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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 econo~ic recession which began in 1980 - with the 

notable effect of lower growth in the 

developing countries - represented t~e accentuation of ~ 

process of economic slowdown which had begun in 1973 with 

the exhaust~on of growth in the industrialised countries, 

aggravated by the energy crisis. 

(b) In this context the strategy had seemed a salutary 

reaffirmation oftheneed 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/6outh Dialogue. 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 r~sponsibilities and 

efforts must be shared bet-.,rc·~!l all co;.;ntries while taking 

account of the specific .1f ,a,; of the .:Jeve_loping 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 developing countries will comprise 80% of the world's population and 78% 
of the potential labour force. The Third World also possesses a .large 
proportion of the world's reserves of energy and raw materials: roughly SO% 
of its hydro-electric potential, 68% of its petroleum, 45% of its natural 
gas, 78% of its bauxite, 66% 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 political 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 Lome 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. 

1 World Development Report 1982, 
World Bank, Washington D.C. 1982. 

2 . 1 f . Minera Facts and Problems. Bureau o M1nes. 
US Department of the Interior - US Government Printing Office - Washington 
D.c. 
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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 Yaounde Convention 
(1963-68) with the European Economic Community. 

When this first Yaounde 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 Lome Convention replaced the Yaounde 
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 Lome 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 Lome 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. (Lome II, Title v, Article 69); 

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

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

In addition, the second Lome Convention opens up new areas such as 
cooperation in the field of energy (Title V, Article 76) and working 
conditions and pay. 
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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 Lome 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, te~hnical 
and structural) that are possible under them and by the freedom which 
the ACP States enjoy to choose their own development model (Lome I, 
Title III, Article 38). 

Resources and institutions 

In order to achieve the objectives laid down in the Lome 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 Comm:\nities 
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 Lome 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 re~ources 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. 
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Certain basic principles govern the EIB's operations outside the Commu­
ni tyl: 

(a) 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; 

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

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

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

(e) it can support investment projects promoted by government bodies, 
para-statals or private firms; 

(f) 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; 

(g) 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; 

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

The second Lome 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 Yaounde 
Convention in 1963. The second Yaounde Convention in 1969 and the first 
Lome 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 EIB's operations fall under two main headings: 

(i) 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 5%. A sum of 175 million ECU 
has been allocated for this purpose from the resources of the fifth 
EDF; 

(ii)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 Lome Convention", 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. 
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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 Lome 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 Lome I -
some 335 million ECU - went to industrial, agro-industrial and mining 
investment and 28% - 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 development under Lome II comes to some 
5 700 million ECU, 2 000 million more than for Lome I, or an increase of 
almost 60%. 

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: 
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(i) loans 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 Lome I financing. 

In addition, a Declaration annexed to the Convention provides for addi­
tional operations from the EIB to be financed from its own resources 
(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 Lome 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 S-8%. 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 Lome 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 Lome I to 
130.64 million ECU under Lome 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 local SME, the Bank itself rarely mounting any direct operations for 
sums below 2 000 000 ECU. 

1small and medium-sized enterprises. 
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TABLE 1 

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

Position at end-1983. 

Country Lo~ns from own Risk capital 
Total operations resources 

mECU % mECU % mECU % 

I. Least develoEed ACP 92.6 24.8 56.0 60.5 148.6 31.9 
countries!! -- -- -- -- -- --

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 .o 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 L. 
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 . 1 d' . f . 1 
2not 1nc u 1ng two operat1ons o a reg1ona nature 
as classified under Article 48 

I 
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TABLE 2 

Geographical breakdown of financing 1 provided by the EIB under the 
second Lome Convention to assist ACP industrialization 

Position at end-1983 

Country Loans from own Risk c;apital Total resources operations 

I-· 
mECU % mECU % mECU % 

I. Least develoEed ACP 38.0 11.8 51.63 48.9 89.63 20.9 
countriesZ -- -- -- -- -- --

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 0.29 0.3 0.29 -
Lesotho 3.00 2.8 3.00 0. 7 
Malawi 3.00 2.8 3.00 o. 7 
Niger 10.0 3.1 10.00 2.3 
Uganda 10.00 9.5 10.00 2.3 
Rwanda 0.70 0.7 o. 70 o. 2 
Seychelles o. 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 o. 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 o. 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 322.4 100.0 105.66 100.0 428.06 100.0 

1 . 1 d' h . f . 1 
2not ~nc u ~ng t ree operat~ons o a reg~ona nature 
as classified under Article 155 
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TABLE 3 

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

By per capita income. Position at end-1983. 

Country 1 
Loans from own Risk capital Total per capita GNP resources operations 

(US$ 1980 value) 
mECU % mECU % mECU % 

Per capita GNP~US$ 410 75.2 10.8 118.4 59.7 193.6 21.6 -- -- -- -- -- --
Benin 0.3 0.1 0.3 -
Burundi 5.8 2.9 5.8 0.7 
Cape Verde 5.4 2.7 5.4 0.6 
Central African Republic 5.1 2.6 5.1 0.6 
Comoros 0.3 0.1 0.3 -
Ethiopia 0.3 0.1 0.3 -
Gambia 2.4 1.2 2.4 0.3 
Ghana 16.0 2.3 8.2 4.2 24.2 2.7 
Guinea 4.4 0.6 0.4 0.2 4.8 0.5 
Upper Volta 8.0 1.2 7.5 3.8 15.5 1.7 
Madagascar 9.5 4.8 9.5 1.1 
Malawi 14.0 2.0 5.0 2.5 19.0 2.1 
Mali 3.8 1.9 3.8 0.4 
Niger ll.5 1.7 0.9 0.'5 12.4 1.4 
Uganda 10.3 5.2 10.3 1.2 
Rwanda 3.7 1.9 3.7 0.4 
Somalia 2.8 1.4 2.8 0.3 
Sudan 6.7 3.4 6.7 0.7 
Tanzania 5.0 o. 7 15.3 7.7 20.3 2.3 
Chad 7.0 3.5 7.0 0.8 
Togo 16.3 2.3 5.1 2.6 21.4 2.4 
Zaire 11.6 5.9 11.6 1.3 
Vanuatu 1.0 0.5 1.0 0.1 

Per ca2ita GNP:> US$ 410 463.4 66.5 64.9 32.8 528.3 59.1 
~US$ 1 100 -- -- -- -- -- --
Botswana 25.5 3.7 1.8 0.9 27.3 3.1 
Cameroon 65.7 9.4 5.0 2.5 70.7 7.9 
Congo 4.0 0.6 0.7 0.4 4.7 0.5 
Djibouti 3.3 1.7 3.3 0.4 
Kenya 75.0 10.8 2.5 1.3 77.5 8.7 
Lesotho 3.1 1.6 3.1 0.4 
Liberia 7.4 1.1 1.0 0.5 8.4 0.9 
Mauritania 25.0 3.6 25.0 2.8 
Nigeria 90.0 12.9 90.0. 10.1 
Senegal 33.0 4.7 11.3 5.7 44.3 4.9 
Swaziland 18.9 2.7 1.0 0.5 19.9 2.2 
Zambia 42.0 6.0 4.8 2.4 46.8 5.2 
Zimbabwe 20.0 2.9 5.4 2.7 25.4 2.8 
Belize 2.0 0.3 0.6 0.3 2.6 0.3 
Dominique 1.0 0.5 1.0 0.1 
Grenada 2.4 1.2 2.4 0.3 
Guyana 3.2 1.6 3.2 0.4 
Saint Lucia 0.2 0.1 0.2 -
Papua New Guinea 54.9 7.8 13.6 6.9 68.5 7.7 
Tonga 1.0 0.5 1.0 0.1 

I Western Samoa 1 I 3.0 1.5 1 3.0 0.3 

(continued) 

1 
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TABLE 3 (continued) 

Country 1 Loans from own Risk capital Total per capita GNP resources operations 
(US$ 1980 value) mECU % mECU % mECU % 

Per capita GNP >US$ 1 100 157.8 22.7 14.8 7.5 172.6 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 

~regional 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 

resources 
~o. of Amount No. of Amount 
ppera (mECU) ~erations (mECU) 
ions lilo- Hold- Glo Hold-

bal 'ings bal ings 
oan loan 

No. 

First Lome Convention 
Africa I .!l !.!.2 ! .1 ~ W! !! 
Burundi hnqwe Mulanah de ~wlopp ... hl !cGGO•lqu 

<a.•ou 1 o,so I 

Ivory Coast 2 7,0 2 
CddLt d• Cllu d 1 lvo1n (CCI] (I) (l,J) 
tclat1•111L• rLa&acllu 1M C6te d•tvoln (COPUICJ) (I) (l,J) 

) l ~~.o Kenya DeY• Lop"Nal: Ph&c.t C:O.,•y ol J:n)'• Ucl (DFCX) m (1,0 • J.,O) 
la.d ..... tdal DndDpDUlt !o•k (lDI) (I) (J,O) 

Liberia L1berLu luk for Dlvdop111nt ud la.vulu .. ;at 
(L.IOI) I 21 SO 1 0,29 I 

Malawi I 1,00 I 
lovanDea.C cd Developoaar. IIAI& ol KtlavL Ltd. 
(IIIOUA1t'1 (l,O + S,O) 

Mauritius DevdopGMaC. Buk of tt.Y.rlchu (DIK) I l,OO I 
Nigeria Hl1u-Lu hwh..auhl ~nlopMDC l&ak (H1DI) I 2).00 I 

Seychelles O.nlopaeac link of S.ychellu (DIS) I o,u I 

Swaziland .:.lutoa•l ta.cho~auhl 1lln\op~:~~~~a.t Corpor.&'CLCIG 
of twuL\.Ia.d ("IDCI-) I 1,00 I 1,00 I 

Tanzania T&Qaaa.yUta PtvdopMa.C Phuu CGc;IIIIJ' t&d 
I (TDfL) I J,OO I 2,50 

Zaire I at 14 z 
Sodlta rh~aaclhe 4• DfveloppcCIIIDC uonP!l (0 1 10f-0,04) 

Zambia Developoeac lull& ol taabh (DIZ) I I,JO I 0,55 z 
Caribbean i_ .!.!.!2 - - - - i 
Barbados llrbA4oo DIYtlop100o< I..U. (IDa) I 2,)0 I 

z •o,oo I 
.Trinidad & s~g< Trhidad aa.d Tob.aao O.n topmt:GC 11amce 

Regional ea,. .. , Led more) U,O • S,C) 
C:aribbuo 0..¥• Lo*ftll: IIDk CCII& I I 100 I 

TOTAL ACP II 12,10 I I 1,00 1,)6 IJ 

Second Lome Cot vent Lon 
Africa ! ~ ll ! .!!ill !.:.!! ll 
Botswana lloU\elaa.a Dnelo~c. Corpoull:.ioD (DDC) 1 1,00 I 

Burundi laaqw• tla~:loaa1• dt D6Yelopp ... ac Ecoao.J.qu• 1 l,lO I 
CDIID&l Comoros a.a,u• 4• abeLoppe•GC du Cocloru UDC) . 1 0,16 I 

Congo haq~o~• Huioa.aLt dt Dbdoppucac dt.1 Coa1o I 4,00 l 
UHPC) 

Ivory Coast Coap. Fi.o&~~~. de L• cau-d'tvo:l.n (COPlNC.l) I StOD l 
DF~out:i taln• dt DheloppeDtac. 4• Djlbor.ul (COD) I I O,OJ 0,41 I 
E hLopLa AsrLculr:'llul aa.d. tadunrll-1 Dtv&lo....,.ar. lank I 0,50 I 

(•!l)B) 
Kenya De•,. Lopca.ac r•a..an.c• ea.p.aa.y at' laaJI (DfO:) 1 8,00 I LesothQ Luol.ba .lbc.:l.ond Davllop•nc. Co.-potuloa(UlDC) I l,OO I 
rur~t~us D•v•Lopaenl laak ot Haurlr.Lw1 (D&'t) I 4,00 I 0,10 I 

~~~a~ a Nl&uian lnduatrlal D1vdoptD1Dt 14D.k (HIDB) I 40,00 l 
U&.t.nd4 Dan\0...-lnt hnk (UOI) I I 1,50 l,SO I RW'anda !•oqu• Rw&Qdaiu 4• Dheloppt .. nc CUD) I 0,10 I 

~~!cgelles OeveLopmenlt B~IL of SaychaLLu (DII) I 1,00 I 
loc.lhf Flao&ncUra de Dhllopp•MIU (SOfU)IE) I 6,00 I "-~La Oavdup~Wnc !l.llllll. of hmbh (QIZ) I 6,50 I 1,!0 I 

z~ abwe Uababwe Dnelopc.nc &.Dll. (ZDS) I 5,00 I 
ltHgRfl. (West hnqwe Owut .Ur:l.c.aine dt Dh•Lop:pCIIIIDC. 

(110.\11) I ~.oo 1 1,61 I East A r~ca hit Ahlcan Dnelopeent hnll lU.OI} I 0,50 I 
Caribbean 

l .!ia9! l L!2 ! - -Bar!;> ados !llub.ado1 D•vdo~nt lank (IDI) I •• oo I Belue hllu Dev•lopunc r Luau en ponE lon (IDJC) I J,oo I 0,60 • Dominica A~~:rlc~o~h"ral and lnd .. nrhl Dtv•lop .. nt I&Dk 

Jamaica 
C•IOI) l 0,10 I 
N.at ion.a L D••• LopcNnt lank of J ..... t u (~DIJ) I 5,00 I 

Trinidad & To- tfin.4.a.cl and Tob.a'o O.velopellU fiunc1 
bago Co::~p .. DJ (TrDIC) I 1,00 I 

Pacific - . ! ! W!! ~ l Tonga - -
lt'n".l O•v• Lup•• .. ·nt li•n .. (11JI) 1 I 0,!0 0,10 ! Vanuatu v .. nu.uw l.l~vdQ~M Lmk 1\'DI) 1 I,W 1 

TOTAL ACP r--- --
11 90,SO u 10 z. ,05 :a.09 )~ 

TOTAL ACP 

I~~ Overall total 
i (Lome I & II) I I ~' 1 IJ,OO ! 1S ~>.os_ 1 '17 .u s' 

Total 

Amount % by 
(mECU con-

ven-
tion 

.!!.ll !!.&! 

O,SO 0,6 
1,00 8,0 

12,00 13,6 

2,J9 ),2 
1,00 9,1 

,,, ),00 
l!,o!i 2B.• 

0,5& 0,6 

),00 ),4 

I,JO 8,) 
a, 1,.. 0,1 

l,O~ '·' .!.!.!2 lL! 
21,0 1,8 

10,00 ll,l 

lOO l • 

!8,06 LOO,O 

lOS, 71. ll..l 
4,00 l,l 
l,lO 1,0 

o,u 0,1 
4,00 !,\ 

5,00 ],8 
o,.;.6 O,l 
G,)Q o,, 

e,oo 6,1 
!,00 2,] 
4,~0 ],. 

40,00 )0,6 
10,00 1,1 
0,10 0,) 
1,00 0,1 
6,00 '·' 1,00 6,1 
),00 ],8 

6,62 5,\ 
0,!0 o,• 

!L!2 .LL.! 
.... ao 3,1 
2,60 2,0 

0,]0 0,2 
),00 I,B 

a.uo "6,l 

~ w 
1 .no 0,8 
1,ao U,1 

---
110d,O 130.1>~ 

1~8,70 I 
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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. For this reason, Lome II'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 proje~~ 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 European sources of 
financing such as the Caisse Centrale de Cooperation 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 International Finance Corporation 
(IFC). 

Under Lome II, cofinancing arrangements h~ve funded 3D-odd projects for 
a total of some 2 300 million ECU, out of which 10% 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 Lome 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 1981 and 3 600 in 1982, 
mostly in the agro-industrial sector of the ACP States). 



TABLE 5 

BAHQUE EUROPE£NNE D'INV£STISS£REUT £UROP£AI INVESTREIT BAKK EUROPIISCH£ INVESTITIO.SBAKK 

COF!NlNCEIIENTS CONVENTION DE LORE II- Prlta \onifila aur ressourtes propres. prfta Article 59 et opfrationa aur eapitaux 1 rlsques 

COFINANCING LONE II CONVENTIOK - loaas.on own resources ultb interest subsidy, loans Art. 59 and risk eapital operations 
ABKONAfK YON LOft[ II - Oarlehen aus cigenan Ritteln a\t TinsvergDtung, Oar1ehen Art. 59 und Finanzierungen •it haftende• Kapital G(II[JNSARE flHANZI£AUNG[N 

31.12.83 (million ECU) 

Pays Projet CoOt estid Prtt ord. BAE;t, Capitaur ouiu.~IRO/ SFI CCCE Fll DE.S CDC FMO IFU/ fonds Canada BAD B~nquu 
( 

• 
1 

) du projet (bonifih) 59 & riaqua• (FED) ~ID DliiiDA Arab. dnerses 
siqne en: •• 

Country Project Estiuted Ord~:f.:oans Art. Risk Cou, IBRD/ IFC CCCE fll DEli CDC FIIO JFU/ Arab Canada ADB Various 
Proj.Cost (subsid.) 59 Capital (EOF) lOA OAIIDA Funds Banks 

Botswana Morupule (11.82) 253,0 15,0 30,1 9,3 10,0 ~5.0 )2)4)5) 22,4 

Burundi Verreries (06.81) 1S,9 - 4.0 3.1 1 7 
Centrafrique UCATEX (10.83) 13,6 - 3,9 5,1 • 
Ca•troun SONEL II (12.83) 125,0 25,0 ~4,6 38.8 

Transca•er.(5.81) 51,0 10.0 - 13,6 8.0 
So~apah JII(~.82 58,9 3,8 - 2,0 22.8 3.7 

Cote d'lvoire Saph II (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 FU JII (12.81) 54.0 12:0 - 9.4 15,3 
Gabon Poubara (07.81) 70,0 7,0 - 24,0 

Etude 
Haut-Jvi,.do(6.83) 11,3 - 2."5 6.5 

Kenya Buburi (12.81) 24,0 6.5 - 4,7 3,0 2,1 

Olkaria 39,0 9.0 - 9,6 9,0 
librria Buto (05.81) 1.2 - 0~7 0,4 
Hadagntar GR£S Bitu•.II (07.~1) 3,8 - 2,2 0,5 

Malawi ... Nossi-Bt (09.83) 11,7 - 5.0 2, 7 
Niger Sonichar (10.81) 82.7 10.0 - 16.0 6,0( ) 8,3 
Pap.Nouv.Guinh OK HOI (10.81) 602.5 - 0,0 12,0 83, 83,3 

Higaturu 11(11.82 25.3 7.9 3,5 
s .. oa Sauniatu (12.81) 7.4 - 3,0 4.1 
Stntg~l SOCOCIII (10.81} 60.1 10.0 - 13,6 
Soaahe laiteric (Oii.82) 4.2 - 2.6 1.4 . 

S"ali land S£8 (09.81) 49.5 7,0 8,3 li.B 6,3 li.B 

, .. Hahwi ESCOII 02.83) 9,4 - 3,0 5.5 

(l) B~O£A 10 
(2) KOVEIT fUND 7,5 
(4) ABU DHABI FUND 7,5 
(5) SAUDI rUND 20 

LJl JBV DHABI FUND 

-L~--~--~~--~~---4----~~~------~ 
Note: This table does not include global loans to or holdings in 

development banks which also receive financing from other 
multi lateral o~ bilateJ;a,l ao.un~.es (llDFC.,. Belize, .SOCREDO. .:LI, 
French Polynesia). 

....., 



TABLE 5 (continued) 

£Ufi0P[U JlV[SlK£11 BANK [UROPAISCH[ IWY[ST!TIO~SBA-K S~NOU( fUROPf[~~[ D')NV£5T!SSf"fWJ 

cor:..~~~"C!II£N1S CDKV[IliON 0[ lO"[ II - Prlta bonlflla sur rrasourcta proproo, prlta Articlo 59 ot cplr1tions sur t>pit•ux ~ risqur• 
COF I~H[JIIG lO~[ II CONY!lTION - loans on own rtaourcrs with lntaro•t oubsidy, loons Art. 59 Jnd risk capital optration• 
G[H[!HSAM[ F!IIANZI!RUHG£1 AB~O~K[~ VON LOA[ II - Darlrhrn aus oig•non ~ittoln s!t Zin•v•rgDtung, Dorlthtn Art. 59 und Fin>nti•rungrn oit h>fttndt• Kapital 

I 
I 

Poys 

Country 

1.3-nl)nit 

1 ogo 
7a•bir 
7i•b•bwc 

Ri9ionol 
Colt d'lvoire/ 

[I) OP£ C-F UNO 
0) SAUDI -f UNO 

(mit 1 ion ECU) 

CoOt .stial 
B£1 • 

~IRD/ Sri CCC£ Fll D£6 CDC fMO lFU/ fond• c ... d. 'lAD s.nqun 
Prcj<t ( • i gnE PrH ord. Art. Capitaux Couus. 

tn:) 
du projrt (bonifih) 59 1 risquoo (HO) ~ID DU!Ol Arab. di verses 

Projoct [stiaated Ord.loona Art. Rhk Coaa. BRD/ IFC CCC£ fll D£G CDC FIIO lfU/ .l.rob c.noda ADB V.ri~• 

Prcj.Cost (suhdd.) 59 Capital (£OF) 104 DAN IDA Funds B•nh 

SDHGD SONGO IJ(l2. I) U.l - - 7,5 - 18,5 - - - - - - - 11,1 (I ~ - - -
Port dr looE (09.8 ) -33,} ~-4 - - - - - - 9.7 - - - - '1.2{l ~ - - -
NCCII (12.8I) 
WUK}[ (12.82) 

CJMAO Ill (06.83) 

lOl.l.l 1981/ 83: 

226.~ 25.0 - - - - :18.5 - - - 27,5 - - - - - 42,7 
340.0 20,0 - - - 90,3 - - - - - - - - - - -

60,0 - - 2.43 - - - 3.64 - - - - - - - - -

2 301,9 179.2 40,0 50,6 H.D 180,1 39,0 02,6 jl32 o.e 68.~ - - 69,3 - :n.s 1.84. 2 

l 7,8 1,7 2. ~ 0,6 7.11 ~ ~-5 18 ·a.ol 3,0 ].0 1. 6 8,0 - - ---

Note: 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 Devel., Djibouti; 
BDS, Seychelles; UDB, Uganda; VBD, Vanuatu; DBM II, Mauritius; BNDE II, Burundi; DFCK III, 
Kenya; NBD, Jamaica; OBNA, Ant. Neerl.; COFINCI III," Ivory Coast; TTDFC III, Trinidad & Toba­
go; EADB, West Africa: NID~ II, Nigeria; BdD.) 

~ ,..... .... 
o-. --00 

t 
~ 

-4 
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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 

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

Lome 1 

Lome 2 ('J 

loans from 
EIB own 
resources 

400 

Managed by the E 18 

Rr~._ C':Rprlal 
operatrons 

101 

700 + 200 (') 291 

Granl aid tor 
interest 
subsidres on 
E18 loans 

100 

175 

Managed by the Comm1 ssron 

Frnancad rrom budqelary resources 

Other grant Lonns on Slabrlrsatron 
aod soecral ol exoort 

condrhons earnrngs 
(STABFXI 

2085 474 400 

2 862 545 566 

Specral linance 
lacrlrly lor minerals 
!SYSMIN) 

282 

('l lhe sum!' U"'Ciudl!l !he hnanc:rng prov,~•on~. under lhe rt~lavanl decrslons or lhe Council of ltle European Communttres, lor Over5eas Counlnes and rernwne~ 
IOCTI 

(2'1 Thrs line dOI!S ,ol rnclvde lho co11 ul r.ornmuntly c..lelnglll•ons ,, ACP counlr•e!ll:, linAncRr1 from budgetnrv •&!iOUrr.os 
(3) Prov•s•on undet declarahon annexed to lhe Convenl•on foreseeing the poss•bilily for the EIB lo lend up to 200 million ECUs lroiTI tiS own resources lor rnin 1ng Al'\ct 

energy •nvestments or ro•nl •nterest lo thn ACr and the Commun•ty 

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 Lome 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 partners 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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(iii) industrial promotion - by providing specific industrial informa­
tion, by carrying out studies, by advising promoters on sources 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 ECU1 . 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 Lome 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 partners. 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. 

Annual Report 82, CID, Brussels 1983. 



-17-

TABLE 7 

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

)'9so Kenya 

fE.iti,i,,;, ·., ,. H• 

1980 Mauriliu' 

l'rnjcrl 

l'nper. curdbonrd 
[lhghlands Papft Mill) ... ,;. .. ' ..... 
Wov,·n kalhcr rahric' (Tilacl 

Lncaled lechnology :1ncJ provi<led in-plunl 
r• • ' training ror racwry lechnicia ns. 

d"':""tirb& 'I d r& ol ...........____ ______ _ 

LPC!Ietl AC I' I EIT pari ncr': rc·a"bilil\ 
\lUI.Jic': in-plant training rnr Wllf~t:f\ 

}980: Sifrra Leone Integrated Fish Meal Co . , . Evaluation or u~ed plant nnd equipm~nt. 
~s~.·,<-:; • A• t 4· ' I .• , e'.it. ... ~ .... MMM: 'I l.i '< r -1 -----~·---

Yea .... l manuf:lt'lurc rnlln mnla .... o;C!I. 
( Lc1:11 

E'\pl\f( mHrkcl 'LuU.' for __ ,ca,l: m.~n.l~~.:­
mcnl iP•'I'"'tanc.:c and train1ng. pr..,ak ... m,,n 

.~~(f.' Fiji_ : Loentcd technology und equipmcnL 
~~~~~~~~~--~~~~~~~~~~ .. a.~~~-~--·~~·-~·~~~~~---_. 
1981 Kcnva Tile'. 'anitar\' ware. tt~hlcw.an: 

f('cramit· lndu•Lries or EaSI Arricn Lldl 
Llndcrtnok prc.rc:a..,iblill.'' qud~. IPc.ltcd 
..,tliHCt!~ nf t:quipmcnl. lcchnic;d !raTTling 
anU Tna11agcmcn1. 

![981 Cameroon Plaslic packuglng.(Helapac) ._,. . :· '; ~- Locuted EEC join I vcnrure parrner. 
._,&J1s'.. , ~ ·y-z*•rl'fi,• · .. , b•T >Q{· W•.:ec•v'tf'ir+Cde,; 'ffi · ·f1M1Mja..;:. .. eM .... _ 'ihr< M ·~,...___'--:..---.,.1 

t9R I Sc ncg;d Agm·ullural imrlcmcnb JSi,mar) Lol'atcd EEC rartncr ;1ntf lin<IIH:t:d 1m· 
rlcmcnloltion nnd training. 

l9BI Nigcriu Furnilurc nuinurucLUre (Summit) A>sisled EEC pnrtncrs 10 negotiate ugree· 
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TABLE 8 

CID-EEC-EIB Coordination 

I Stages in industrial cooperation Operations I 
CID r Commission I EIB 

1. Information, industrial Lome Art. 80 (1) (a) Lome Art. 77 
promotion (case by case, by project) (case by case, according 

to indicative programme) 

2. General studies (inventories 
and industrial statistics, Lome Art. 77 (d) 
structural, political, global 
or sectoral analyses, etc.) 

3. Specific studies 
(pre-feasibility, market Lome Art. 77 (d) 
surveys, etc.) 

4. Feasitility studies Lome Art. 80 (1) (b) Lome Art. 70 (2) Lome Art. 105 (2) (b) 

5. Industrial training Lome Art. 80 (1) (c) Lome Art. 68 00 

(identify and evaluate 
opportunities for indus-
trial training and where 
appropriate, assist in 
implementation) 

6. SME Lome Art. 69 and 144 Lome Art. 69 and 144 

7. Transfer of technology Lome Art. 80 (1) (d) Lome Art. 71 
(identify, evaluate, 
supply information and 
advice) 

8. Industrial infrastructure Lome Art. 72 

9. Industrial project imple- Lome Art. 80 (1) (c) Lome Art. 93 (2) Lome Art. 101 (2) 
mentation (identify, inform on sour- Lome Art. 105 (risk capi-

ces of financing) tal) 

10. Trade promotion schemes for Lome Art. 74 
industrial products 

-------------
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Summary, with figures and comments 

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

(i) the use of part of the resources allocated to financial and techni­
cal cooperation (3 400 million ECU under Lome I and 5 700 million 
ECU under Lome 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 Lome I and 128 under Lome II 
(first 30 months); 

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

Approximately 27.4% of Lome I commitments (see Table 9) and 34.3% of 
Lome 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 Lome 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 Lome I, four countries alone (Cameroon, Ivory Coast, Kenya 
and Nigeria) were the recipients of almost 40% of all the funds managed 
by the Bank, with a further 15% going to three others (Fiji, Mauritania 
and Togo). Under Lome II, to date, there are again four countries 
(Cameroon, Nigeria, Papua New Guinea and Zambia) which have taken up 
40% of the resources handled by the Bank, with three others (Gabon, 
Senegal and Zimbabwe) accounting for another 18%. 

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

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



TABLE 9 LOME I 

BREAKDOWN OF COMMISSION AND EIB FINANCING FOR ACP INDUSTRIALIZATION BY SECTOR 

(situation at 31.12.1983) 

COI"J'!!SSION E.l.B. 
~. 

GilA "'TS SPECIAL TOTAL SUI:ISIDIZED NON-SUBS RISK TOTAL 

LOAIJS LOANS LOANS CAPITAl CEXCL INT 
SWSIDIES) 

! 
SECTORS No Amount No I Amount No A .. ount No AIDOUtlt Subsidy No A.~;~ount No Amount t;o Amount 

• B c D ----1---

AGRO INDUSTRY l7 6.4 5 14.9 22 21.3 1.9 83.7 ( 13.1.) 17 29.9 66 113.6 

r.JNING+DUARRTING u 5.3 1 3.6 14 8.9 8 35.5 ( 5.7> 11 11.3 19 L6.11 

CONSTRUCT ION 3 0.4 - - 3 0.1. 12 29.7 ( 1..1) 9 10.8 21 1.0.5 

(PEHICAL IND. 6 1.5 2 8.1. 8 9.9 13 28.9 ( 4.6) 8 9.8 21 311.7 

~ETALL-~ETAL•MECH - - 1 3.5 1 3.5 31 29.6 ( 4.1.) 6 6.5 37 36.1 

TEXTILES+LEATHER 4 11.0 3 1.4.4 7 55.4 15 9.4 ( 1.4) 6 13.6 21 23.0 
GTt<ER I'IANUF 12 2.9 3 16.9 15 19.8 41 18.9 ( 2.6) 9 5.3 50 24.2 
ENERGT 49 83.0 3 48.8 52 H1.8 16 132.1 ( 24.6) 7 Z.b 23 131...9 

GEt:ERAL 25 22.1 4 6.0 29 28.1 (b) 9.2 ( 1 .I,) 7 2.6 7 11.11 
(a) (c;) 

. --
TOTALS 129 132.~-~~ 11..6.5 151 27_9~ 185 377.0 ( 62.2~ 80 92.6 265 1..69.6 

-- --t----
X 31 17.7 5.3 19.6 36.3 37.3 1..1..5 50.3 - 19.2 12.4 63.7 62.7 

TOUL (d) 
CO~·.HJT MENT - ~822. 7 - 418.0 - 221.0.7 - 390 ( 63.7) - - - 99.0 - 1.119.0 

AID TO INDUSTRY % I - 7.3 - 35.0 - 12.5 - 96.7 ( 97.6 ) - - - 93.5 I - 96.0 
---------

a) Studi~s, tPchnical Assistanc~ CID budg~t 
bl Su~s not y~t assign~d to 17 global loans 
c) 5 acQuisition~ of holdings in development banks capital and 2 for dev~lppment banks plus sums. not Ytt assigned to 3 global 

loans and 3 global authorizations for studies 
d) Ekcluding Stab~x, special aid,~rl~gation and admlnistrzti~~ costs and intere~t rat~ subsidl~s-

TOTALS 

EDf C01'111UNITY 
TOTAL 
(A+D) 

Amount No Amount 
(Ai'£1+() 

61..6 88 134.9 
25.9 33 55.7 
15.3 21. 40.9 
21..3 29 1.8.6 
11..4 38 39.6 
70.1. 28 78.4 
27.7 65 1.4.0 

159.2 75 266.7 
32.1 36 39.9 

1..33.9 416 71.8.7 

57~£. 100 100 

- ~ 

- - 272?.7 

- - 27.4 

! 
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% 

_i 

18.0 
7.(1. 
5:5 
6.5 
5.3 

H!. s 
5.~ 

35.c 
5.~ 

I 
100 I 
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-
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TABLE 10 LOME Il 

BREAKDOWN OF COMMISSION AND EIB FINANCING FOR ACP INDUSTRIALIZATION BY SECTOR 

(situation at 31.12.1983) 

' 
COHHISSION E.I.B. TOTA.LS 

-
GRANTS SPECIAl.. TOTAL SUBSIOI!ED llON-SUSS RISI: TOTAL COHIIUNITY · 

LOANS LOANS LOANS CAP IT AI.. !EltCL lNT EDf TOTAL 
SUBSIDIES) TOTAL (A+D) 

'------ --.---- --r--~--

SEClORS No A<nount No Amount No Amount No Amount Subsidy No Amount llo AIODUilt No Amount No .lmount X l A B c D (A+B+C) -- --r-- I 

.O.C.RO 1 IIDUSTAY Cal 8 3.9 2 7.1 10 11.0 15 30.0 ( 6'\6) - - 10 15., 25 45.1 32.7 35 56.1 7.6 
Hill! NG +QUARRYING '!4 15.2 2 95.0 26 110.2 2 26.0 ( 7 .0> 1 40.0 II 24.3 , 90_3 141.5 37 200.5 27.2 ! 
CONSTRUCTION - - - - - - 2 16.5 ( 4.5> - - 1 2.4 3 18.9 6.9 3 18.9 2.5 
(H[I'IJCAL IND 1 7.2 1 10.0 2 17.2 3 n.o ( 3.0) - - 2 3.8 5 16.8 24.0 7 34.0 ,.6 I 

HETALL.11ETAL•HECH - - - - - - 4 1.7 ( 0.3) - - 6 1.7 10 3.4 2.0 10 3.4 u.s N 

TEXTILES+LEATHER 3 0.3 1 2.5 4 2.8 7 3.2 ( 0.5) - - 6 5.5 13 8.7 8.1:1 17 n.5 1.6 
OTHER 11ANUf 1 0.1 - - 1 0.1 4 1.6 ( 0.3) - - 15 10.7 19 12.3 11.1 20 12.4 "·' E llf RG Y (.6 66.0 5 50.4 St 116.4 10 121 .o ( 31 .0> - - -7 19.7 17 140.7 167.1 68 257.1 34· • .9 

(b) 
GEIIERAL 32 34.2 3 1!.1 35 42.3 C c) 73.1, ( '2 .2) - - ~ld 27.0 10 100.4 81.5 45 142.7 19.4 -- -- --- ---

TOTALS 115 126.9 14 1H.1 129 300.0 47 ?!16.4 65.4 1 40.0 65 110.2 113 1.36.6 475.6 21.2 736.6 100 --
17.2 1".5 X -~ 6 23.5 53 40.7 38.9 - 0.5 5.4 27 15.0 47 ~9.3 - 100 100 --- -

TOTAL 
( 011111 T I'IE NT <e) - 1301.9 - 350.4 - 1652.3 - 1 '!67.6 76.0 - 40.0 - 127.7 - 495.3 - - 2147.6 -

- _}__77.9 
~00 

---
AID TO INDUSTRY X - 9.1 - 1..9.4 - 18.1 116.1 - - 86.3 - 88.Z - - 34.~::; -
~--

. 
I '------- ----- __ .__ __ '--· 

a) Including 5l~111N 
b) Studits, technical Assistanc~, CID budgrt 
c) Su~s not ~et assigned to global loans 
ol 10 Acquisitions of holdin9s in dtvtlop~rnt bank~ cap1t~l plus sums not ;rrt ~ssi~ned to 13 glob~l loans ~nd 1 global 

~uthorization tor studies . 
r) [•eluding Stabex, special ~id,drlrgation and adreinistrative costs and intrrrst rate subsidies. 
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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. 

2. Under Lome 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. 

3. EIB operations to assist small and medium-sized businesses or in­
dustries via ACP development banks under the two Lome Conventions 
have led to the creation of 17 386 new jobs, 44% of them in agro­
industry, 26% in other manufacturing industries, 11% in textiles 
and leather and 8.6% in metallurgy, metal-working and mechanical 
industries (see Table 8). The average cost per job created works 
out at 23 125 ECU. 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) 20 island states with less than 500 000 inhabitants, which survive 
on tourism and a few cash crops; 

(b) 11 extremely small countries, with tiny domestic markets; 

(c) 33 ACP countries with more than a million inhabitants, in which 
97%. 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 80% of the GNP. 
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CHART 1 

DIAGRAM 1 

Growth in CID interventions under Lome 11 

- (45 interventions) 

(103 interventions) 

(228 interventions) 

DIAGRAM 2 

Distribution of CID interventions by sector (1 982} 

food and beverages 24 1 2 % 

Source: 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 8% in the 
low-income countries to 11% 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 substitution, 
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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TABLE 11 

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

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

Position at end-1983. 

~ 
Financing 1 Investment2 Jobs Average cost 

No Amount % mECU % 
created per job crea-

r 
inmECU ted (ECU) 

Africa 

.Burundi 4 0.8 0.8 23.0 3.4 385 60 700 
(other manuf. indust.) (4) (0.8) (23.0) 299 

• h•ory Coast 12 4.8 4.8 18.5 4.3 390 47 400 
(agro-indus t.) (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 0.2 0.2 - - -
(other manuf. indust.) (2) (0. 2) (0. 2) (-) 

,Kenya 23 11.3 11.4 58.0 13.5 2 703 21 500 
(agro-indust.) (5) (2.4) (5. 2) (266) 
(chem. indust.) (5) (2. 3) (13. 2) (796) 
(metal1. 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 1.5 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) (0. 2) (0. 3) ( 70) 

.Liberia 9 2.5 2.5 13.4 3.1 209 64 100 
( agro-indus t.) (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 4.8 28.0 6.5 2 069 13 500 
(agro-indus tr.) (3) (1.1) ' (5. 2) (607) 
(constr. materials) {1) (0. 5) (2.2) (-) 
(chem. indust.) (1) (1.4) (6.1) (35) 
(textiles and leather) (3) (1. 3) (11. 7) (357) 
(other manuf. indust.) (2) (0.5) (2.8) (1 070) 

.Mauritius 16 3.1 3.1 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 24.6 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.) (7) (3.1) (10.4) (393) 
(textiles and leather) (3) (2. 8) (5.6) (213) 
(other manuf. indust.) (6) (8.4) (35.2), (675) 

(conanued) 
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TABLE 11 (continued) 

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

Financing from glob·al loan·s·, broken- down by country and by sector contributing 
to industrialization 

Position at end-1983. 

~ 
Financing 1 Investment 2 Jobs Average cost 

No Amount % mECU % 
created per job crea-

r in mECU ted (ECU) 

.Uganda 5 6.2 35.5 5 470 4 300 
(agro-indust.) (3) (4.0) (25.0) (5 246) 
(other manu£. indust.) (2) (2.2} (10. 5) (224) 

• Seychelles 2 0.4 0.4 1.2 0.3 - -
(other manu£. indust.) (2) (0.4) (1. 2) (-) 

.Swaziland 3 0.4 0.4 o.s - - -
(other manu£. 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. indus t.) (1) (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 manu£. indust.} (4) (1. 6) (4. 5) (219) 

.Zaire 6 5.2 5.2 9.1 2.1 255 35 700 
( agro-indus t.) (1) (1.4) (2.8) (102) 
(other manu£. indust.) (5) (3.8) (6. 3) (153) 

.Zambia 18 7.8 7.8 38.0 8.8 1 126 33 700 
( agro-indus t.) (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 manu£. indust.) (8) (3. 7) (12. 8) (418) 

.Africa (regional) 3 3.0 3.0 10.7 2.5 97 110 300 
(chem. indus t.) (1} (1.0) (3.9) (44} 
(textiles and leather) (1} (1.0) (3.7} (30} 
(energy) (1} (1.0) (3.1) ( 3) 

TOTAL AFRICA ~ 81.1 81.3 367.4 85.4 15 980 23 000 -- -- -- ---
(agro-indus t.) (44) (24.4} (113.4} ( 7 462) 
(extract. indust.) (1) (0.2} (0.6) (10) 
(constr. materials} (4) (2.2) (19.0) (252) 
( chem. indus t.) (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 manu£. indust.) (52) (27.0) (128.5) (4 130) 
(energy) (1) (1.0) (3.1) (3) 

L 
(continued) 
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TABLE 11 (continued) 

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

Financing from global loans, broken down by country and by sector contribut~ 
to industrialization 

Position at end-1983. 

~ 
Financing 1 Investment2 Jobs Average cost 

No ~ount % mECU % 
created per job crea-

r n mECU 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) (17) 
(constr. materials) (1) (0.1) (0.2) (4) 
(metall. metal-work. mech. 
eng.) (1) (0. 2) (0.3) (5) 
{textiles and leather) (2) (0. 5) (1. 2) (149) 
(other manuf. in dust.) {7) (1.1) (2.5) (174) 

.Trinidad and Tobago 30 13.3 13.3 32.3 7.5 862 37 500 
(agro-indust.) (7) (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) (11) 
(constr. materials) (1) (0. 6) (2. 3) (31) 
(other manuf. indust.) (1) (0. 6) (3.0) (72} 
(energy) (2) (1. 2) (16. 9) (-) 

• Tonga 1 0.1 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) (1) (0. 2) (0.8) (-) 

TOTAL CARIBBEAN AND PACIFIC 53 18.7 18.7 62.6 14.6 1 406 44 500 -- -- --
(agro-indust.) (11) (3.3) (B.l) (164) 
(extract. indust.) (6) (3. 3) (10. 4) (201) 
(constr. materials) (5) (l. 9) (5. 9) {278) 
(metall. metal-work. mech. 
eng.) (10) (3. 9) (7. 7) (172) 
(textiles and leather) (4) (0. 8) (1. 7) {201) 
(other manu£. indust.) (14) (4.1) (11.1) {390) 
(energy) (3) (1. 4) (17. 7) (-) 

TOTAL ACP COUNTRIES ~~2 22:~ 100.0 ~~=~ 100.0 !l=J~g 24 700 
~===~=====~=======~ ::::u::::::.::== ==:::::c::::z ======= 
(agro-indust.) (55) (27. 7) (27. 8) (121.5) (28. 3) (7 626) 
(extract. indust.) (7) (3.5) (3.5) (11.0) (2. 6) (211) 
(constr. materials) (9) (4.1) (4 .1) (24. 9) (5.8) (530) 
(chem. indust.) (10) (7.4) (7 .4) (27. 3) (6.3) (960) 
(meta1l. metal-work. mech. 
eng.) (33) (13. 7) (13.7) (37. 4) (8.7) (l 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) 
{energy) {4) (2. 4) (2. 4) (20. 8) (4.8) (3) 

;case-by-case financing from global loans, of projects put forward by development banks. 
Total investment involved in projects put forward by development banks. 
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II. MAGHREB-MASHREQ-ISRAEL (MMI) 

In step with the development of common policies, in particular the comr 
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 concerned in their 
efforts to achieve structural diversification through inc;lustrial 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 Mediterranean 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 30% and 70% of the total external trade of the 
majority of the Mediterranean countries. 

The Mediterranean countries almost 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 countries concerned have in recent years recorded a very 
low per capita GNP growth (approximately 2% 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 
group of (million) (in %) 
countries of 

exports !imports 
(average 78-80) 

MAGHREB 

Algeria 18.8 38 62 

Tunisia 6.4 71 65 

Morocco 20.1 58 47 

MASHREQ 

Egypt 42.3 45 40 

Jordan 3.2 5 38 

Syria 7.0 8 39 

ISRAEL 3.9 38 38 

Source: Chronique europeenne 

Bulletin de la Societe Generale de Banque 
No 233 - Brussels - June 1983. 

Industrial 
to the EEC 

Sector 

Petroleum 

Petroleum 
Clothing 

Phosphates 

Petroleum 
Cotton 
Textiles 

-
-

Chemicals 
Clothing 
Diamonds 
Textiles 

exports 

(% 
total) 

(85) 

(50) 
(23) 

(40) 

(80) 
(8) 
(6) 

-
-

(40) 
(12) 
(27) 

(8) 
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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 also 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: 

(i) 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 techni­
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 
1982. 

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 3.5% of the 
Community's external trad.e), 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 BOO 
million ECU in 1970, had risen to 13 000 million ECU by 1981, though 
Community imports from the region fell from some 11% in 1958 to 5% in 
1980. 
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An agreement, similar to that concluded in March 1980 with the ASEAN 
countries, was signed on 17 December 1983 at Carthagena~olombia), 
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, 
El Salvador, Guatemala, Honduras and Nicaragua; 

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

(iii) Chile and Paraguay in South America. 

* * * 
A political movement called the Non-Aligned Movement, which held its first 
conference in 1961 in Belgrade, now comprises 101 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 
(NIEO) 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 NIEO. 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 consolidate their role as exporters in 
the years to come. 

(ii) investment: European firms are interested in the opportunities 
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 very 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 biassed in favour of the Mediter­
ranean and ACP countries. 
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CONCLUSIONS 

The Third World arouses contradictory 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 European 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 stage and going through to the experimental stage. 
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2) Training, since industrial cooperation is primarily concerned with human 
resources, and is the end result of a long process in which relations 
between potential partners 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 56% on 
average of the total. In the Ivory Coast, manufacturing industry developed 
rapidly, growing at a rate of approximately 15% between 1960 and 1975. In 
1982, South Korea's exports increased 8% in volume, while the volume of 
world trade fell 2%. 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 innovation 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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TABLE 13 

World Trade Summary - 1963-19831 

(percentage changes) 

Avera~• 
ChaJI~c from PrecedinQ Yc~r 

1963-72 I 1~13 1914 191~ 1976 1917 1918 1979 1980 1981 IQ~2 19SP 

Wurld tndt 4 

Volume 8.J 12.0 ·U -l.J 11.0 5.0 $.5 6.5 2.0 0.5 -l.S 1.0 
Uoil value (In U.S. dollar tcrlllJ) 3.0 23.$ 40.0 9.5 1.5 8.5 10.0 ISJ 20.0 -1.0 -•.O 

(In SDR terms) ~ 2.0 12.5 39.0 8.5 1.0 1.5 2.5 14.5 19.0 9.0 2.5 2.0 

~!.__~~ 
E~I-'On• 

-:z,j, a.s Industrial countries SI.O 13.2 7.0 -4.2 10.6 5.2 6.0 6.7 4.8 2.5 
Devcloplna cououiu 

-12.3 -16.0 -19.1 -4.0 Oil UP.Ortin' counuics _ 9.1 14.2 -1.6 -11.7 14.3 0.4 -4.3 2.8 
Non-ool ~cvclopiDII 

COUOUJCS .6.7 -9.3 -0.1 -0.3 .11.3 4.9 8.7 9.6 .9.0 .6.3_ _11.8- 4.$ 

lmpom 
lndunrial cou.otrios 9.0 li.S 1.4 -8.1 13.3 0 5.1 8.5 -U -2.4 -0.5 
Dt'"lopina countries 

19.9 5.1 Oil u~ninr couorriu 8.3 20.6 38.5 .41.4 20.6 16.0 4.8 ·12.3 15.3 
Noo-<>ol devolopiDJ 

2.6 countries 6.2 .lU .7.6 .,..4.1 4.$. 7.2 8.5 !0.3 4.7 -7.7 

Uoll vJ.!ut of tndt 
(in SDR tcf!Ill) I 

E.Jcf,oru 
nduurlol countries 2.1 

Dev<loping couutrics 
10.1 23.8 10.8 5.6 6.5 5.7 11.9 11.9 6.3 3.3 

Oil exporting countries . .2.6 • .2.1..S ...204.4 .A.J .11.8 8.6 -6.0 42.6 _ J7.3 • .JO.L ~8 
Non-oil ?~vclopios 

.1.2 .20.0 37.0 -.1.2 12.3 12.7 .-1.6 H.O IS. I coun1nc1. 

l!Ilportl 
Industrial counlries 1.8 12.0 39.6 8,] 6.6 r.l 2.6 H.9 21.4 
Developing couotrics 

Oil CX~rliDB COUDtrics • 2.1 12.5 26.9 9.9 $,1 7."1 4..9 _to·.s Jl.2. 
Noo-ool ~evclopiog 

.1.1 14.0. 4S.6 countncs 8.0 6.0 _6.S ...2.2 .-.1.4.3 _22.1_ 

~Excludes data for the People's Republic of China prior to 1978. 

3compound annual rates of change. 

9.3 

7.2 

.8.7 

..13~ 

4Figures 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). Figures are rounded to the nearest 
0.5 per cent. 
For years prior to i970, an imputed value of US$ 1.00 has been assigned to 
the SDR. 

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