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REVIEW AKD APPRAISAL OF THE IMPLEMENTATION OF THE
INTERNATIONAL DEVELOPMENT STRATEGY

Elements for the .Committee's conclusions

Contribution by the European Economic
Commnity and its Member States

I. Analysis of the Economic Situation

(a) The International Development Strategy for the Third
United Nations Development Decade was adopted at a moment

when the economic situation was deteriorating and when a
marked deceleration in world economic growth inherited from

the preceding decade was already visible. The

world ecennmic recession which began in 1980 - with the
notable effect of lower 9growth in the

developing countries - represented the accentuation of a
process of economic slowdown which had begun in 1973 with
the exhaustion of growth in the industrialised countries,

aggravated by the energy crisis.

{b) 1In this context the strategy had seemed a salutary
reaffirmation of theneed for collective action aimed at
creating an international environment better designed to sustain

national development efforts.

In bringing together,around common goals and objectives, the
highly varied community of UN member states the'strategy had
marked a zenith in the North/Gouth Dialecgue. This very positive
result had been reached thanks to an awareness of the inter-
dependence-which links the various economies today; and
to acceptance of the principle that ~esponsibilities and
efforts must be shared betwcon all countries while taking

account of the specific ac..cs of the aeveloping countries.
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THE EEC AND INDUSTRIAL COOPERATION
WITH THE DEVELOPING COUNTRIES
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INTRODUCTION

The beginning of the 1980s has been a period of slower growth and to date
this trend has not let up; economic nationalism has been more a feature of
this period than open trading.

Nevertheless, despite current problems, the need remains to establish an
industrial sector in Third World countries.

This is a long-term necessity and a logical consequence of the interdependen-—
ce of the world economy. By the year 2000, according to the World Bank,l
the develeping countries will comprise 807 of the world's population and 787%
of the potential labour force. The Third World also possesses a .large
proportion of the world's reserves of energy and raw materials: roughly 507
of its hydro-electric potential, 687 of its petroleum, 45% of its natural
gas, 78% of its bauxite, 667 of its tungsten, 58% of its copper, etc.2

It is in the countries of the South that tomorrow's markets and labour force
will be found.

It is also a short—term necessity to the extent that industrial cooperation
is an area where the commercial and pelitical interests of the developed and
developing countries alike merge. In the industrial countries, the techno-
logy available is not always fully exploited and represents a dormant asset
when it could be catering to demand in the Third World, even though develop-—
ing countries do not always adequately express or perceive their own needs.
Industrial cooperation is in fact a necessary stage in the process of
broadening economic relations.

With the second Lomé Convention approaching expiry, it is perhaps not inap-
propriate to take stock of what has been achieved and of the EEC's aid con-
tribution to the Third World. This study deals in particular with European
industrial cooperation as a part of the EEC's overall development cooperation
policy. The transfer of financial resources is a vital factor at any time
and especially so at the present time, However, what is required most is

to improve the quality of aid rather than increase its volume.

1Wor1d Development Report 1982,

World Bank, Washington D.C. 1982.

2Mineral Facts and Problems. Bureau of Mines.
US Department of the Interior — US Government Printing Office - Washington
D.C.



I.

THE ACP COUNTRIES

Texts

In Part Four of the Treaty of Rome, the six founding countries agreed

that firstly the territories with which they had special relations and
secondly their colonies should be associated with the Community under

a five-year Convention of Association (1958-63).

As an increasing number of Overseas Countries and Territories (OCT)
gained their independence, the need for a new type of legal instrument
became apparent and the 17 African States and Madagascar formerly
associated with the Community (AASM) signed the Yaoundé Convention
(1963-68) with the European Economic Community.

When this first Yaoundé Convention was renewed in July 1969, the pre-
amble in the new text specifically mentioned the encouragement of in-
dustrialization in the Associated States.

The United Kingdom's accession to the Treaty of Rome in 1972 necessi-
tated an overhaul of the instruments as they existed, to take account
of Britain's wish to see the Commonwealth countries in Africa, the
Carribean and the Pacific obtain the same benefits as the AASM and OCT.
Thus, in 1975, when the first Lomé Convention replaced the Yaoundé
Conventions, the geographical scope was considerably extended. At the
same time progress was made in the search for better North-South
cooperation. On 31 October 1979 representatives of the 58 ACP States
and the nine Member States of the European Communities signed the
second Lomé Convention, which governs relations between Europe and the
ACP countries until 1985. In this Convention, even clearer emphasis
has been placed on industrial cooperation; in its Title V (Article 65)
the following provision is made: "The Community and the ACP States,
acknowledging the pressing need to promote the industrial development
of the ACP States, agree to take all the measures necessary to bring
about effective industrial cooperation."

Compared with the first Lomé Convention, the second provides for wider
access to Community markets through a range of measures and an increase
in the resources made available under the Convention. We shall return
to this later on,

Among the measures provided for, the following may be mentioned:

(a) stepping up trade promotion;

(b) increasing the aid given to small and medium—sized enterprises
(SME) through the setting-up of adequate structures aimed at appro-
priate technological transfer, adaptation and innovation, and
through the identification of possibilities for sub-contracting,
etc. (Lomé II, Title V, Article 69);

(c) further encouraging the ACP States' access to technology (Lomé II,
Title V, Artiecle 71).

(d) promoting industrial training in Europe and the ACP States (Lomé II,
Title V, Article 68).

In addition, the second Lomé Convention opens up new areas such as
cooperation in the field of energy (Title V, Article 76) and working
conditions and pay.



In regard to the latter, the new provisions guarantee workers who are
nationals of an ACP State residing legally in the territory of a Member
State equal treatment as regards pay and social security benefits.l

The Lomé Conventions, one of the major planks in the EEC's cooperation
policy, amount therefore to special contractual relations with a legal
basis which makes them binding. Moreover, these regional agreements
are notable for the wide range of operations (financial trade, teczhnical
and structural) that are possible under them and by the freedom which
the ACP States enjoy to choose their own development model (Lomé I,
Title ITII, Article 38).

Resources and institutions

In order to achieve the objectives laid down in the Lomé Conventions,
the European Community has set up institutions and instruments governing
industrial cooperation, in particular:

(i) the financial resources of the European Investment Bank (EIB) and
the European Development Fund (EDF);

(ii) the Centre for Industrial Development;

(iii) the Committee on Industrial Cooperation (CIC), an ACP-EEC body
whose mission is to see to it that industrial cooperation is
implemented.

The European Investment Bank (EIB)

One of the features of operations outside the Community is the distinc-—
tive roles that the EIB and the Commission of the European Commmities
play in them, be they in the ACP countries or those of the Mediterranean.
This enables Community aid to be organized flexibly, using the various
methods of financing offered by the two institutions.

The Commission mainly provides funds for projects involving soft finan-
cing in the form of grants or loans on special terms (which are very
favourable, especially for basic and social infrastructure).

The EIB's aid is primarily in the form of loans, but there is an overlap
in some areas, Originally the Bank's activities were confined to the
territory of the Member States but since 1963 its activities have gra-
dually been extended within the framework of association or cooperation
agreements providing for Community aid. .The EIB has to date lent money
to almost all of the Mediterranean countries as well as to the states
which signed the two Lomé Conventions.

The various agreements and financial protocols concluded between these
countries and the Community usually make it possible for the EIB to
make loans not only from its own recources but also, on special terms,
from the funds it manages on behalf of the Member States or the Commu-
nity.

1The Courier, No 58, November 1979.



Cert%in basic principles govern the EIB's operations outside the Commu-
nity*:

(a)

(b)

(c)

(d)
(e}

(£)

()

(h)

The

the Bank lends within the framework of agreements negotiated between
the Community and the countries concerned. The terms of such agree-
ments, as far as they concern the EIB, must be approved by its own
Board of Governors;

the agreement of the authorities in countries concerned is necessary
before the Bank can accept financing proposals;

the Bank's own staff must examine the probable economic impact of
each project submitted to it (e.g., the bemefits to the country
concerned in terms of value added, balance of payments, revenue
generated, jobs created, etc.);

the EIB offers different kinds of financing on a variety of terms;

it can support investment projects promoted by govermment bodies,
para—-statals or private firms;

the Bank's normal practice is to finance only part of the fixed
assets costs involved, i.e., the funds it provides must form part
of an overall financing plan;

EIB finance can be used for supplies or services selected, normally,
on the basis of international competition and may cover both foreign
currency and local currency expenditure;

adequate security must be assured so as to protect the EIB's
standing on the capital markets where it borrows its funds.

second Lomé Convention, signed on 31 October 1979 by 58 African,

Caribbean and Pacific States and the EEC, marked the continuation and
extension of the activities entrusted to the EIB since the first Yaoundé
Convention in 1963. The second Yaoundé Convention in 1969 and the first
Lomé Convention in 1975 had already increased the total amount which the
Bank could lend, the types of financing it could offer and the number of
countries in which it could operate.

The
(i)

EIB's operations fall under two main headings:

ordinary operations: these are loans from the Bank's own resources,
made on the same terms as in the Community. However, in the ACP,
lending rates are brought down by interest subsidies paid from
budgetary resources. Subsidies are normally 3% but are automati-
cally adjusted so that borrowers never have to pay a net interest
rate of more than 8% or less than 57. A sum of 175 million ECU
has been allocated for this purpose from the resources of the fifth
EDF;

(1i)special operations: these are the various types of financing drawn

from budgetary funds which the Bank manages on behalf of the Commu-
nity or the Member States. Such funds are usually lent on very
easy terms. This aid is provided in the ACP countries as risk
capital, in most cases to launch new industrial ventures.

1"Financing under the second Lomé Conventiocn', EIB, ISBN 92-861-0009-4, May

1980.

"The EIB and economic development in Africa, the Caribbean and the Pacific",
EIB~Information, No 25, April 1981.



Loans from budgetary resources are accounted for separately in a special
section which the Board of Governors decided to open in 1963 at the time
of the first such loans in Turkey.

In bringing the Community to cooperate in the development of virtually
all of black Africa plus a number of countries in the Caribbean and
Pacific, the first Lomé Convention was hailed as the start of a new era.

The Convention was signed by 46 ACP countries in 1975, joined by 13
others during its duration. In most of these countries, agriculture is
and will remain the dominant sector. However the expansion of the
industrial sector is also essential if the development process is to
flourish.

The EIB's role has been clearly defined as the primary source of finance
for industry, mining and tourism, but it can also help to finance invest-
ment in energy and other revenue-generating economic infrastructure.

In some cases, the Bank can use risk capital resources to provide quasi-
capital assistance to a Government or to a national development institu—
tion to enable it to take a stake in a new enterprise without burdening
public finance.

In other cases, the EIB takes a holding in an enterprise's capital, on
the Community's behalf. Here the objective is to keep the holding only
for as long as needed for the venture to be launched and then afterwards

to transfer it, normally to nationals or institutions of the ACP country
concerned.

Often a country's general economic situation means that, in its own in-—
terest, loan obligations should be kept as low as possible and in these
circumstances risk capital can be used as:

(a) subordinated loans which are repayable only after certain other prio-—
rity debts have been reimbursed;

{(b) conditional loans, which are repayable only after fulfilment of cer-
tain conditions indicating that the project has overcome its teething
troubles and has achieved a predetermined level of profitability.

Finally, assistance may be given for financing specific preinvestment
studies or as aid to enterprises (technical assistance) during the start-
up period of a project.

Nearly 70% of total EIB financing operations in the ACP under Lomé I -
some 335 million ECU - went to industrial, agro—industrial and mining

investment and 287 - 139 million ECU - to energy schemes, of which the
major part will help reduce dependence on oil imports; the remainder -
21 million ECU ~ was spent on developing tourism and financing studies.

The total financial aid to devélopment under Lomé II comes to some
5 700 million ECU, 2 000 million more than for Lomé I, or an increase of
almost 607.

The EIB's share of the total aid provided, covering loans from EIB own
resources, grant aid for interest subsidies and risk capital, has in-
creased by a larger percentage than the overall rate:



(i) 1loans from own resources have increased from 400 million ECU to
700 million ECU, i.e. an increase of 75%;

(ii) grant aid for interest subsidies has increased to 175 million ECU,
representing a 75% increase;

(iii) risk capital operations now have an allocation of 291 million ECU,
almost three times the Lomé I financing.

In addition, a Declaration annexed to the Convention provides for addi-
tional operations from the EIB to be financed from its own resocurces
(amounting to 200 million ECU) to be used for mining and energy invest-
ments projects which are of mutual interest to the Community and to the
ACP State concerned.

These are loans that do not carry interest subsidies, and that have to
be authorized case~by-case by the Bank’s Board of Governors.

The resources managed by the Bank will in all probability be concentra-
ted on the same sectors, with industry to the fore, although there is
now added emphasis on mining and energy projects.

Generally speaking the objective of the Lomé Conventions is to ensure a
relatively balanced apportionment of the resources managed by the Com—
mission and those managed by the EIB among the recipient states. No
country quotas are mentioned however, merely an overall amount.

Between 1958 and 1983, seven ACP States considered amongst the most
advanced, and ready for the development of industrial activities together
received more than 61% of the Loans from the EIB's own resources, at
interest rates, thanks to subsidies, ranging from 5-~87. In contrast,
more than 55% of the risk capital operations, on even softer terms, went
during the same period to investments in the least developed ACP States
as defined in Article 155 of the second Lomé Convention (see Tables 1,

2 and 3).

The financing of projects to assist SME1 via approved development banks
in the ACP States has risen from 88.06 million ECU under Lomé I to
130.64 million ECU under Lomé II, i.e. an increase of more than 48%
(see Table 4),

Operations of this nature bring together the resources of the EIB, as an
EEC banking institution with access to international capital markets,
and the local operational capacities of financing institutions in the
recipient states. These global loans are used to provide smaller loans
for loecal SME, the Bank itself rarely mounting any direct operations for
sums below 2 000 000 ECU.

1

Small and medium-sized enterprises.
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TABLE 1

Geographical breakdown of financing1 provided by the EIB under the
first Lomé Convention to assist ACP industrialization

Position at end-1983.

Loans from own.

Risk capital

Country resources operations Total
mECU % mECU % "mECU %

I. Least developed ACP 92.6 | 24.8 56.0 60.5 148.6 31.9
countries2 '
Benin - - 0.3 0.3 0.3 0.1
Botswana 6.5 1.7 1.8 1.9 8.3 1.8
Burundi - - 0.5 0.5 0.5 0.1
Cape Verde - - 3.6 3.9 3.6 0.8
Comoros - 0.1 0.1 0.1
Djibouti - - 1.0 1.1 1.0 0.2
Gambia - - 2.4 2.6 2.4 0.5
Guinea 4.4 1.2 0.4 0.4 4.8 1.0
Upper Volta 8.0 2.1 7.5 8.2 15.5 3.3
Lesotho - - 0.1 0.1 0.1
Malawi 14.0 3.8 1.9 2.1 15.9 3.4
Mali - - 3.8 4.1 3.8 0.8
Mauritania 25.0 6.7 - - 25.0 5.4
Niger 1.5 0.4 0.9 1.0 2.4 0.5
Uganda - - 0.4 0.4 0.4 0.1
Rwanda - - 3.0 3.2 3.0 0.6
Seychelles - - 0.6 0.7 0.6 0.1
Somalia - - 0.3 0.3 0.3 0.1
Sudan - - 6.5 7.0 6.5 1.4
Swaziland 11.9 3.2 1.0 1.1 12.9 2.8
Tanzania 5.0 1.3 7.8 8.4 12.8 2.8
Tchad - - 7.0 7.6 7.0 1.5
Togo 16.3 4.4 5.1 5.5 21.4 4.6

II. Other ACP countries 281.4 | 75.2 36.4 39.5 317.8 68.1
Cameroon 30.0 8.0 4.8 5.2 34.8 7.5
Congo - - 0.2 0.2 0.2 E
Ivory Coast 44.7 | 12.0 2.8 3.0 47.5 10.2
Ghana 16.0 4.2 2.3 2.5 18.3 3.9
Kenya 51.5 13.7 1.0 1.1 52.5 11.3
Liberia 7.4 2.0 0.3 0.3 7.7 1.6
Madagascar - - 2,3 2.5 2.3 0.5
Mauritius 12.4 3.3 0.1 0.1 12.5 2.7
Nigeria 50.0 13.4 - - 50.0 10.7
Senegal 12.0 3.2 8.5 9.2 20.5 | 4.4
Zaire - - 5.6 6.1 5.6 1.2
Zambia 10.5 2.8 3.3 3.6 13.8 2.9
Barbados 6.0 1.6 - - 6.0 1.3
Guyana - - 3.2 3.5 3.2 0.7
St Lucia - - 0.2 0.2 0.2 £
Trinidad & Tobago 9.9 2.7 - - 9.9 2.1
Fiji 24.0 6.4 0.2 0.2 24.2 5.2
Papua New Guinea 7.0 1.9 1.6 1.8 8.8 1.9
TOTAL ACP 374.0 [100.0 92.4 100.0 466.4 100.0

1 . . . .
not including two operations of a regional nature
as classified under Article 48




TABLE 2
Geographical breakdown of financingl provided by the EIB under the
second Lomé Convention to assist ACP industrialization
Position at end-1983
Country Loans from own| Risk g§pita1 Total
resources operations
mECU Z mECU Z 1ECU A

I. Least developed ACP 38.0 11.8| 51.63| 48.9 | 89.63 20.9
countries? -
Botswana 19.0 5.9 19.00 4.5
Burundi 5.30 5.0 5.30 1.3
Cape Verde 1.80 1.7 1.80 0.4
Central African Republic 5.10 4.8 5.10 1.2
Comoros 0.16 0.1 0.16 -
Djibouti 2.26 2.1 2.26 0.5
Ethiopia 0.291 0.3 0.29 -
Lesotho 3.00 2.8 3.00 0.7
Malawil 3.00 2.8 3.00 0.7
Niger 10.0 3.1 10.00 2.3
Uganda 10.00 9.5 | 10.00 2.3
Rwanda 0.70 0.7 0.70 0.2
Seychelles 0.76 0.7 0.76 0.2
Somalia 2,56 2.4 2.56 0.6
Sudan 0.20 0.2 0.20 -
Swaziland 7.0 2.2 7.00 1.7
Tanzania 7.50 7.1 7.50 1.8
Belize 2,0 0.6 0.60 0.6 2.60 0.6
Dominique 1.00 1.0 1.00 0.2
Grenada 2.40 2.3 2.40 0.6
Western Samoa 3.00 2.8 3.00 0.7
Tonga 1.00 1.0 1.00 0.2
Vanuatu 1.00 1.0 1.00 0.2

II. Other ACP countries 284.4 88.2| 54.03| 51.1 [338.43 79.1
Cameroon 35.7 11.1 35.70 8.3
Congo 4.0 1.2 0.48 0.4 4.48 1.1
Ivory Coast 11.6 3.6 2.43 2.3 | 14.03 3.3
Gabon 22.0 6.8 2.50 2.4 | 24,50 5.7
Ghana 6.00 5.7 6.00 1.4
Kenya 23.5 7.3 1.55 1.5 | 25.05 5.8
Liberia 0.70 0.7 0.70 0.2
Madagascar 7.17 6.8 7.17 1.7
Mauritius 3.5 1.1 0.50 0.5 4,00 0.9
Nigeria 40.0 12.4 40.00 9.3
Senegal 21.0 6.5 2.80 2.6 | 23.80 5.6
Zaire 6.00 5.7 6.00 1.4
Zambia 31.5 9.8 1.50 1.4 | 33.00 7.7
Zimbabwe 20.0 6.2 5.40 5.1 25.40 5.9
Barbados 3.7 1.1 3.70 0.9
Jamaica 5.00 4.7 5.00 1.2
Trinidad and Tobago 8.0 2.5 8.00 1.9
Fiji 12.0 3.7 12.00 2.8
Papua New Guinea 47.9 14.9} 12.00( 11.3 | 59.90 14.0
TOTAL 322.4 100.0! 105.66 | 100.0 1428.06 | 100.0

1 . . . .
not including three operations of a regional nature
as classified under Article 155




TABLE 3

Geographical breakdown of financing1 provided by the EIB under the
Lomé Conventions to assist in the industrialization of the ACP States

By per capita income.

Position at end-1983.

Country1
per capita GNP
(US$ 1980 wvalue)

Loans from own
resources

Risk capital
operations

Total

mECU %

mECU
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TABLE 3 {(continued)

— 10 —

~Country1 Loans from own| Risk capital

. . Total
per capita GNP resources operations
(US$ 1980 value) mECU Z mECU % WECU 7
Per capita GNP >US$ 1 100 | 157.8 22.7 14.8 7.5 1172.6 19,3
Ivory Coast 56.3 8.1 5.2 2.6 61.5 6.9
Gabon 22.0 3.1 2.5 1.3 24.5 2.7
Mauritius 15.9 2.3 0.6 0.3 16.5 1.8
Seychelles 1.3 0.7 1.3 0.1
Barbados 9.7 1.4 9.7 1.1
Jamaica 5.0 2.5 5.0 0.6
Trinidad and Tobago 17.9 2.6 17.9 2.0
Fiji 36.0 5.2 0.2 0.1 36.2 4,1
TOTAL ACP 696.4 | 100.0 198.1 | 100.0 (894.5 100.0

1regional operations not included
classification used by World Bank

in its World Development Report, 1983.
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TABLE 4

EIB loans from own resources and risk capital operations to assist SME
via Development Banks in ACP countries

- Global loans and holdings in development banks' capital

Position at end-1983.

Name of recipient development| Global loans[ Risk capital opera-
bank from own tions Total
resources
No. of|[Amount | No. of Amount No Amount 7 by
bperav(mECU) | operations | (mECU) * |(mECU] con-—
tions Glo-{ Hold- | Glo| Hold- ven-
bal | ings |bal | ings tion
Loang loan
First Lomé Convention ] T
Africa n $7.0 32 3 s00 | 188 | s 82,8
Burundi :mqu- Retlonale da Ddveloppesent Economiqus ou50 . 0.50 o8
BNDE) 1 . , .
2 1.0 2 7,00 8,0
Ivory Coast Ceddie da CAce 4'Ivolre (CET) (1 (2.3)
Cocpagnls Pinacciles de CBta d*Ivelre (COFINCI) [4}] {1,3)
K ; 3 11,0 y | 12,00 11,6
enya Development Finsnce Company of Eeoya Ltd {DICX) (2} (2,0 5,0)
lr:du.lttul Developoant Bagk {1DB) [4]) {5,0)
1 1 Liderian Bask for Devalopaant and lovastosat
Liberia {LapI) ) 2,50 1 0,29 ; 1‘-"; ’“‘
s 2 8,00 ] '
Malawi Invastoent sad Developosnt Bank of Malawl Led. )
. {IMDEIANK) (3,0 ¢ 3,0
Mauritius Oevalopoent Bank of Hauritius (DBN) ] 3,0 ! 3,00 ] 3.4
Nigeria Higerias Industrial Duvelopmenc Bank (NIDS) 1 13,00 1 23,08 18,4
Seychelles Davelopoanc Baok of Seychellas (0BS) | 0,58 1 0,38 0.8
Swaziland H:;:on-:l!ndu:uhl)hulwant Corpasation , 2 3.00 3.4
of Swazlland (NIDCY § 2,00 i »oo » '
3 Tangeaylks Development Fiosncs Cospany Lrd
Tanzania oty i ' 500 | 1 2,30 1| 10 e
. 2 0,4 » ’
Zaire Sociétd Finsneldte da Ddveloppecant (30r10E) (UH“"O.“) 1.08 -,
Zambia Developaent Nesk of Zsabia (DB2) ) 2,30 | 0,55 2 ’ ’
4 - - - - 4 15,50 12,6
Caribbean 4 1.3 - - - = ==
7tbados Barbados Developoent Bank (3DB) ] 1,% ; I:';g l’[-:
2 10,00 . .
Trinidad & go—c Teinidad n:cr"r.orbqn Developoant Flomes '
. a Cozpany Lt DIC) (5,0 + 5,0)
Regional i v tri e Bavalopoent Bemk (CD3) 1 " 1,00 Vi 300 34
{ TOTAL ACP n 2,50 3 ) 4,00 1,56 15 | 83,08 100,0
Second Lomé Codvention
Africa ) [] 26,50 | 1 [ 2,55 ( 5.69 25 {les,re 0,2
Botswana Botevans Davelopment Corporation (BDC) 1 4,00 1 4,00 Lt
Burundi :::::; Hationale de Dévelappement Economiqua 1 1,30 1 1,30 1.0
Comoros Banqua de Diveloppesnt des Comores (BDC) - 1 0,18 ] 0,16 8.1
Congo ::ng:; Hationsle de Diveloppesent du Congo 1 4,00 1 4,00 31
H
Ivory Coast Comp. Finan. de ls C3te-d'lvoire (COFINCI) 1 5,00 3 5,00 3.8
Djibouti Caissa de Diveloppspent de Djlboutl {CDD) 1 1 4,08 0,41 2 0,46 0,2
E%hlopla .:s:;cl;l:unl and lodustrisl Davalopment dank 1 6,50 1 0,30 0,4
ALDB
Kenya Davalopaent Ficance Company of Kaaya (DPCX) 1 8,00 1 8,00 6,1
Lesothy Lesotho Nacional Development Corporation(LDC) ' 1 3,00 1 J:W 2,
Mauritius Bsveloppent Baak of Mauritiue (DEY) 1 4,00 1 0,50 3 4,50 3,4
lgeria Blgarian Industrisl Development Bank (NIDB) 1 40,00 1 40,00 10,8
Tlgdanda Uganda Developasnt Bank (UDB) 1 1 7,50 1,50 H 10,00 1,2
nda Bsaque Rvaadasisn da Développement (BRD) 3 Q,70 1 0,10 0,5
Se{chelles Oevalopzant Bank of Seychalles (035} 1 1,00 1 1,00 0,8
Ea e Socléed Pinancidre de Dévetoppement (SOFLOE) 1 4,00 ) 4,00 4,6
gmbla Devalupemnt Bank of Zambis (DAZ) 1 6,50 1 1.%0 1 2,00 6,1
Zimbabwe tiobabve Davelopment Sank (208} ] 5,00 1 5,00 3.8
§%§10n 1 (West | binque Oueac africaine de Dévaloppoent
icaj . {20A) 1 5,00 1 1,62 H 8,62 5.1
East Africa Essc African Developmant Baak (EADS) ) 0,30 1 0,40 0,é
Caribbean 3 e | - 3 - 3,90 s | 19,00 15,2
Barbados Barbados Davalopment Bank (3D3) 1 4,00 1 4,00 i
Belize Ballze Davalopment Figance Cotporstlan (BDFC) | 1,00 1 0,80 2 1,80 2,0
Dominica :::;:-)-lwr-l and ladustris)l Davelopment Bank . o0 . o3 01
Jamaica Hationsl Developsent Bank of Jumalea (50BJ) 1 s.00 1| s 18
Trinidad & To- :rimud‘md Tobago Devalopaunt Finance .
.. ago oapany (TIOFC} t 4,00 1 8,00 6,1
Pacific
Tonea = = i L Lo | 0. 1 L L3
Tonga Tonga Owvelopment Hank (TDB) 1 1 0,30 0,30 b V.0 0,8
Vanuatu Vinuatu Usvelapaent Bank (VDS) 1 1,0 1 1,30 [N
TOTAL ACP " 0.5 |13 10 [2.05 | 1608 | 3¢ |1%.6y | 00,0
TOTAL ACP
Overall total
(Lomé I & II) 2% 173,00 (16 | 1% .05 I 745 59 |u8 70
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Concerning the financing of pre-investment studies, the experience of
recent years has shown the importance of early EIB intervention, i.e.,
at the project-preparation stage, when ideas can be examined thoroughly
before they are put into practice. TFor this reason, Lomé IL's added
possibilities for financing studies are particularly interesting.

In recent years, cofinancing, which may take the form of loans from two
or three aid agencies for the same project or, in the case of a major
project, its division into its principal components, has become a fre-
quent practice. The Bank has often taken an active role on behalf of
its borrowers in seeking to coordinate different sources of finance.

In the ACP States, a large number of investment projects have been co-
financed, firstly with the EDF and then with other Eurcpean sources of
financing such as the Caisse Centrale de Coopération Economique (CCCE),
the Commonwealth Development Corporation, (CDC), the Kreditanstalt fur
Wiederaufbau (KfW), the Financierings—Maatschappij voor Ontwikkelings—
landen (FMO), or with international institutions such as the World Bank,

the Islamic Development Bank or the Internatiomal Finance Corporatiom
(IFC).

Under Lomé II, cofinancing arrangements have funded 30-odd projects for
a total of some 2 300 million ECU, out of which 10Z has been provided
by the EIB's own resources and the budget funds it handles, the remain-
der coming from the Member States, Arab funds, the World Bank and other
sources (see Table 5).

Financing within the framework of the Lomé Conventions has, it is true,
not provided a complete answer to the problem of the industrial develop-
ment of the ACP States; the EIB's operations do however constitute a
unique example of industrial cooperation which produces direct positive
effects, particularly on the trade flows between the two groups of
countries and on employment (5 000 new jobs in 198l and 3 600 in 1982,
mostly in the agro-industrial sector of the ACP States).



TABLE 5

BANQUE EUROPEENKE D'IMVISTISS[IEHT

COF INANCEREHTS
COF THANCIRG

GEKETNSAHE FIKANZIERUNGEN

EUROPEAN IRVESTRENT BANMK

EUROPRISCHE INVESTITIONSBARK

CONVEMTION Df LOKE IJ - Pr8ts bonififs sur ressources propres, préts Article 59 et opérations sur capitaux 3 risques

LOKE II CONVENTION

- Loans on oun resources with Interest subsidy, loans Art. 59 and risk capital operations
ABKOKHEH YON LOME 11 - Darlehen aus tigenon Mitteln ajt Zinsvergltung, Darlehen Art. 59 und Finanzierungen mit haftendes Kapital

(5) saupl Funp 20

31.12.83 (million. ECU)
Pays Projet Colt estinf | prgt ord. Pfrlt' hpit“'l}:?nin.ﬂlm/ SFI [CCCE KFY | DES FDC FHO 1F0/ :on:s Canada | BAD :?nqu:s
m';n& on:) du projet | (bonififs) |59 | 3 risquadl(FED) fAID DAKIDA {Arab. iverses
Country Project Estimated Ord.fosns [Art.| Risk Commn, {IBRD/|IFC JcCCE KF¥ | DEG }COC jFRO IFU/ {Arab |Canads | ADB ({Various
Proj.Cost (subsid.) |59 | Capita) {(roF) (toa DARIDA (Funds Banks
Botswana Morupule (11.82) 253.0 15,0 30,1 9,3 10,0 45,0 12)4)5) | 22,4
Burundi Verreries (06.81) 15.9 - 4.0 3,1 1,7
Centrafrique UCATEX ilo.ea! 13,6 - 3.9 5.1
Caseroun soNEL 1T {12.83 125,0 25,0 16,6 38.8
Transcazer.{5.81) 51,0 10,0 - 13,6 {8.0
Socapals 171(4.82) 58,9 3,8 - 2.0 [22.8 3,7
Cote d'Ivoire Saph 11 (07.82) 23.2 6.6 1,3 0,8 |0.2 0.3 |
Djibouti Boulaos  (06.81) 5.2 - 1,8 1.7 —_
Fidji FEA 111 (12.81) 54.0 12,0 - 9.4 15.3 w
Gabon Poubara (07.81) 70,0 7,0 - 24,0 |
Etude
Haut-Ivindo{6.83) 11,3 - 2.5 6.5
Kenya Bamburi  (12.81) 24,0 6.5 - 4.7 3,0 2,1
Olkaria 39,0 8.0 - 9,6 9,0
Libéria Buto (05.81) 1.2 - 0.7 0.4
Hadagascar GRES Bitus.1T (07.B1) 3.8 - 2,2 0.5
Halawi ®* Nossi-Bé (09.83) 11,7 - 5.0 2,7
Niger Sonichar (10.81) 82.7 10.0 - 16.0 6.0(3) 8,3
Pap.Houv.Guinée oK 1ED1  (10.81) 602.5 - 10,0 12,0 83, 83.3
Higaturu YI{11.82) 25.3 7.9 3,5
Samoa Sauniatu (12.81) 7.4 - 3,0 4.1
Sénégal SoCcoCIN  {10.81] 60.1 10.0 - 13,6
Somalie Laiterie (05.82) 4.2 - 2.6 1.4
Swaziland SEe {09.81) 49,5 7.0 8,3 6.8 6.3 6.8
**Halsui £SCoN (12.83) 9,4 - 3,0 5.5
Note: This table does not include global loans to or holdings in
(1) BRDEA 10 {3) ARY DHABI FUND development banks which also receive financing from other
(2) XOWEIT FUND 7,5 multilateral or bilateral sources (BDFC, Belize, .SQCREDO IIL,
{(4) &BU DHABI FUND 7,5 French Polynesia).



TABLE 5 (continued)

E2XDUE fUROPELENL D'INVESTISSIRINI

COM HAKCEXENTS
COF IKARCING

ELUROPLAY JRYESTKERT BARK fURDPRISCHE INVESTITIONSBANK

CONVENTION DE LOME JI - Pr3ts bonlflds sur ressources propres, pr¥ts Article 59 et opfrations sur capitaux 3 risques

Lo

RL I1 COMYLHVION ~ Loans on own resources with Snteraat subsidy, loans Art. S9 and risk capital operations

GEMEINSANL FINANZIIRUNGER ABKOKALY VOK LORE I1 - Darlehen sus eigenan Kitteln wit Zinsverghtung, Darlehen Art. 59 und Finanzierungen sit haftenden Kapital
(million ECD)
- (13 .
Pays Projet (signé Colt th.[ Prit ord.  Art. Capitaux Connizs BIRD/{SFI jCCCE F(fl DEG [ CDC | FRO ¥u/ :onds Canada |8AD B'anques
ni) du projet (borifibs) {58 |3 risques (rep) 41D DAKIDA {Arab. diverses
Country Project Estinated Ord.losns [Art.[ Risk Cons. [IBRD/|IFC {CCCE KF¥ {DEG [CDC |FRD 1IFu/ |Arab |[Canada [ADB |varioys
Proj.Cost (subsid.) |59 [ Cepital J(gDF) JiDk DARIDA Funds Banks
lanzanie soNGD SONGO 11(12.F1) 41,1 - - 1.5 - oS- | - 4~ 1- |- - n.am - - -
Togo Port de load (09.8)) 33,1 I - - - - 1- - heal - | - - - '1_2({3 - . -
Tasbie NECK (12.81) 2264 25.0 - - - - J28.5] - -} - lan.5]- - - - - £2.7
Zizbabue WANKIE (12.82) 340.0 20,0 - - _ 90,3{ - - -1-1-1- - - - - -
Régional |
Céte d'lvoire/ CIMAD 111 {05.83) 60.0 - - 2.43 - - - 3.8 |-} -] -1- - - - - - =
I
Ll
-
e
(=23
e
[=-]
r
=
=
10TAL 1981/ B3: 2 301,98 17%.2 40,0| 50.6 1.0 |180,) 39.qhuz.6 132} 0.4 68,9 - - 69,3 - 37,5 | 18,2
X 7.8 1.1 2% 0.6 | 7.8} 1.7 o5 p8 4 g3]3.0f _ - 30 - 1.6 8.0

(1) opec-runp
{2) SAUDI-FuND

Notet

This table does not include global loans to or holdings in development banks which also
receive financing from other bilateral or multilateral sources (Caisse de Dével., Djibouti;
BDS, Seychelles; UDB, Uganda; VBD, Vanuwatu; DBM II, Mauritius; BNDE II, Burundi; DFCK III,
Kenya; NBD, Jamaicaj; OBNA, Ant. Néerl.; COFINCI III, Ivory Coast; TIDFC III, Trinidad & Toba-
g0; EADB, West Africa: NIDB) II, Nigeria; BdD.)
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It is in the last five years that the Bank has seen the most rapid growth
in its operations — not in a period of abundance but at a time when the
Community itself is facing serious economic problems. This is proof of
the priority which the Member States attach to increasing the aid which
the European Investment Bank can offer to industrial development in the
Third World, particularly the ACP States.

TABLE 6

Lomé Conventions: breakdown according to forms of development finance (1)

mithon €10 g

Managed by the EIB Managed by the Commissian

]

Financed lrom budgslary resources

|

Loans from Rist capial Granl aid lor Other gran| Loans on Siabilisation
€18 own operalions inferast ad spectal ol export
tesourcss subsidies on condilions earnings
Ei8 ioans (STABEX)
Lomé 1§ 400 101 100 2085 474 400
Special linance
tacihly lor minerals
(SYSMIN)
Lomé 2 (3) 700 + 200 (%) 291 175 2862 545 566 282
('t Yhe sums include (he knBncing provisions. under Ine rolavant decisions of the Council ol the European Communities, lor Overseas Counines and Tarnionas
{OCh)

(2} This hing does not inglyda the coel of Coimmunty delnganons in ACP counines, linancad from buclgetary 1esources

(31 Prowision under declaralion annexed 10 the Convenlion loreseaing Ihe poss:bilily for the EIB lo lend up 10 200 million ECUs trom s own resources lor mining and

anergy invesiments of joint interest 1o the ACP and the Community

Source: David White, "European Investment Bank — 25 years 1958-1983",

EIB, Brussels 1983.

The Centre.for. Industrial Development (CID)

Set up in Brussels in 1977, the CID is responsible both to the European
Economic Community and to the ACP States. Its highest authority is the
ACP-EEC Council of Ministers, which is represented by the ACP-EEC Com—
mittee of Ambassadors acting via the Committee on Industrial Cooperation
(CIC). The CID is also aided by the CID Advisory Council, a joint body
made up of people with industrial experience, chosen because of their
personal qualifications. Its responsibility is to advise the CID's
Director on the general programme of work and the budget, and more gene-
rally, on the Centre's contacts with industry.

Article 36 of the Lomé Convention, under which it was set up, assigned
the following functions to the CID:

(i) information - in order to improve the dissemination of relevant
information on the conditions and opportunities for industrial
cooperation in the Community and ACP countries;

(ii) contact - whereby the Centre would organize and promote meetings
between industrial policy-makers, look for industrial partmers in
the EEC and the ACP countries and establish contacts with regional
ACP bodies such as CARICOM, SPEC and the Economic Community of
West African States (ECOWAS);
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(1ii) industrial promotion - by providing specific industrial informa-
tion, by carrying out studies, by advising promoters on scurces of
finance and finally by helping to identify the opportunities for
industrial training and applied research in the Community and the
ACP States.

With the current number of offers of investment being made by promoters
in the 10 Member States and in the ACP countries, the CID's contribution
must often be limited, given that its available resources have to cover
64 countries.

The CID only contributes 30-40% of the cost of studies, for example,
with the average contribution amounting to less than 12 000 ECU; where
technical assistance is concerned, the average spent on a project by the
CID is 14 000 ECUL. The total number of projects which have received
CID assistance either in the form of funding or in some other major form
of assistance was 45 in 1980, 103 in 1981 and 228 in 1982. Enterprises
which are now at the operational stage and which have benefited from CID
support in one form or another since the start of the Lomé Convention
number 17 (see Table 7). The Centre does not participate directly in
investments and its assistance in this area is limited to bringing to—
gether EEC and ACP partners, technical training, feasibility studies for
new projects and the extension or rehabilitation of existing enterprises.
Looking at the Centre's achievements compared with the efforts it
deploys, it might not be untoward to try and find out what obstacles are
hindering its activities. Among these are, without doubt, the dissipa—-
tion of energy in too many different directions, the time it takes for
joint venture projects to come to fruition (three years minimum) and the
internal impediments to industrial take-off and cooperation between en-
terprises in the ACP States themselves.

There are other perhaps less well-known causes associated with the diffi-
culties ACP countries encounter in designing viable industrial projects.
Quite clearly, projects that are clearly defined and convincing when
viewed as investment prospects will facilitate the search for European
industrial partmers. However, in most ACP countries the foundations of
the economy are built on small and medium~sized enterprises, run by
people who are in most cases lacking in training and unfamiliar with
international negotiations and business dealings. Their financial

power is, moreover, limited.

Table 8 gives an overview of the ways in which the operations of the
various instruments for industrial cooperation are coordinated at
different stages of a project.

1Annual Report 82, CID, Brussels 1983.
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TABLE 7

CID-assisted projects that have reached the production stage between
1978 and 1982

Year Country Project Nuture of CID assistance

Kenya Puper, cardbourd ’ Loealed technology and provided in-plunt
(Ihghlands Papcr Mlll) N o lr.umng lor factory technicians.
1980 Muaurnious Woven teather Tabrics (Tilue) Located ACP/REC partners: Teastbiding

studiest in-plant triaining for workers

80 Sierra Leone lntcgrnled Fnsh MealCo - Evaluation of Ude plantand equnpmu\x

ihaa P PR TR T TR = O SN )

1980 Zaire Yeast mansfacture rom molases  -SPert '“"rl“" ““”'I‘ for seasts manage-
(Les) ment avsisiaiiee and Training ol salesman

Silvering of m}rrors . ; : l.ocu&d lcchnology and equipment.

O TIREN CRIR

1981 Kenva Tiles, vamitary ware. tableware Undertook pre-Tfeasititiny study . located
{Ceramic Industries of East Africa L) sources of cquipment. technical training
and management.

%81 C.Jmcroon _ Plastic p.lckugmg(Hrlnpac) ; . Located EEC joint venture pariner.

Y. VOIS RPTers A PR ) iche it R S O N )
1981  Sencgal Agricultural implements (Sismar) Located EEC pariner and financed im-
plementation and training.
%98[‘ Nigeria Furniture manufucture (Summit) ‘ Assisted EEC puriners 1o nepotiate ugree-
}- ; 7 ments in respect of technical assistance

o : . o Lo und financing,

etk B EA ¢ A’ Lo b

1982  Burundi Cement-based tites (Granitn) Locaied BEREC technology: irained weehni-
cian and provided implementition assis-
Lance.

1982 Congo Crment-based Liles (Sncoci-ergi Located EEC - ‘lechnology. and provided
) . . lmplrnunlalmn .lsnslunc:.

i{' TR SPye e e aaadac oy ) s i

1982  Nigeria Cement-hased tijes (Pyramid) Located EEC technalogy. and provided
implemeniation assistance.

982 Scychclles . : |blllly studv.

ERENE, o, 2R ot FIYR TR & SRR i o i e onh e AU YT A ,A

1982 Sudan ﬁurl_hum Nour |n|II(§M§] Located EEC partner and source of fi-
nanging,

T O N RS

1982 Rwonda = Agri al waste bri § Locmcd EEC (echnoloov .md mecd

1982 Madagascar  Paper mill expansion (Papmad) Fxp.ln\mn study andertaken in 1878 plant

commissioned in 1980 with Financial s
sistance freim Franee,

Source: Annual Report 82, CID, Brussels, 1983.



TABLE 8

CID-EEC-EIB Coordination

Stages in industrial cooperation Operations
CIiD Commission EIB
1. Information, industrial Lomé Art. 80 (1) (a) Lomé Art. 77
promotion (case by case, by project) (case by case, according
to indicative programme)
2. General studies (inventories
and industrial statistics, Lomé Art. 77 (d)
structural, political, global
or sectoral analyses, ete.)
3. Specific studies
(pre~feasibility, market Lomé Art. 77 (d)
surveys, etc.)
4., TFeasibility studies Lomé Art. 80 (1) (b) Lomé Art. 70 (2) Lomé Art. 105 (2) (b)
5. Industrial training Lomé Art. 80 (1) (e) Lomé Art. 68
(identify and evaluate
opportunities for indus-—
trial training and where
appropriate, assist in
implementation)
6. SME Lomé Art. 69 and 144 Lomé Art. 69 and 144
7. Transfer of technology Lomé Art. 80 (1) (d) Lomé Art. 71
(identify, evaluate,
supply information and
advice)
8. Industrial infrastructure Lomé Art. 72
9. Industrial project imple— Lomé Art. 80 (1) (¢ Lomé Art. 93 (2) Lomé Art. 101 (2)
mentation (identify, inform on sour-| Lomé Art. 105 (risk capi-—
ces of finaneing) tal)
10. Trade promotion schemes for Lomé Art. 74

industrial products
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Summary, with fipures and comments

Following on from the first Lomé Convention, Lomé II in its Title V,
gives a prominent place to industrial cooperation. In order to meet
their objectives, the two Conventions make provision for:

(1) the use of part of the resources allocated to financial and techni-
cal cooperation (3 400 million ECU under Lomé I and 5 700 million
ECU under Lomé II}, these resources being managed by the Commission
or the EIB;

(ii) the establishment of a Committee for Industrial Cooperation (CIC)
and a Centre for Industrial Development (CID).

The number of operations contributing to the industrialization process
(energy and mining included) where Community financing has played a part
(and incorporating individual loans made from global lines of credit)

is as follows:

(i) conducted by the Commission: 151 under Lomé I and 128 under Lomé IL
{first 30 months);

(ii) conducted by the EIB: 265 under Lomé I and 113 under Lomé II (first
30 months).

Approximately 27.47%7 of Lomé I commitments (see Table 9) and 34.37 of
Lomé II commitments (see Table 10) have gone to industrial projects (in
the broad sense).

A breakdown of projects by sector of activity shows that, leaving aside
the dominant energy and mining sectors, it is in agro-industry that the
largest number of operations and the biggest volume of expenditure is
concentrated.

A geographical breakdown reflects, in the case of programmed aid, no more
than the outcome of the negotiations and the very broad priorities of
the Lomé Conventions; in the case of EIB loans, on the other hand, it
reflects the dynamic approach adopted by certain ACP States. For exam-
ple, under Lomé I, four countries alone (Cameroon, Ivory Coast, Kenya
and Nigeria) were the recipients of almost 407 of all the funds managed
by the Bank, with a further 157 going to three others (Fiji, Mauritania
and Togo). Under Lomé II, to date, there are again four countries
(Camercon, Nigeria, Papua New Guinea and Zambia) which have taken up

407 of the resources handled by the Bank, with three others (Gabon,
Senegal and Zimbabwe) accounting for another 187.

Looking at the results of the Lomé Conventions overall, some encouraging
aspects emerge.

1. An assessment of the effect of industrial operations financed by the
EEC under the Lomé Conventions and involving the EIB (up to 30 June
1983, excluding projects financed through development banks) reveals
the following:



TABLE 9

LonE 1

BREAKDOWN OF COMMISSION AND EIB FINANCING FOR ACP INDUSTRIALIZATION BY SECTOR

(situation at 31.12.4883)

(Or~ 155 10N £E.1.8. YOTALS
GRANTS SPECIAL TOTAL SUHS1012£D NON-SUBS R1SK ngt - 19373 COMMUNITY
AN OAN LOANS CAPITAL
LoAus LOANS 0 SUBSIDIES) :‘:I;';
I
SECTORS No Amgunt No I Amount Ho Amgount No Amount Subsidy No |Amount No Amount ~No Amount | Amount No Amount x
- A 8 4 D | (A+B+C)
AGRO INDUSTRY 17 6.4 S 14.9 22 21.3 49 83.7  13.4) 17 29.9 &6 113.6 &4.6 88 134.9 18.0
FINING +QUARRY ING 13 5.3 1 3.6 1% 8.9 8 35.5 | ( 5.7 11 (11,3 19 L6.8 25.9 33 55.7 7.4l
CONSTRUCTION 3 0.4 - - 3 0.4 12 29.7 | 4D 9 110.8 21 ¢D.5 15.3 2L 409 5.4
CHEMICAL 1IND. 6 1.5 | 2 B.L 8 9.9 13 28.9 |C 4.8 8 9.8 21 38.7 24.3 29 48.6 6.5
FETALL .AETALYMECH - - 1 3.5 1 3.5 3 29.6 | ( &.48) -] 6.5 37 36.1 14.4 38 39.6 s.3
TEXTILES+LEATHER 4 11.0 3 446 .4 7 55.4 15 9.4 « 1.4) 6 13.6 21 23.0 70.4 28 78.4 1'0:5
GTHER MANUF 12 2.9 | 3 | 1.9 15 19.8 [ 41 18.9 |( 2.6} 9 5.3 50 24.2 27.7 65 4.0 S.§
ENERGY L9 83.0 3 [3.7% .1 52 131.8 16 132.1 ( 24.6) 7 2.5 23 134.9 159.2 75 266.7 35.¢
GEMERAL 25 | 221 | ¢ 6.0 |2 28.1 | (B 9.2 |t 1.4 7 ] 2.8 7 1.8 ) 32,1 361 399 5.7
) (a) (c)

TOTALS 129 132.6 {22 |146.5 151 279.1 185 | 377.0 € 62.2) 80 (92.6 265 469.6 {4339 416 7L8.7 1100
X 31 17.7 | 5.31 19.6 13637 37,3 {445 50.3 - 19.2|12.4 63.71 82.7 | 5749 100 | 100 -

TOTAL (d) I ' -

COMMITHMENT - N822.7 - 1418.0 - [22¢0.7 - 390 ( 3.7 - - - {99.0 - L89.0 - - 2729.7 -

AID YO INOUSTRY X | - 73| - 3s.0 -fzs (- 9t Yerer - - - lo3.s - | 9.0 - - 214 | -
J—

3) Studies, technical Assistance CID budget
b) Sums not yet assigned to )7 global loans

c)

loans and 3 global authorizations for studies

d) Excluding Stabex, special aid,delegation and administrative costs and interest rate subsidies.

S acaquisitionsi of holdings in development banks capital and 2 for development banks plus sums pot vet assigned to 3 global




TABLE 10

LCME 11

BREAKDOWN OF COMMISSION AND EIB FINANCING FOR ALCP INDUSTRIALIZATION BY SECTOR

{situvation at 31.12.1983)

COMMISSION E 1 .8. TOTALS
GRANTS SPECIAL TOTAL SUBSIBIZED NON-SUBS RISK TOTAL COMHUNITY -
LOANS LOAKRS 1 Loans CAPITAL (EXCL INT £0F TOTAL
SUBSIDIES) | TOTAL (R+D)
SECTORS No | Amount | No | Amount Nc::__l Amount |No | Amount | Subsidy jNo | Amount | Ho | Amount | No | Amount No | Rmount X
A 8 4 o] (asB+0)
AGRD JNDUSTRY (2) 8 391 2 7.1 10 mM.0 1} 15 30,0}t 616) - 10| 15.% 5] 451 32.7 35 56.1 7.4
MINING +QUARRY ING 2% 15.21 2| 950 26} no.2 2 26.01C 7.00 |1} 4«00 | 8] 2¢.3 1M} 903 | w1s 37 | 200.5 | 27.2
CONSTRUCTION - - - - - - 2 16.5 (&5 - 1 2.4 3 18.9 4.9 3 18.9 2.5
CHEMICAL IND 1 7.2} 1} w0 17.2 3 13.0{C 3.0 |~ - 2] 3.8 s| 1.8 | 2.0 7] 3.0 | 4.6
METALL . HETAL *MECH - - - - - - 4 1.7 |t 0.3) ¢~ - & 1.7 10 3.4 2.0 10 3.4 0.5
TEXTILES+LEATHER 3 03§ 1 2.5 4 2.8 7 3.2 1C 0.5) |- - 6] 5.5 3] 8.7 B.H 7] .S 1.6
OTHER MANUF 1 0.1] - - 1 0.1 4 1.6 {¢ o3 §- - q15 1107 (] w23 | na 20 | 12.4 1.7
ENERGY L6 | 66.0) S| soa ) sy jo1e.s 0] 1210 {310 |- - <7 | 19.7 | 17 |140.7 |87 68 | 257.1 | 34.9
)

GENERAL 32 3¢.2) 3| 8.4 s 2.3 f(ady 736 C2.2) |- - o} 27.0 | 10 {in0.4 } BI.S 45} 182.7 | 19.4

TOTALS 115 | 126.9 134 1731 | 129 | 300.0 |47 | 2Bo.4 65.4 1 | 40.0 [65 1102 113 j436.6 [475.6 242 | 736,46 (100

X _er ] 172 ) s 0235 § s3] w07 PS5 3a9 | - 05| s.& J27 |15.0 |47, s¢.3 | - 100 } 100 -

TOTAL
COMMITHENT (e) - 3019 { - {3504 - jes2.3 - (3876 | 26,0 |- {s0.0 | - h27.7 - 1495.3 - - 121476 -
AID TO 1NDUSTRY X | - 9.7 ]| - | 9.4 -] g1 | -} 779 | Be.v |- poo - 1883 - | 88.2 - -] ws i -

3) Including SYSMIN

b) Studies, technicau Assistance, CID budget
t) Sums not yet assigned to global loans

d)

authorization for studies

€) Excluding Stabex, special aid,delegation and administrative costs and i

nterest rate subsidies.

10 Acquisitions of holdings in development banks capital plus sums not yet assigned to 13 global loans and 1 global
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(i) the average direct value added created in the ACP industrial
sector (energy excepted) is 880 million ECU (1982 value) per
year, out of a total of 17 000 million ECU;

(ii) the net effect of these projects on the ACP balance-of-
payments situation is a gain of 607 million ECU (1982 value)
per year;

(iii) energy projects have led to savings of some 440 million ECU
per year, equivalent to 6% of the cost of ACP oil imports;

(iv) major projects, which make up about three-fifths of industrial
cooperation commitments, have been supported by means of co-
financing, in which the Community's share represents more than
15% of the total investment.

Under Lomé II, there has been an increase in the resources allocated
to the CID, set up to "help strengthen industrial undertakings in
the ACP States ...'" particularly by placing "... special emphasis
.+, on the identification and exploitation of the possibilities of
joint ventures ..." (Article 79). Details of the CID's activities
are given in Table 7.

EIB operations to assist small and medium—-sized businesses or in-
dustries via ACP development banks under the two Lomé Conventions
have led to the creation of 17 386 new jobs, 447 of them in agro-—
industry, 267 in other manufacturing industries, 11Z in textiles
and leather and 8.67 in metallurgy, metal-working and mechanical
industries (see Table 8). The average cost per job created works
out at 23 125 ECH. This form of investment supplements other EIB
operations which generally concentrate on projects requiring sub—
stantial levels of investment. Such small operations help to
build up a network of SME catering to limited and specific needs,
for example maintenance, repairs or the training of a skilled
local labour force.

Turning to the heart of the problem and the real possibilities that
exist for industrialization in the ACP States, we can group the 64
States into three categories: '

(a)

(b)
(c)

20 island states with less than 500 000 inhabitants, which survive
on tourism and a few cash crops;

11 extremely small countries, with tiny domestic markets;

33 ACP countries with more than a million inhabitants, in which
977 of the total ACP population is concentrated. This large group
is also fairly representative of the ACP countries as a whole,

with poorly developed health and education infrastructure, a large
sector of the population at subsistence level, a dominant agricul-
tural sector and an economy in which foreign transactions represent
nearly 807 of the GNP.



CHART 1

Source:

DIAGRAM 1

Growth in CID interventions under Lomé 1l
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DIAGRAM 2

Distribution of CID interventions by sector {1982)
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Annual Report 82, CID, Brussels 1983.
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Apart from a few special exceptions such as Kenya, Senegal and Zimbabwe,
the part played by the manufacturing sector ranges from some 87 in the
low-income countries to 117 in the middle-income countries.

The causes of the non~industrialization of the ACP States must be sought
in their general social and economic background: small markets, inade-
quate infrastructure, economic, financial, monetary and political insta-
bility, the institutional environment, etc.

In their industrial development policy, the ACP countries have generally
placed the emphasis on excessively large projects, import substitutiom,
wholesale importation of Western technology, excessive protectionism
and/or direct or indirect subsidies which hamper management, producti-
vity and competitiveness. The SME have rarely been given any conside-
ration by policy-makers and have run up against commercial, customs,

tax and investment policies implemented with larger undertakings in
mind.

This form of industrialization does not generate much value added nor
does it lead to job creation. It has a harmful effect on the competi-
tiveness of the whole productive system, brings in little by way of
taxes and increases financial, technical and trade dependence.  The
terms of trade established between urban centres and the countryside
work systematically to the detriment of the latter.

The outlook, broadly speaking, for new and viable investments in the
ACP States' manufacturing industry is extremely poor. A number of
observers have agreed that priority must be given to the rehabilitation
of existing installations which are run down and no longer operating

at capacity, to restructuring the state—owned industrial sectors and

to maintenance.

In some of the countries in the third group we have mentioned, which
already have a significant industrial base, this could be strengthened
by developing closer links between the various sectors. Here again,
however, there are many cases where rehabilitation must be the order .
of the day.
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EIB operatioms via development banks in ACP countries to assist SME, under the
first and second Lomé Conventions

Financing from global loans, broken down by country and by sector contributing

to industrialization

Position at end—-1983.

Country Financingl Inves t:ment;2 Jobs Average cost
created per job crea-|
Sector No ?xrr:c;‘énctu Z  (mECU 4 ted (ECU)
Africa
.Burundi 4 0.8 0. 23.0 3.4 385 60 700
(other manuf. indust.) (&) (0.8) (23.0) 299
. Ivory Coast 12 4.8 4. 18.5 4.3 390 47 400
(agro-indust.} (8) (3.2) (14.4) (252)
(metall. metal-work. mech.
eng.) (2) (1.2) (3.4) (100)
(other manuf. indust.) (2) (0.4) 0.7 ( 38)
.Ethiopia 2 0.2 0. 0.2 - - -
(other manuf, indust.) (2) (0.2) {0.2) (=)
.Kenya 23 11.3 11. 58.0 13.5 2 703 21 500
(agro—indust.) (5) (2.4) (5.2) (266)
(chem. indust.) (5) (2.3) (13.2) (796)
(metall. metal~work. mech.
eng.) (5) (3.1) (8.2) (441)
(textiles and leather) (1) (0.2) (6.8) (300)
{other manuf. indust.) (7) (3.3) (24.6) (900)
.Lesotho 6 1.5 1. 12.3 2.9 357 34 400
(agro-indust.) (2) 0.7) (10.9) (165)
(metall. metal~work. mech.
eng.) (2| (0.6) (1.1) (122)
(textiles and leather) (2) (G.2) (0.3) ( 70)
.Liberia 9 2.5 2. 13.4 3.1 209 64 100
(agro~indust.) (4) (1.2) (7.1) { 37
(constr. materials) (1) (0.1) 0.1) ( 60)
(metall. metal-work. mech.
eng.) (1) (0.3) (0.5) ( 43)
{other manuf. indust.) (3) 0.9) 5.7 ( 69)
.Malawi 10 4.8 4. 28.0 6.5 2 069 13 500
(agro-industr.) (3 (1.1) “(5.2) (607)
{constr. materials) (L (0.5) (2.2) )
(chem. indust.) (1) (1.4) (6.1) (35)
(textiles and leather) (3) (1.3) 1.7 (357)
(other manuf. indust.) (2) (0.5) (2.8) (1 070)
1.Mauritius 16 3.1 3. 7.2 1.7 426 16 900
{agro-indust.) (6) (1.5) {3.0) {79)
(extract. indust.) (1) (0.2) (0.6) (10)
(metall. metal-work. mech.
eng.) (3) (0.5) (1.6) (53)
(textiles and leather) (4) (0.7) 1.7) (205)
{other manuf. indust.) (2) (0.2) 0.3) (79)
Nigeria 26 24.5 24. 97.0 22.6 1 942 30 000
(agro~indust.) (6 (6.7 (26.5) (406)
(constr. materials) 2) 1.7 (16.7) (192)
(chem. indust.) (2) (1.8) (2.6) (63)
(metall. metal-work. chem.
eng.) (N (3.1) (10.4) (393)
{textiles and leather) (3) (2.8) (5.6) {213)
(other manuf. indust.) (6) (8.4) (35.2) (675)

(continued)



TABLE 11 (continued)

EIB operations via development banks in ACP countries to assist SME, under the
first and second Lomé Conventions

Financing from global loans, broken down by country and by sector contributing

to industrialization

Position at end-1983.

Country Financingl Im.\'estmenr:2 Jobs Average cost
4 er job crea-
No | Amount 7| mECU 7 create per J

Sector in mECU ted (ECU)

.Uganda 5 6.2 35.5 5 470 4 300

(agro~indust.) (3 (4.0) (25.0) (5 246)

(other manuf. indust.) (2) (2.2) (10.5) (224)

.Seychelles 2 0.4 0.4 1.2 0.3 - -

(other manuf. indust.) 2) (0.4) (1.2) )

.Swaziland 3 0.4 0.4 0.5 - - -

(other manuf. indust.) (3) (0.4) {0.5) (-)

.Tanzania 11 4.6 4.6 14.8 3.4 651 22 700

(agro—indust.) (2 (0.4) (4.7) (165)

(chem. indust.) [¢)) (0.9) (1.6) 22)

(metall. metal-work. mech,

eng.) (1) (0.4) (2.0) (69)

(textiles and leather) (3 (1.3) (2.0) (176)

{other manuf, indust.) (4) (1.6) (4.5) (219)

.Zaire 6 5.2 5.2 9.1 2.1 255 35 700

(agro-indust.) (1) (1.4) (2.8) (102)

(other manuf. indust.) (5) (3.8) (6.3) (153)

.Zambia 18 7.8 7.8 8.0 8.8 1 126 33 700

(agro—indust.) (4) (1.8) (3.6) (137)

(metall. metal-work. mech.

eng.) (2) (0.6) (2.5) (103)

(textiles and leather) (4) (1.7) (14.1) (468)

{(other manuf. indust.) (8) (3.7) (12.8} (418)

[Africa (regional) 3 3.0 3.0 10,7 2.5 97 110 300

(chem. indust.) (1) (1.0) (3.9) (44)

(textiles and leather) (1) (1.0) 3.7 (30)

(energy) (1) (1.0) (3.1) (3

TOTAL AFRICA £6 81.1 81.3 367.4 85.4 15 980 23 000

(agro-indust.) (48)|  (24.4) (113.4) (7 462)

(extract. indust.) (1) (0.2) (0.6) (10)

(constr. materials) (4) (2.2) (19.0) (252)

(chem. indust,) (10) (7.4) (27.3) (960)

{metall. metal-work. mech.

eng.) (23) (9.8) (29.7) (1 324)

(textiles and leather) 21 (9.1) (45.8) (1 839)

(other manuf. indust.) (52) (27.0) (128.5) (4 130)

(energy) (1) (1.0) (3.1) (3

(continued)
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X/116/84~EN

EIB operations via development banks in ACP countries to assist SME, under the
first and second Lomé Conventions

Financing from global loans, broken down by country and by sector contributing

to industrialization

Position at end~1983.

Country Finemcing1 Inves tmenl:2 Jobs Average cost
created per job crea-
Sector No inOEEU % mECU z ted (ECU)
Caribbean and Pacific
-Barbados 14 2.2 2.2 5.4 1.3 349 15 500
{agro~indust.) (3) (0.3) (1.2) an
(constr. materials) 1) (0.1) (0.2) (4)
(metall. metal-work,. mech.
eng.) &) (0.2) {0.3) (5)
(textiles and leather) {2) (0.5) (1.2) (149)
(other manuf. indust.) (7) (1.1) (2.5) (174)
.Trinidad and Tobago 30 13.3 13.3 | 32.3 7.5 862 37 500
(agro~indust.) N 2.7 (6.4) (136)
(extract. indust.) (6) (3.3) (10.4) (201)
(constr. materials) (2) (1.1) (2.4) (202)
(metall. metal-work. mech.
eng.) (9) (3.7 (7.4) (167)
(textiles and leather) (2) (0.3 (0.5) (52)
(other manuf. indust.) (4) (2.2) (5.2) (104)
.Caribbean (regional) 5 2.7 2.7 22.7 5.3 114 199 100
(agro-indust.) (1) (0.3) (0.5) (1)
(constr. materials) (1) (0.6) (2.3) (31)
(other manuf. indust.) (1) (0.6) (3.0) (72}
(energy) (2) ¢ (1.2} (16.9) =2
.Tonga 1 e.1 0.1} 0.2 - 20 10 000
(other manuf. indust.) (1) (0.1) (0.2) (20)
.Vanuatu 3 0.4 0.4 2.0 0.5 61 32 800
(constr. materials) (1) (0.1) (1.0) (41)
(other manuf. indust.) (1) (0.1) (0.2) (20)
(energy) V| .2) (0.8) -
TOTAL CARIBBEAN AND PACIFIC| 53 | 18.7 | 18.7| 62.6 | 14.6 1 406 44500
(agro-indust.} an s} (3.3 (8.1) (164)
(extract. indust.) (6) (3.3) (10.4) {201)
(constr. materials) (5 (1.9) {5.9) (278)
(metall. metal-work. mech.
eng.) (10) (3.9 (7.7) (172)
(textiles and leather) %) (0.8) (1.7) (201)
(other manuf. indust.) (14) 4.1) (11.1) (390)
(energy) {3} (1.4) (17.7 =)
TOTAL AGP_COUNTRIES 209 | 99:8 |100.0430.0 | 100.0 | 12386 25,100
(agro-indust.) (55) | (27.7) ] (27.8)](121.5)| (28.3) (7 626)
(extract. indust,) (N (3.5) (3.5)% (11.0) (2.6) (211)
(constr. materials) (9) (4.1) (4.1)] (24.9) (5.8) (530)
(chem. indust.) 1(10) (7.4) (7.4) (27.3) (6.3) (960)
(metall. metal~work. mech.
eng.) (33 | (13.7) | (13.7)] (37.4) 8.7 (1 496)
(textiles and leather) (25) | (9.9)] (9.9)] (47.5)| (11.1) (2 040)
{other manuf, indust.) (66) ] €31.1) | (31.2)[(139.6)) (32.4) (4 520)
L(energy) (4) (2.4) (2.4) (20.8) (4.8) (3)

]'Case—by—case financing from global lcans, of projects put forward by development banks.
Total investment involved in projects put forward by development banks.
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MAGHREB-MASHREQ-ISRAEL (MMI)

In step with the development of common policies, in particular the com-
mercial policy, the Community has gradually taken over the role of the
Member States where trading relations with the non-member Mediterranean
countries are concerned. The Community's agreements with the countries
of this region, negotiated successively during the 1960s, were remodel~
led during the 1970s within the framework of an overall Community policy.
Cooperation agreements were accordingly concluded with Israel in 1975,
with the Maghreb countries (Morocco, Algeria and Tunisia) in 1976 and
with various Mashreq countries (Egypt, Syria, Lebanon and Jordan) in
1977. Agreements in addition to those already existing were signed
with Malta and Cyprus. Simultaneously, accession negotiations were in
progress with Greece as well as negotiations with Spain and Portugal.
More recently, an economic and cooperation agreement between the EEC and
Yugoslavia was negotiated.

The Community's agreements with the Mediterranean countries provide them
with duty-free access to the Community market for their industrial pro-
ducts, various customs concessions on agricultural products and finan-
cial aid in the form of EIB grants and loans. The Community's current
Mediterranean policy represents a transition from the previous set of
stage-by-stage agreements to a more harmonized policy based on a so-
called overall approach to the region. It shows a definite willingness
on the part of the Community to help the countries concermed in their
efforts to achieve structural diversification through industrial develop-
ment aid, investments, etc. From the economic point of view, the
importance of the Mediterranean area for the Community has steadily
increased over the years. The population of the Mediterramean countries
is equivalent to that of the Ten. Furthermore, the Community represents
for the Mediterranean countries a very important trading partner.

Trade with the EEC, in terms of both exports and imports, generally
accounts for between 307 and 70Z of the total external trade of the
majority of the Mediterranean countries.

The Mediterranean countries almest constantly run a fairly large trade
deficit with the EEC. They account for on average roughly 10% of the
EEC's exports.

The Mediterranean region is an important transit zone for energy and raw
material supplies. It has a vital role to play in the context of the
EEC's relations with the Arab world and Europe's special relations with
Black Africa.

The development of particularly close relations with the MMI is there-—
fore likely to substantially enhance Europe's world presence.

To date, despite its efforts, the Community seems to have made only a
very small contribution towards the industrial development of the MMI.
Most of the coumtries concerned have in recent years recorded a very
low per capita GNP growth (approximately 27 except for Israel and Tuni-
sia). In some countries, such as Morocco and Egypt, per capita GNP

is still substantially lower than in other countries of the region.

The rate of growth of manufacturing industry has been uneven; some
countries, such as Algeria, have even experienced a marked decline in
this sphere.
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With the exception of Israel, the balance-of-payments deficits of the

countries concerned have taken a serious turn for the worse over the
last few years.

With regard to the trade balance, the trend has been mainly to the dis-
advantage of the Mediterranean countries, which have seen a clear dete-
rioration in the balance of their trade with the Community. One ex—

planation may be that greater dynamism has gone into EEC exports than
into MMI products imported by the Community.
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TABLE 12
Some economic indicators in respect of EEC-MMI trade
Country or Population EEC share Industrial exports
group of (million) (in %) to the EEC
countries - 5T
. Sector (%
exports |imports total)
(average 78-80)
MAGHREB
Algeria 18.8 38 62 Petroleum (85)
Tunisia 6.4 71 65 Petroleum (50)
Clothing (23)
Morocco 20.1 58 47 Phosphates {40)
MASHREQ
Egypt 42.3 45 40 Petroleum (80)
Cotton (8)
Textiles (6)
Jordan 3.2 5 38 - -
Syria 7.0 8 39 - -
ISRAEL 3.9 38 38 Chemicals (40)
Clothing (12)
Diamonds (2n
Textiles (8)

Source: Chronique européenne

Bulletin de la Soci&t& Générale de Banque
No 233 - Brussels — June 1983.



In addition, the southern Mediterranean countries are concerned at the
prospects for their traditional agro~food exports in view of Greece's
accession to the Community and the future accession of Spain and Portu-
gal. All in all, the economies of the MMI show no evidence of current
growth nor of being planned with a view to those countries achieving
their goals and fulfilling their needs. The mere fact that they have
had preferential access to the Community market has not been sufficient
to trigger a significant degree of industrial development in the region.

With the exception of a few isolated and random initiatives, industrial
cooperation has not yet solved the problem of how the MMI can achieve
rapid industrialization in a way that is both harmonious and compatible
with the pattern of industry in the Community, itself in a state of
flux and suffering from over~production in many sectors. For example,
in the sphere of trade promotion, nothing has been done to improve the
distribution of MMI manufactures intended for Community markets. The
intent expressed in the programmes of the various agreements has often
remained a dead letter due to inadequate financial resources and lack
of political will. The results of the Community’'s industrial coopera-
tion with the Mediterranean countries in general would appear to be
much less significant than in the case of its industrial cooperation
with the ACP States and the prospects alsc would seem less bright.
Moreover, Member States still tend to deal bilaterally with the Medi-
terranean countries. The second enlargement of the EEC will most
probably result in a southward shift of the Community's centre of gra-
vity. The time is possibly right to re~examine the medium and long-
term nature of relations between the EEC and the MMI on a totally new
basis with a view to giving substance to industrial cooperation objec~
tives.
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III. NON—-ASSOCIATED COUNTRIES

Generally speaking, the Community's cooperation policy with the non-
associated developing countries consists of:

(1) trade arrangements (the GSP and/or bilateral agreements);

(ii) financial and technical assistance;

(iii) an emergency aid fund;

(iv) food aid;

(v) incipient cooperation with regional groupings.

The EEC also participates in global negotiations, particularly in the
United Nations. It is worth noting that Community financial and techmi-
cal assistance aimed at financing agricultural and other projects in
poor Latin American and Asian countries has been substantially increased

in recent years, from 20 million ECU in 1976 to over 250 million ECU in
1582.

African non-associated countries

Angola and Mozambique are the only two developing countries in Africa
which have no formal association with the EEC. Namibia is a special
case and the subject of a United Nations development plan.

Asian non—associated countries

In March 1980 the Community concluded a cooperation agreement with the
ASEAN countries (Indonesia, Philippines, Thailand, Singapore and
Malaysia).

Despite the low level of EEC~-ASEAN trade (approximately 3.57% of the
Community's external trade), ASEAN offers very encouraging prospects

by virtue of its current state of development and its rich raw material
resources. Furthermore, the ASEAN countries have shown a keen interest
in attracting Community investment, principally for industrialization
projects relevant to the whole region.

The Community's relations with Hong Kong, considered by the EEC as a
dependent territory, are increasingly influenced by EEC-China relations.

South Korea and Taiwan: Community relations with these countries are
largely determined by their special links with China and Japan.

In the case of Pakistan, Bangladesh and Sri Lanka, the EEC has concluded
similar commercial cooperation agreements with each of those countries.

India, which is a potential market of over 680 million people, signed a
commercial and economic cooperation agreement on 31 December 1981,

replacing the existing bilateral commercial cooperation agreement.

Latin American non-associated countries

The Community's total exports to these countries, which stood at 3 800
million ECU in 1970, had risen to 13 000 million ECU by 1981, though
Community imports from the region fell from some 117 in 1958 to 57 in
1980.



An agreement, similar to that concluded in March 1980 with the ASEAN
countries, was signed on 17 December 1983 at Carthagena (Colombia),
linking the EEC with the Andean Pact countries (Bolivia, Colombia,
Ecuador, Peru and Venezuela).

After the United States, the EEC is the principal trading partner of
the Andean Pact countries which, in the main, are major suppliers of
raw materials such as tin, copper, zinc, lead, tungsten and petroleum.

There has been an economic and commercial cooperation agreement between
the EEC and Mexico since 1975 and in September 1980 a similar agreement
was concluded with Brazil, replacing the trade agreement of 1974.

Since 1974, the Community's relations with Uruguay have been governed
by an EEC-Uruguay commercial agreement.

However, no cooperation agreement has been concluded with Argentina

since the expiry of the EEC~Argentina commercial agreement in December
1980,

As far as the other Latin American countries are concerned, they are
either covered by the GSP or participate in agreements on specific pro-
ducts or both. This is the case for:

(i) the five members of the Central American Common Market: Costa Rica,
El1 Salvador, Guatemala, Honduras and Nicaragua;

(ii) Belize, the Dominican Republic, Haiti and Panama in Central America;

(iii) Chile and Paraguay in South America.

X * *

A political movement called the Non—Aligned Movement, which held its first
conference in 1961 in Belgrade, now comprises 10l developing countries.

At their seventh conference held in New Delhi in March 1983, these coun-—
tries reaffirmed their intermediate status between an old order hased on’
domination and a new order based on cooperation between nations and
founded on the principles of liberty, equality and social justice for

the promotion of prosperity. They also sought to devise a more precise
economic strategy with a view to future negotiations with the developed
countries, The Latin American countries were late to join the Non~-
Aligned Movement, ten having joined since the sixth Summit.

Created in 1963 by the non~aligned countries, the so-called Group of 77,
which currently comprises 125 developing countries representing over

1 700 million inhabitants, is the mouthpiece of the non~aligned countries
in international forums. The Group is capable of making its weight felt
in encounters with the rich countries. The approach proposed by the
non-aligned countries for establishing a New International Economic Order
(NIEQ) endeavours to be realistic: a new two-stage approach aimed at
getting global negotiations underway and stepping up South-South coopera-
tion,

For the present, the non—aligned countries have requested an improvement
of existing aid arrangements as well as measures to restructure the
developing countries' debt and appropriate measures to promote Third
World exports to the developed countries, In the longer term, they seek
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a reform of the international monetary and financial system. With
regard to South-South cooperation, the Non-Aligned Movement has orga-
nized working parties to concentrate on twenty or so issues, the
results of which should provide material for studies undertaken by the
UN bodies working towards the establishment of an NIEQ. As indepen—
dent states, the non~aligned countries seek to be masters of their own
resources, organize their development and engage in cooperation on the
basis of equality and reciprocal interests. Regional groupings, such
as ASEAN and the Andean Pact, make it possible to pool resources and
plan more ambitious programmes.

As far as Europe is concerned, the Latin American and Asian countries
accuse the EEC of discriminating against them with regard to trade and
aid. The development of cooperation with these countries will, in all
probability, prove to be one of the more challenging tasks which the
Community will have to face.

It has implications, not fully grasped as yet, in two areas, namely
trade and investment:

(i) trade: what policies are needed to adapt those sectors in the EEC
which are or will be affected by the recession in the light of the
massive penetration of products coming from Asian and Latin Ame-
rican developing countries? In other words, the problem of
finding markets for those products. For example: Singapore, a
dynamic exporter of manufactures, will undoubtedly be followed
quickly by other ASEAN countries which can already offer low—cost
and therefore highly competitive products (e.g. textiles, elec-
tronics, etc.), while Brazil and Mexico, also exporters of manufac-
tured products, intend to consclidate their role as exporters in
the years to come.

(i1) investment: European firms are interested in the opportumnities
offered by the Latin American and Asian countries, because it is
they which offer the most encouraging prospects for a new inter-
national division of labour. Clearly there are matching interests
in substantial areas. Access to the raw materials produced by
these countries would give the Community greater security and
diversity of supply. However, there are many obstacles to increa-
sing European investment in these regions, in particular the pro-
blem of investment guarantees and security, and competition from
other investors, especially Japan.

Experiments in regional integration are wery important and it is all to
the good that the EEC has made a contribution in this sphere. The
Andean Pact and ASEAN are supranational entities which represent size-
able potential markets of fundamental strategic and economic importance.

The EEC~ASEAN agreement should be a model for improving the Community's
industrial cooperation with other non-associated developing countries,
in an attempt to create a better balance in the Community's external
economic relations, until now heavily biagsed in favour of the Mediter-
ranean and ACP countries.
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CONCLUSTIONS

The Third World arouses comntradictory reactions - pity for the victims of
extreme poverty, concern over the multitude of new competitors, and hope
for world economic recovery.

Among the developing countries as a whole a number of industrial powers are
emerging and demonstrating increasing competitiveness and dynamism amidst the
technological changes currently taking place. The worldwide activity of
American, European or Japanese multinational firms only partially explains
the scale of this phenomenon.

Unlike aid, which is dependent on the goodwill of the donor, industrial
cooperation corresponds to the demands of the Third World and is becoming
the object of international competition. The Third World countries are
major purchasers and are insisting more and more that they must acquire real
industrial capability.

This entails not only the sale of machinery and the supply of services, but
also the communication of scientific and technological information, the
transfer of knowhow, etc. - in short the whole wealth of accumulated
industrial experience and the efficiency that goes with it. The developing
countries are beginning to think in terms of industrial structure, that is
to say, an efficient linkage between the use to which equipment is put and
the effectiveness of training.

The industrialized countries have realized that industrial cooperation can
trigger new trade flows in goods and services as well as maintain or increase
traditional flows.

However, industrial cooperation causes concern and arouses scepticism in

some quarters because, according to Furopean manufacturers, it poses a threat
to certain developed—country industries at a time of high unemployment.

It is indeed likely that Third World competition on external markets will
increase in the 1980s as the developing countries industrialize further which
they are expected to do. But only a dynamic and systematic European indus-
trial policy can safeguard and strengthen jobs. A . protectionist and inward-
looking policy would at best merely protect those jobs - ultimately very
limited in number - associated with import substitutes and would do nothing
to remedy any weakness in export-oriented sectors.

In short, industrial cooperation is a necessary component not only of develop-
ment cooperation policy in general but also of European industrial policy.

The Community's industrial policy with the developing countries should
accordingly lay emphasis on the following aspects.

1) Strategies which give the developing countries more choice as to how to
industrialize. Countries which have only a limited mastery of technolo-
gy have in fact very little choice in the matter. Countries in which
scientific discovery and technical innovation are concentrated have such
a big advantage that the others can scarcely hope to catch up. Observers
agree that the Third World's technological gap is one of the main causes
of under—development.

The developing countries are increasingly asking for technological trans-
fers in the form of a complete vertical package, i.e. starting from the
product planning stapge and going through to the experimental stage.



2) Training, since industrial cooperation is primarily concerned with human
resources, and 1s the end result of a long process in which relations
between potential partmers mature. Training thus represents a basic
requirement and at the same time a very heavy burden, firstly, because it
does not fall within the normal sphere of research and, secondly, because
the true cost of training can rarely be passed on in the price of services.
Under the impact of industrial cooperation, the stress has shifted from
the machinery of major capital goods contracts to the organization and
transmission of the intangible substructure of industrial activity. The
heart of this problem concerns individual firms. New methods of working
have to be learnt, staff have to be trained for this task and organiza-
tional changes will be required. Willingly or unwillingly, competition
forces them to learn not only to produce and sell but also to transmit
their knowhow, to learn how to train, and so forth.

Industrial cooperation compels firms to innovate. Moreover, in the de-
veloping countries, local partners either only exist at State level or
have to follow the Government's wishes. Hence, there is a need to help
individuals or enterprises in developing countries to acquire specific
manufacturing capability.

3) The need to establish systems that can provide and circulate information
on supply and demand. To date, only very incomplete information is
available about existing needs and opportunities, although these are
numerous and varied.

Firms in developed and developing countries alike should be able as
quickly as possible to form an accurate picture - in quantity and quality
terms - of the whole range of industrial cooperation opportunities.

4) Preliminary and concomitant measures for project and pilot-scheme identi-
fication. This entails effective coordination standards at regional
levels.

Between 1967 and 1980, Algeria invested a total of 265 700 million dinars;
industry, in particular oil and gas, received the lion's share with 56Z on
average of the total. In the Ivory Coast, manufacturing industry developed
rapidly, growing at a rate of approximately 157 between 1960 and 1975. In
1982, South Korea's exports increased 87 in volume, while the volume of
world trade fell 2Z. These examples demonstrate that there are needs, a
sense of purpose and potential technical skills .which can only increase,
despite short-term economic setbacks. In 1983 international trade was most
buoyant in the developing countries and particularly in the non—oil-exporting
developing countries (see Table 13).

The furtherance of industrial development in the Third World entails, first
of all, programmes capable of mobilizing technological inmovation for the
development of the Third World, the establishment of joint EEC-Third World
research teams and, lastly, the encouragement of direct private investment in
the developing countries by mobilizing the potential of small and medium—
sized enterprises.
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JIABLE 13
1
World Trade Summary — 1963-1983
(percentage changes)
Average Change from Preceding Year :
1963-723 1473 1974 1975 1976 187 19718 1979 1980 1981 1952 19532
World trade
Volume 8.5 12.0 44 =25 110 5.0 3.5 6.5 2.0 05 25 1.0
Uait value {in U.S. doMar 1erms) 3.0 23.5 40.0 9.5 1.5 8.5 100 18.5 200 ~1.0 ~—40 —_—
(o SDR terms) ® 2.0 125 35.0 8.5 1.0 1.5 2.3 14.5 19.0 9.0 2.5 2.0
Yolume of trade
Exports
gdus)ui:ll countrics 9.0 13.2 70 —4.2 10.6 5.2 6.0 6.7 4.8 23 =23 0.5
eveloping countries
Oil exporting countries .. 9.1 142 ~1.§ 117 14.3 0.4 43 2.8 —~123 ~168 =191 —40
Non-oil developing
countiey 6.7 .53 ~01 03 .113 4.9 8.7 9.6 9.0 L3 _DB . A4S
Imports
]ndus|1ri:l counlries 2.0 11.5 14 -—8.1 13.3 4.5 5.1 85 —15 -24 05 2.0
Developing countries
Qil exporting countries 83 206 3835 414 206 160 4.8 123 153 199 51 -B.0
Non-oil developing
countries 62 115 16 =dd 45. 12 85 103 4.7 26 —-17 2.5
Uolt value of trade
(in SDR terms) 3
Exporu
ndustrial countries 2.1 10.1 23.8 10.8 5.6 6.5 37 L9 11.9 6.3 3.3 .0
Developing countries
Qil exporting countries 2.8 2235 2044 43 118 8.6 ~60 426 _ 513 .__208.._18 =103
Non-cil developing
countries - 212 200 370 12 123 127 ~16 140 15.1 93 1.5 3.5
Imports
Indusirial countries 1.8 120 396 8.1 6.6 Yai 26 149 214 7.2 09 1.5
Developing coustries .
Qil exporting countries .21 1.5 269 89 33 1 49 _.105 112 .87 3.1 4.5
Non-atl developing
countries 11 14.0. 436 8.9 60 65 _22___ 143 _ 223 133 _43 1.5

1Excludes data for the People's Republic of China prior to 1978.
Compound annual rates of change.

Figures are rounded to the nearest 0.5 per cent.

Averages based on data for the three groups of countries shown separately
below and on partly estimated data for other countries (mainly, the U.S.S.R.
and other non-member countries of Eastern Europe and, for years prior to

1978, the People’s Republic of China).

0.5 per cent.

Figures are rounded to the nearest

For years prior to 1970, an imputed value of US$ 1.00 has been assigned to

the SDR.

Source: World Economic Qutlook
A survey by the staff of the IMF
Washington DC, 1983.




