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PART A: CURRENT ECONOMIC TRENDS

Chapter A. 1

WORLD ECONOMIC CONDITIONS

Economic conditions in 1960 were less uniform
than in the preceding year. The economic boom that
developed in the course of 1959 continued through-
out 1960 in most industrial countries with the ex-
ception of North America where a reversal in the
course of economic activity took place around the
middle of the year. The rates of growth recorded
between 1959 and 1960 in western Europe and Japan
were higher than those in the preceding period, al-
though in many west-European countries a slacken-
ing in the pace of economic expansion became notice-
able in the second half of 1960, The slowing down
of the short-lived expansion in North America, which
had started relatively early in the year, gradually
gave place to more or less pronounced recessionary
movements in various sectors of the economies of
the United States and Canada. The two North Ame-
rican countries attained new record levels of total
output, but their combined rate of growth between
1959 and 1960 was less than half that of a year
earlier. Owing to the reduced rate of economic ad-
vance in that part of the world the over-all rate of
growth of the industrial countries between 1959 and
1960 was also lower than between 1958 and 1959.

TABLE Al 1L

Industrial Countries: Gross National Product
(Indices at constant prices; 1957=100)

Year Industrial North Western
Countries® America Europe
1958 100 99 12
1959 106 105 106
1960 110 108 113

Source: World Economic Survey 1960.
a Total for industrial countries includes Japan for which
data refer to fiscal years beginning in April.

In the USSR and the centrally-planned econo-
mies of eastern Europe, economic expansion contin-
ued on a high level throughout 1960, although at a
somewhat slower pace as compared with 1959. In-
creases in industrial production ranged from 8§ per
cent in East Germany to 17 per cent in Poland,
giving an average rate of about 10 per cent for the
group as a whole. On the other hand agriculture
contributed but little to the expansion, with the ex-
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ception of Czechoslovakia and Poland, where gross
agricultural output rose by 7 per cent and 5 per cent
respectively.

For the primary exporting countries 1960 was
on the whole a moderately favourable year, although
their position within the world economy remained
basically as weak as ever. Despite the decline in
economic activity in North America, the combined
export earnings of the primary exporting countries
between 1959 and 1960 expanded further, while
their total imports recorded an impressive rise.
The latter was mainly a result of increased foreign
exchange earnings accumulated in the course of
1959, but it nevertheless reflected a quicker pace
of economic activity and, in particular, greater
emphasis on economic development. However, the
more rapid rise in imports than in exports was the
cause of a serious deterioration in the combined
balance of trade of the primary exporting countries.

a) Recent trends in industrial countries

The recession in the United States, which in the
lafter part of 1960 was becoming a matter of inter-
national concern, proved to be the shortest and mild-
est one in the post-war period. Between the second
quarter of 1960 and the first quarter of 1961 busi-
ness activity slackened, leading to a decline in the
gross national product of something over 2 per cent.
However, the recovery started early in the spring of
1961 and already in the second quarter the gross
national product was somewhat higher than it had
been before the downturn.

As is now clear the immediate causz of the
downturn in 1960 was a sharp decline in the rate of
inventory accumulation, although a number of fac-
tors combined to reverse the rising trend in produc-
tion and employment. The ending of the steel strike
in November 1959 had brought an upsurge in econo-
mic activity. Steel users rushed to rebuild depleted
inventories, and demand for automobiles and other
durables, which had accumulated during the strike,
led to widespread expectations of a vigorous boom,
The index of industrial production, which was at
102.6 in November 1959 (1957=100), rose to 111 in
January, and all the other economic indicators push-
ed in the same direction. However, as 1960 progress-



ed and as stocks approached or exceeded appropria-
te levels, the high rate of inventory accumulation
declined and finally became negative in the third
quarter. But gains in final demand from increased
expenditure on fixed investment and personal con-
sumption, as well as from the export balance, out-
weighed the decline in inventory accumulation, so
that the gross national product of the United States
continued to advance in the second quarter of 1960,
although at a perceptibly reduced rate in comparison
with the first quarter of the year. By mid-1960 the
advance in consumer expenditure came to a halt
Expenditure on plant and equipment began to dec-
line, while inventories continued to play a contract-
ing role. These negative factors, including the dec-
line in housing activitics that had already started in
1959, combined to determine the general trend in the
second half of the year, despite a further rise in ex-
ports and government expenditure,

The upswing in the spring and summer of 1961
was largely a result of the change-over from a con-
siderable liquidation of stocks to an actual increase,
but partly also of a renewed increase in personal
consumption. Public expenditure and residential con-
struction also expanded, while private expenditure on
plant and equipment scarcely changed. The export
surplus of the United States, although still very high,
declined somewhat between the first and the second
quarter of 1961. However, in spite of the recovery
in aggregate demand and production the situation in
the labour market has not greatly improved. In
manufacturing, where production in July exceeded
the previous top level of January 1960, both the
number of persons employed and the average length
of the working week have increased steadily since
the winter, but total unemployment remained unus-
vally high. According to the latest information avail-
able, despite a slight improvement, the seasonally
adjusted unemployment rate in September was only
slightly below 7 per cent.

In western Europe total gross output between
1959 and 1960 rose by 6.4 per cent, compared to
an increase of 4.4 per cent in the preceding interval.
Expansion was fastest in the Netherlands, closely
followed by Austria, Western Germany and Finland,
The overall rates of growth in the Unpited Kingdom
and France were below the average for the area but
well above those recorded a year earlier.

In most west-European countries the rise in total
output attained a peak in the early part of 1960.
During the rest of 1960 output continued to advance
but, generally, at a slower pace; in a number of
countries, however, rates of expansion tended to sta-
bilize towands the end of the year. The main factors
sustaining the expansion in 1960 were fixed invest-
ment, especially in machinery and equipment, and
private consumption. While gross domestic fixed in-
vestment rose by 10 per cent, private consumption
increased somewhat less than the combined gross
national output of the area, but the rise accelerated
towards the end of the year. The rise in exports, on
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the other hand, after greatly contributing to the ex-
pansion in 1959 and the early months of 1960, levell-
ed off after the first quarter of the year. This was
mainly the result of a significant slackening in over-
seas demand for west-European goods -— in partic-
ular in the United States — but partly also of the
supply difficulties experienced by some industries.
The building up of stocks of intermediate products
and finished goods, which also played a major role
in 1959, became less important as an expansionary
factor in the course of 1960,

With the exception of coal and shipbuilding,
which continued to be depressed in spite of the
general boom, all major industries participated in the
expansion. Qutput of chemicals continued to grow
at a very high rate — nearly 15 per cent above the
1959 level. The metal-using industries increased their
production by some 10 per cent, in response to rapid-
ly-growing investment demand and, in most coun-
tries, to higher demand for consumer’s durables. The
output of the textile industries, which had started to
recover in the second quarter of 1959, after the seve-
re setback in 1958, was also well above the 1959
level; but owing to the weakening of export demand
and keener competition from imports, the rate of
expansion of textiles slowed considerably in the se-
cond half of the year.

The high level of industrial activity in western
Europe, especially in the first half of the year, was
accompanied by an unprecedented expansion in im-
port demand. This, together with a risc in Japanese
imports, gave a vigorous impetus to the trade of the
industrial countries despite the downturn of demand
in North America. The decline in North American
imports of somewhat over an average of 3 per cent
for the year affected more than proportionately im-
ports from western Europe; but owing to the buoy-
ancy of import demand for Japanese goods the total
decline in North American imports from industrial
countries was probably not greater than 3 per cent.
The combined volume of the industrial countries im-
ports, - which after the standstill between 1957 and
1958 had risen by 12 per cent over the sbusequent
period, registered between 1959 and 1960 a further
advance of the same order of magnitude. And, since
the import unit value for the industrial countries be-~
tween 1959 and 1960 remained virtvally unchanged
the value of imports for the whole group also rose
by about 12 per cent, attaining a record level of
somewhat over US$ 82 billion

The picture on the export side was somewhat
different; but the rate of increase of the combined
exports of industrial countries was the highest record-
ed for any single year since the beginning of the
1950’s. The accelerated rise of import demand in
western Europe and Japan gave a spunt to exports
from North America, which increased by 15 per cent,
or US S 3.2 billion. Expansion of exports from west-
ern Europe slackened considerably during the year,
owing largely to the falling North American demand,
but the total for the year was 14 per cent, or some
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TABLE Al 2.

Western Europe's trade by areas of origin and destination, 1959 to first haii of 1961
Percentage changes from corresponding period of previous year

Imports c.if. Exports f.0.b.

Area of origin & destination 1959 1960 15960 1961 1959 1960 1960 1961

First Second  First First  Second  First

half half halfa half half halfa

Total +6 418 +22 415 4+ 6 +8 +14 420 +9 +5

Western Europe +1t +19  +24 +15 +10 +11  +20 +25 +16 +11

Rest of world + 1  +18 +20 +16 +2 +6 +8 +15 +1 -3

of which:

North America ~5 +45 +41 +40 +8 431 -5 +6 —14 =17
Eastern Europe and

Soviet Union +15 417 +17 +18 +8 + 9 +28 439 419 +12

Japan +15 433 430 +37 +18 430 +15 + 9 +22 +28

Primary-exporting areas® -+ 2 + 8 +12 +4 ~1 —~3 411 416 + 5 — 1

Source: Economic Bulletin for Europe, Vol. 13 No. 1.
a Based on monthly averages of trade of individual western European countries covering in most cases three or

four months.

b All other areas, including mainland China and other Asian members of the eastern trade area.

US § 6 billion, above the 1959 level. These advances,
together with a substantial rise in exports from Japan,
added up to an increase of US§ 10 billion, bringing
the combined exports from industrial countries up to
a total of about US$ 79 billion.

Contrasted with 1959, the exports of the indust-
rial areas rose faster than total world trade during
1960, and their share in total world exports rose from
61 to 63 per cent. Moreover, trade between the in-
dustrial countries increased faster than their trade
with other parts of the world. According to the
GATT Annual Report, the former was some 16 per
cent higher in 1960 than in 1959, owing mainly to
increases in trade within western Europe and higher
exports from North America to western Europe,
while trade with the non-industrial areas grew by
a considerably smaller percentage.

From the viewpoint of world trade it is relevant
to note that import demand in industrial countries
rose substantially faster during the last two years of

economic expansion than in the corresponding period -

of the previous upswing. The contribution of imports
towards meeting the rise in domestic demand in both
1959 and 1960 was indeed substantially higher than
in either 1956 or 1957, a fact which can be easily
checked by comparing the corresponding ratios of
increments in imports with those in total domestic
lemand in the countries concerned. As is shown in
the 1960 World Economic Survey, during the up-
swing which had preceded the 1957-58 recession, the
-atios of increments in imports to those in total do-
nestic demand! both between 1955 and 1956 and
setween 1956 and 1957, were not higher than 0.29,

1 Total domestic demand is equal to the sum of personal
:onsumption, public consumption and gross capital form-
ition in constant prices.

while in two consecutive periods following the 1958
setback they were 0.45 and 048 respectively. How-
ever, this encouraging tendency loses some of its
meaning if considered from the viewpoint of prima-
ry exporting countries, since the greater buoyancy
of total import demand was mainly the result of
higher demand for manufactures.

The reeent evolution of import coefficients (i.e.
imports as percentages of gross pational product) in
western Europe clearly shows the increasing relative
importance of manufactures. Between 1958 and 1960
import coefficients for capital goods and “other ma-
nufactures” rose by some 20 and 28 per cent re-
spectively; the import coefficient for industrial ma-
terials increased considerably less — by about 16
per cent — while that for food was even somewhat
lower in 1960 than at the beginning of the period.
However, it should be borne in mind that the import
coefficients for industrial materials — which also in-
clude metals and fuels — and food have been com-
puted on the basis of total west-European imports
of these categories, so that they do not tell the whole
story of the decreasing role of imports from the pri-
mary exporting countries.

Data on recent movements in the value of west-
European trade, published by the Economic Commis-
sion for Europe,? give some valuable material for
appraising the relative impact of the 1960 economic
expansion in this area on its trade with each of the
major trading areas of the world. The exceptionally
high increase in west-European imports between
1959 and 1860 — of about 18 per cent — was
accounted for by an approximately proportionate in-
crease in imports from the area and from the rest
of the world. A breakdown of the latter component

2 Economic Bulletin for Europe, Vol. 13. No. 1.



shows, however, that while western Europe’s imports
from the two industrial areas, North America and
Japan, registered tremendous increases — of 45 per
cent and 33 per cent respectively — imports from
the primary exporting countries rose by only 8 per
cent. This slower increase in imports from the
primary exporting countries was chiefly attributable
to the fact that western Europe’s import expansion
during the year was increasingly concentrated on ma-
nufactured goods. But some other factors also con-
tributed : first, the industrial countries’ increased
share in total west-European imports of crude mater-
ials, secondly, the declining share of the less-develop-
ed regions in total west-Buropean imports of most
of these commodities of which they are the principal
suppliers — e.g. rubber, textile fibres and oil-seeds.
The table below also shows that the slackening of
the rate of economic expansion in the latter part of
1960 affected almost exclusively imports from the
primary exporting countries and that, according to
preliminary data, in the early month of 1961 these
imports fell below the relatively high level reached
in the corresponding months of 1960,

Developments on the export side were somewhat
different. Owing to the negative effect of the North
American recession, west-European exports to that
part of the world declined in 1960 by some 5 per cent
in comparison with the 1959 level. However, leaving
North America aside, the increase in west-European
exports to the primary exporting countries was con-
siderably below the advances recorded in exports to
the centrally-planned countries of eastern Europe and
Japan. Besides, as in the case of imports, the ex-
pansion in exports to the less-developed regions slack-
ened between the first and the second half of 1960,
and in the early months of 1961 the level of exports
was below that recorded a year earlier.

As regards trade within western Europe, that
among the EEC countries continued to be the most
dynamic component, The relative share of EEC im-
ports in total exports from the aera rose from 31.6 per
cent in 1958 to 35.2 in 1960, while the relative share
of imports of the EFTA group in their total exports
registered a small decline in the same period. The
same tendency may be observed in the respective
shares of imports of the two areas in the total ex-
ports of western Europe. It would, of course, be
somewhat premature to draw definite conclusions
from these diverging trends as to the effects of the
implementation of the Rome Treaty on trade between
the EEC countries and trade in general within west-
ern Europe. In so brief a period various random
factors might have exerted their influence and, be-
sides, the traditionally closer ties among the EEC
countries as well as the faster rate of their economic
growth must have played an important role in the
more rtapid development of exchanges within the
area. On the other hand, it can scarcely be doubted
that the prospects of integration among the “Six”,
Ieading to a large potential market, have had a strong
psychological impact on the entreprenuers in the area,
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This, indeed, together with a freer circulation of
capital within the area and a heavy inflow of United
States capital, seems largely to explain the intensive
investment activity over he last two years. Viewed
in this light, the high rate of growth of the EEC
countries, which chiefly accounted for the rapid in-
crease of their intra-trade, cannot be entirely divore-
ed from the anticipated effects of the Rome Treaty.

The evolution of the trade balances of industrial
countries during 1960 mainly reflected differences in
the phasing of the cycle between western Europe
and North America. In western Europe, where im-
ports rose rapidly throughout the year, the trade
balance deteriorated progressively as the expansion
of exports slackened. For 1960 as a whole, the im-
port balance was US § 2.3 billion larger than in 1959.

This tendency towards deterioration of trade
balances was present in most west-European coun-
tries, with the exception of Belgium and France,
which even recorded some improvement. However,
apart from Italy and the United Kingdom, which
together accounted for about two-thirds of the in-
crease in the import balance of western Europe, the
deterioration was in most countries quite moderate
and created no significant payments difficulties. In
fact, owing to a favourable shift in the capital balan-
ce the official gold and foreign exchange reserves of
western Europe increased considerably. In spite of
the increase in the merchandise import surplus, the
accummuiation of reserves was US$ 2.5 billion higher
than in 1959, so that the shift in the capital balance
in favour of western Europe appears to have been
of the order of US$ 4.8 billion.

In contrast to developments in western Europe,
the export drive in North America, coupled with a
decline in imponts led to an improvement in the
region’s balance of trade of US$ 3.8 billion, 3.6
billion of which was accounted for by the United
States balance. At the same time, however, the out-
flow from the United States on capital account, to-
gether with the shift in the balance of unrecorded
transactions (short-term capital and errors and omis-
sions), increased by US$ 3.8 billion. The bulk of
the capital outflow from the United States and of
the capital inflow into western Europe consisted of
short-term funds attracted by higher short-term in-
terest rates in west-European countries and. to some
extent, by speculation on a possible readjustment of
exchange rates. The principal recipients of these
funds were the Federal Republic of Germany and
the United Kingdom, and, to a lesser extent, the
Netherlands and Switzerland.

As already stated, the combined exports of the
industrial areas rose faster than total world trade
during 1960. On the other hand, their imports grew
more or less at the same rate as total world trade
This difference in the rate of growth in exports and
imports led to a substaniial improvement in the trade
balance of the industrial areas vis-a-vis the rest of
the world.



(b)

Recent trends in primary exporting countries

Developments in primary exporting countries in
1960, particularly in the field of external trade, were
to a large extent the reverse of those that had taken
place a year earlier. Broadly speaking, as far as
concerns the trade of the primary exporting coun-
tries, the year 1959 was mainly characterized by:
(a) a vigorous expansion in exports in volume terms
accompanied by a more moderate rise in export
earnings of the primary exporting countries; (b) a
weak demand for imports, chiefly as a delayed eff-
ect of the decline in export earnings during the re-
cession-stricken year 1958, so that the total imports
of the primary exporting countrics in both volume
and value terms fell short of the 1958 level; and, as
a result of (a) and (b), a substantial improvement in
the combined balance of trade of the countries in
question,

In contrast to this, one of the main features of
the 1960 developments was an upsurge of import
demand, largely due to an almost general rise in
domestic expenditure and to increased export earn-
ings in the preceding year. The total exports of the
primary cxporting countries expanded further be-
tween 1959 and 1960, but as imports advanced at a
much higher rate, the improvement in their combin-
ed balance of trade, recorded in the preceding period
gave place to a dramatic deterioration.

As in carlier years, the levels of exports and
export proceeds of the primary exporting countries
were determined in the aggregate by the situation
on the world commodity markets, There, however,
significant changes took place during 1960, so that
a comparison between 1960 and 1959 on the yearly
basis does not tell the whole story.

The high rates of expansion in industrial coun-
tries in the latter part of 1959 and early months of
1960 gave a strong impulse to trade in and con-
sumption of primary commodities. But, with the
slackening of economic activity in North America
the favourable conditions in other parnts of the world
were not sufficient to maintain the recovery in pri-
mary commodity prices that had begun around the
middle of 1959. Moreover, as indicated in the pre-
ceding section, in the second half of 1960 the rates
of expansion of primary imports in western Europe
also declined, despite a high rate of expansion in
total imports. All these factors, of course, unfavour-
ably affected demand and primary commodity prices.
In the first quarter of 1960 the price index for pri-
mary commodities moving in international trade was
almost 3 per cent above the figure recorded a year
earlier. But by the third quarter it was back again
to the corresponding 1959 level, and a slight decline
took place again in the last quarter of the year. So,
while the average index of primary commodity
prices for 1960 as a whole did not show any signif-
icant changes from the average 1959 level, its course

from the second quarter of the year onwards was
clearly a declining one. The unit value of exports
from the primary exporting countries was following
a similar path. Compared with the 1959 average, the
average unit value in 1960 remained virtually un-
changed. But the slight gain recorded between mid-
1959 and the second quarter of 1960 was lost in the
second half of the year.

The general impression gained from the behav-
iour of the prices of the main primary commodities
in the expansion following the 1957/58 recession is
rather disturbing. It appears clear that the rise in
demand generated by the high rates of industrial
activity was not sufficient to absorb the current out-
put of primary commodities, and much less so the
output which would have been available if existing
capacity had been fully utilized. The rise in primary
commodity prices induced by the recovery and ex-
pansion in industrial countries was, on the whole,
short-lived and feeble., Even at the peak of the in-
dustrial boom of 1959-60, the only two commodities
showing shortages in spot-supply were jute and —
to a lesser extent —— rubber. In practically all other
cases, market conditions were mostly influenced by
the size of surpluses and by restraints on production
or ¢xports.

Between 1959 and 1960 the aggregate volume of
exports from the primary exporting countries record-
ed an increase of about 5-6 per cent, or, at least
one third less than the rate attained in the preceding
interval. On the other hand, since the average unit
value of exports remained relatively stable, the rise
in exports in value terms was approximately the
same as that in volume terms, and somewhat higher
than the increase in value recorded in 1959. Between
1958 and 1959, owing to a decline in unit value, the
advance of exports in value terms fell short of the
corresponding increase in volume.

The decline in the rate of increase of the com-
bined exports from the primary exporting countries
did not affect equally all the primary exporting re-
gions of the world. The decline was sharpest in Oce-
ania, where the export quantum index came virtual-
ly to a standstill, and next sharpest in Latin America.
Africa and southern and south-sastern Asia succeed-
ed in expanding the volume of their exports quite
significantly, but the actual increase in both cases
was smaller than over the preceding period. How-
ever, as will be shown in the following chapter, ex-
port earnings of Africa increased considerably more
in 1960 than in 1959,

Southern and south-eastern Asia was the only
region where a rise in the unit value of exports had
been recorded. In Africa and the Middle East aver-
age unit values in 1960 were roughly the same as
in the preceding year, or some 8 per cent below the
1957 pre-recession level. In Latin America and Oce-
ania the marked recovery that had taken place in
1959 was not sustained in 1960: compared with
1957, the 1960 average in both regions was probably
somewhat lower than in Africa.



The largest absolute increase in the value of ex-
ports, was rtecorded in sothern and south-east-
ern Asia. Well over half this increase was accounted
for by the expansion in exports to the primary ex-
porting countries, mainly those within the region. The
bulk of the increase in the export earnings of Africa
came from increased shipments to western Europe;
but some of the gain from this increase was offset
by the reduction in purchases by North America.
Substantial proportionate increases were recorded in
African exports to Japan and southern and south-
eastern Asia — the latter mainly due to purchases
by India of copper from Northern Rhodesia and
cotton from East Africa. The largest expansion in
relative terms was in exports to the centrally-planned
economies of USSR and eastern Europe, as a result
of increased sales of copper from the Federation of
Rhodesia and Nyasaland, cocoa from Ghana and
wool from the Union of South Africa. However, the
relative share of the centrally-planned countries in
total purchases from African countries still remain-
ed very low in 1960, Intra-African trade also record-
ed an advance over the previous year, but, as in
Latin America, intra-regional trade probably did not
account for more than 10 per cent of the region’s
total exports.

To sum up all that has been said above, it
appears that the expansion in the trade of the primary
exporting countries between 1959 and 1960 was geo-
graphically quite widely distributed. True enough,
the bulk of the increase was absorbed by western
Europe; but substantial proportionate increases were
recorded in trade with the centrally-planned econo-
mies, Japan and — which seems particularly import-
ant — in the intra-trade of the primary exporting
countries. The only reduction was registered in trade
with the Western Hemisphere, owing mainly to lower
imports by North America but partly also to a con-
traction in trade among the Latin-American coun-
tries. However, the directional pattern of total exports
from the primary exporting countries did not under-
go any noticeable change. Notwithstanding the lag
in North American demand and the considerable ex-
pansion in trade among the primary exporting coun-
tries themselves, industrial countries again absorbed
the bulk {(about 70 per cent of their total exports).
The relative share of the primary exporting countries
amounted to some 25 per cent of the total, while
exports to the centrally-planned economics remained
in the neighbourhood of 5 per cent.

Raw materials, excluding metals, were the main
components of the increase in exports from the pri-
mary expornting countries. After a sharp decline dur-
ing the 1957-58 recession, and a partial recovery in
1959, earnings from this category reached a new
peak in 1960, exceeding by some 7 per cent the high-
est pre-recession figure (1956). An even higher pro-
portionate rise was registered in exports of metals
and manufactures — mostly textiles — while exports
of fuels showed a very modest advance and those of

food declined by about 4 per cent. The most se-
rious decline in food exports occured in the Middle
East; but exports from Africa and Oceania also
suffered a severe reduction.

While export carnings of the primary exporting
countries between 1959 and 1960 advanced at a
moderate rate, their imports — reflecting largely
the usual time lag between changes in export
earnings and those in expenditure on imports —
registered an impressive rise. The declining trend
in import demand which followed the 1957-58
recession came to a halt in the first quarter of 1959;
then, after a short recovery, a stecp rise began around
the middle of the year and continued throughout
1960. Total imports from the industrial countries rose
by 12 per cent and those from the centrally-planned
economies increased by a somewhat higher percent-
age. With the exception of fuels, which hardly show-
ed any advance, all the major categories participated
in the expansion — notably raw materials and ca-
pital goods.

Changes in African imports were mainly cha-
racterized by a slight increase in imports of food-
stuffs and a sharp rise in raw materials and manu-
factures, while imports of fuels remained virtually
unchanged. In comparison with the other primary
gxporting regions, the composition of the increase in
African imports showed the highest degree of con-
centration on capital goods, which accounted for well
over 60 per cent of the total increment. The bulk of
the expansion in African imports came from western
Europe; but the largest relative increase was record-
ed in plant and equipment, other than ships, from
Japan.

The expansion of imports was one of the most
significant developments in the primary exporting
countries in 1960. As an indicator of enhanced eco-
nomic activity, and particularly as a reflection of
increased efforts aimed at spceding up economic
development, this should be seen as an encouraging
feature. In that respect the year 1960 witnessed more
progress than 1959, when most countries belonging
to the group were obliged to reduce their import
levels mainly by ocutting down imports of capital
goods. On the other hand, the sharp rise in imports,
together with a smaller increase in exports, again
brought to the fore the precarious positin of the
primary exporting countries. According to the World
Economic Survey, between 1959 and 1960, the
total export carnings of the primary exporting
countries rose by somewhat over US § 1.6 billion,
while their combined cxpenditure on imports
(c. i. f) rose by about twice that amount. This
gave place to a net increase in the combined
trade gap from about US § 2.6 billion to about US §
4.3 billion. Once again the primary exporting coun-
tries were faced with the crucial problem of inter-
national payments.

The total flow of long-term capital from the in-
dustrial countries to the primary exporting countries



does not appear to have changed much between 1959
and 1960, and it fell short of meeting the increased
needs for external payments. The public component
continued to run at a relatively high rate, but the flow
of private capital was negatively influenced by va-
rious economic and political factors. First of all, as
in 1959, the boom conditions in western Europe and
Japan continued to exert their attractive power on
long-term private capifal, while the primary export-
ing countries, with the uncertain prospects of most
primary commodity markets and the existence of
idle capacity in many sectors of primary commodity
production, had but little to offer the potential in-
vestor. Moreover, in a number of cases — like Congo
(Leopoldville), Cuba, the Union of South Africa, and
to a lesser degree the Federation of Rhodesia and
Nyasaland, Kenya and some Latin American repub-
lics — political uncertainties also affected the flow
of foreign private capital. In some of the countries
mentioned the negative influence of political factors
gave birth to an outright flight of domestic and fo-
reign capital.

The total flow of public and private capital
accruing to the primary exporting countries, includ-
ing the contributions by the various international in-
stitutions, fell short of their actual financial needs.
The substantial increase in short-term debt and —
in a few cases — recourse to the IMF, tended to
ease the pressure on the external balances of the
countries in question. But this nevertheless remained
very strong especially so since the upsurge in ex-
penditure on imports combined in many cases with
incréased amounts of profits transferred and also, in
some countries at least, with flights of domestic and
foreign capital. In order to meet their current inter-
national obligations, most of the countries had to
draw on their reserves. Thus, the decline in reserves
during 1957 and 1958, which had been reversed in
1959, resumed once again in 1960.

(¢} Short-term outlook

As it appears from recent experience, a simult-
aneous and sustained expansion in the main indust-
rial areas is needed in order to produce a significant
impact on exports from primary exporting countries
and on primary commodity markets. This condition
was not fulfilled in the course of the last two years,
since the North American expansion, which had
started almost simultaneously with those in western
Europe and Japan, came to an end by mid-1960.
With a declining economic activity in North America,
the high rates of expansion in western Europe and
Japan were not sufficient to maintain the rate of ex-
pansion in the volume exports from the primary
exporting countries recorded in 1959 nor the rise
in primary commodity prices which got under way
in the second half o £1959.

By mid-1961 the world economic situation was
looking more promising in so far as conditions in
the main industrial areas had become rather more
uniform. As already stated, the economy of the
United States started moving upwards in the second
quarier of the year, while satisfactory conditions con-
tinued in western Europe and Japan.

No major changes have occured in western
Europe during recent months. Total industrial pro-
duction continued to rise although more slowly than
at the turn of the year. The slow-down seems to be
particularly evident in west Germany and the Scand-
inavian countries, where labour shortages appear to
be the chief factor in. holding back production in-
creases, but in west Germany some slackening. in
demand has been felt of late. In France production
remained unchanged until spring due to a weaker
demand there than in other west Europsan countries,
but since then a mildly rising trend has been notice-
able. Increases in industrial output have been noted
in the Netherlands, Italy, Belgium and, to a certain
extent, in the United Kingdom.

Looking at western Europe as a whole it seems
fairly certain that the average rate of industrial ex-
pansion in 1961 will fall short of that recorded in
1960. According to .a recent forecast by the Secreta-
riat of the Economic Commission for Europe, the 9
per cent rise in western European industrial output
recorded in 1960 is unlikely to be repeated in 1960,
and a somewhat smaller increase of some 5-6 per
cent seems more within the limits of possibility. The
latest report by the Commission of the EEC also
points to a slackening in the pace of industrial act-
vity during the second quarter of this year. Mainly
as a result of a slowing down in industrial expansion
in west Germany, the combined industrial output of
the six EEC countries in the second quarter showed
an increase of only 6.5 per cent over the correspond-
ing quarter of 1960. In the first quarter of 1961 the
increase over the first quarter of the preceding year
was 8 per cent, while the yearly rise between 1959
and 1960 was as high as 11 per cent. The report
considers that no important changes are likely to
take place in the following months, and that a rise
in the combined national product of about § per
cent, with industrial production increasing by 6-7 per
cent, may be expected with great confidence as the
end-result of the year 1961.

These figures, of course, seem quite satisfactory
from the viewpoint of full employment objectives in
west-European countries. They also seem to be suff-
icent as to ensure a further significant increase in
the area’s intra-trade as well as in imports from other
industrial areas. However, as noted in the first sec-
tion of this chapter, the slight decline in the rate
of economic expansion in western Europe between
the first and the second half of 1960 did affect quite
substantially the rate of imports from primary ex-
porting countries, while the expansion in imports



from industrial areas continued at an undiminished
rate. According to the Twelvth Annual Report of the
OEEC, there is not much hope that an increase in
stock might influence imports from the primary ex-
porting countries, since the rate of accumulation of
stocks in 1961 is expected to be considerably lower
than in 1960. But even if this forecast turns out not
to be entirely correct, it should be borne in mind
that contrary to the situation in North America,
changes in inventories in western Europe seldom
assume dramatic proportions, and the rate of im-
ports usually seems to be fairly closely correlated
with the rate of industrial production. It would seem
therefore that with the slower pace of industrial act-
ivity in western Europe, primary exporting countries
have but little chance in 1961 to expand their ex-
ports to that part of the world at the same rate as
in 1960. In fact, as will be said at the end of this
section, agricultural imports in some of the major
countries in western Europe in the first half of 1961
declined from the levels of a year earlier.

With the slowing down in the rate of economic
activity in western Europe, the North American ex-
pansion should really be a vigorous one, as well as
of an adequate duration, in order to counteract any
adverse impact on exports from the primary export-
ing countries and, in particular, on primary commo-
dity prices. The official and semi-official forecasts
in the United States are rather confident in this re-
spect. The general opinion seems to be that the ex-
pansion will gather momentum in the last quarter
of the year and that the upward movement of the
economy will continue in 1962. This sounds rather
reassuring, especially so since in most west European
countries forecast for the early months of 1962 do
not foresee any significant changes in the current
rates of growth.

However, the future rhythm of expansion in the
United States is still under a question mark. Excess
capacity, which has now been in existence for sever-
al years, remains one of the most worrying features
of the American economy. This casts a shadow on
the short-run prospects of investment activity, which
is the key to economic growth. A recent McGraw
Hill survey points out that investment in plant and
equipment in 1962 is expected to increase by some
4 per cent above the 1961 level. Compared with
increases recorded in western Europe in the course
of the last two years, a 4 per cent rise in investment
sounds rather modest and hardly adequate to assure
a rapid and vigorous expansion. True enough, this
is only an estimate. Higher consumer demand, ris-
ing profits and generally more favourable conditions
which are expected to develop in the following
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months may raise the actual spending well above
the estimated figure. But, nevertheless the survey
tends to indicate that corporations are somewhat re-
luctant to add to their existing capacity until they
feel certain of increased demand.

The pace of expansion in the United States so
far, has been rather on the modest side. According
to the latest announcement by the Council of Eco-
nomic Adviser, total output of goods and services
rose to an annual rate of US$ 526 billion in the
third quarter, but the relative increase over the first
depressed three months of the year did not amount
to more than 5 per cent, while the rise between the
second and the third quarter was of the order of only
2 per cent. Moreover, the rise in industrial output
tends to lag somewhat behind the advance in gross
national product. On the other hand, the rate of in-
ventory accumulation seems to be increasing, and
this is likely to exert a positive influence on the rate
of imports in the months to come.

However, as far as imports of agricultural com-
modities are concerned, the records of the first half
of 1961 have not been encouraging at all. According
to FAO sources,® in the first six months of 1961,
agricultural imports of the United States were about
9 per cent less in value than a year earlier; those of
the United Kinkdom 3 per cent less; those of France
about 4 per cent, and of western Germany 7 per
cent less than in the first half of 1960. The only
noteworthy exception was Italy, where a fractional
increase was registered.

Recent information on the course of primary
commodity prices is even less encouraging. In spite
of the recovery and expansion in North America, no
tangible effect has been felt so far in this particular-
ly weak spot of the world economy. The Financial
Times index of sensitive world commodity prices be-
gan to recover early in 1961 after an uninterrupted
decline in the second half of 1960. But a peak was
already reached in May, and it was below the peak
recorded in 1960; then, after some brief oscillations,
the index once again resumed a downward course.
By the end of September the index was at a lower
level than a year earlier. Barring for unexpected
changes in the last quarter of the year, it seems al-
most certain that primary commodity prices, which,
on the average, had not recorded any improvement
between 1959 and 1960, will loose some ground in
1961.

3 FAO, Supplement to the State of Food and Agriculture
and the FAO Commodity Review 1961.



Chapter A. 1L

RECENT TRENDS IN AFRICAN TRADE

a) General Developments

As in the case of underdeveloped regions in
general, the unusually rapid expansion in the volume
of African exports in 1959 was not repecated in 1960.
The actual increase between 1959 and 1960 fell
short by more than one-fifth of the rate recorded a
year earlier. However, owing to the stability in the
average unit value of exports, the volume and value
of African cxports in 1960 expanded at approx-
imately the same rate, so that total export earnings
of the region increased by a higher percentage be-
tween 1959 and 1960 than in the preceding interval
despite a smaller rise in exports in volume terms.

The value of African exports rose from about
$ 5.860 million in 1959 to about $ 6,330 million in
1960 - an increase of about 8 per cent, which
compares favourably with the 5 per cent rise of a
year ecarlier.! The 1959-1960 rate of increase of
African exports in value terms was also higher than
the corresponding rate for the underdeveloped re-
gions taken as a group; the latter did not amount to
full 6 per cent and was only slightly higher than the
rate recorded between 1958 and 1959.

The value of African imports rose from about
$ 7.230 million in 1959 to about § 7,970 million in
1260, thus marking an impressive rise of about 10
per cent after the 3-4 per cent decline between 1958
and 19592 As noted in ‘the. preceding chapter, an
important characteristic of this increase in African
imports was the high degree of concentration on
capital goods. This, indeed, may be-taken as an en-
couraging indication of increased efforts and more
systematic policies pursued by African governments
in the sphere of economic. development. But, how-
ever desirable an increase in .imports of the region
might be, the more rapid anvance in the value of
imports than of exports was bound to cause a
deterioration in the balance of trade of  Africa,
and — in the absence of an - adequate inflow of
public and private funds from abroad — to render
the pressure on foreign exchange reserves more acute.
After the improvement recorded between 1958 and
1959, the combined balance of trade of Africa in

1 UN Monthly Bulletin of Statistics, -October 1961,
2 Ibidem. .

1960 deteriorated by about § 270 million over the
preceding year.

As shown in the table below, which is based on
somewhat incomplete data, the bulk of the deficit
in the balance of trade of the region came again
from the countries belonging to the French franc
Zone. On the other hand, the deterioration in relative
terms was much more accentuated in the combined
balance of trade of the sterling area’s countries,
mainly due to high increases in imports of Nigeria,
Union of South Africa and Ghana, which were not
matched by adequate increases in export earnings.
The rest of the region, with the exclusion of the
Congo (Leopoldville), Ruanda-Urundi and Somalia,

TABLE A. 1I. 1

African Trade by Currency Areas®
(in millions of US dollars)

Totalb - 1958 1959 1960
Exports 5,250 5,446 5,735
Imports 7.078 6.814 7,616
Balance — 1,828 —1,368 -1,881

Sterling Area
Exports 2,628 2,984 3,106
Imports 3,306 3,224 3,683
Balance — 678 — 240 — 577

Franc Zonec:

Exports 1,669 1,440 1,484
Imports 2,494 2,352 2,643
Balance — 825 — 912 —1,159

Other Countries?

Exports 958 1,021 1,145
Imports 1,276 1.240 1,289
Balance - 318 — 219 — 144

Source: UN Direction of International Trade, 1959,

Monthly Bulletin of Statistics and National Publications.

Note: Value of gold exvorts for major exporting countries
are not included.

a Bxcluding trade »f Sao Tome and Principe, Portuguese
Guinea, Cape Verde [slands.

bData for Congo (Leocpoldville),
Somalia are excluded throughout.

¢ The Republic of Guinea is included in ‘Other Countries’.

Ruanda~-Urundi and



TABLE A. II. 2
African Trade by Sub-Regions?

North Africab 1,596 1,486
West Africac 1,340 1,398
South and East Africad 2,314 2,562

1611 2,621 2,521 2,862
1,482 1,501 1,547 1,765
2,642 2,956 2,748 2,989

Source: UN Direction of International Trade, Monthly Bulletin of Statistics and National Publications.
Note: Value of gold exports for major exporting countries included.
a Excluding trade of Sao Tome and Principe, Portuguese Guinea, Cape Verde Islands.

b Morocco, Algeria, Tunisia, Libya, Egypt and Sudan.

c Former French West African countries, Guinea, Togo Gambia, Sierra-Leone, Liberia, Ghana, Nigeria, Cameroun,

Former French Equatorial Africa.

d Data for Congo (Leopoldville), Ruanda-Urundi and Somalia are excluded.

for which data for the year 1960 were not available,
succeeded in narrowing the combined trade gap as
compared with the year 1959.

In contrast to 1959, when the value of exports
from North Africa declined from its 1958 level, in
1960 all sub-regions participated in the expansion
of African exports. The greatest relative increase of
about 8 per cent was recorded in the value of ex-
ports from North Africa while West Africa and South
and East Africa expanded their exports by 6 per
cent and 3 per cent respectively.

However, the small increase in the value of ex-
ports from South and East Africa seems to be partly
due to the fact that figures for the Congo (Leopold-
ville), have been excluded from the totals. Judging
by import statistics of the OECD, exports from the
Congo must have increased quite considerably be-
tween 1959 and 19603 — a fact which can only be
explained by an unusually high rise in exports from
Katanga, since all estimates point to a sharp reduc-
tion in exports from the other provinces of the Congo
Republic. If the actual export figure for the Congo
was included in the 1959 total for the sub-region,
and if a rough estimate, based on the OECD figures,
was included in the 1960 total, exports from the sub-
region in 1960 would show an increase of about 5
per cent over the preceding year.

The expansion in exports was geographically
somewhat more widely spread in 1960 than in 1959,
but the expansion in imports was an even more
general phenomenon among African countries. As
shown in the table below, out of the twenty three
countries listed, for which information is available

fifteen countries — or 65 per cent of the total —
recorded in 1960 increases in their export values,
while nineteen countries — or almost 83 per cent

of the total — had higher import levels than in 1959.

The number of countries whose trade gap wide-
ned in 1960 was considerably smaller than the numb-
er of those which recorded an increase in their import
value. Out of twenty two countries below, for which

3 According to the OECD figures imports of the OEEC
countries, which account for about 75 per cent of total
Congolese exports, rose by about 14 per cent between
1959 and 1960 (OECD, Statistical Bulletins, Foreign Trade,
October 1961).

TABLE A. II. 3

Percentage Changes in the Trade of Selected African
Countries and Territories between 1959 and 1960.

Exports Imports
Guinea +91.3 —18.9
Dahomey - Niger +26.9 +59.4
UAR (Egypt)® +24.2 + 5.0
Morocco +24.3 +44.1
Liberia +23.5 +61.2
Ivory Coast +10.4 + 4.7
Mozambique +10.3 + 5.6
Rhodesia and Nyasaland +10.2 + 44
Kenya, Uganda, Tanganyika + 84 +102
Algeria* + 79 +10.9
Ethiopia2 + 7.0 + 5.1
Ghana + 2.7 +14.4
Former French Equatorial Africa + 2.6 +16.1
Union of South Africa + 23 +13.7
Nigeria + 038 +20.1
Angola ’ — 0.6 — 26
Malagasy Republic — 09 — 6.7
Senegal, Mali, Mauritania — 2.8 — 35
Sudan — 5.1 +104
Cameroun —10.5 + 35
Tunisia —15.6 +24.8
Togo —17.5 +72.2
Mauritius —36.9 +154
Congo and Ruanda-Urundi n.a. n.a.

Source: National Publications. Based on National Curr-
ency.

a Year ending 10 December.

b Excludes trade with Syria.

4 The percentage increase in Algerian exports in this tab-
le has been derived from figures pubished in Donnees
Statistiques, Institut National de la Statistique et des Etudes
Economiques, Paris, September 1961. It should be noted
that the magnitude of this increase differs sharply from
that in imports of the OEEC countries, which may be der-
ived from trade statistics of the OECD (OECD, Statistical
Bulletins, Foreign Trade, October 1961). According to the
latter, imports from Algeria of the OEEC countries, which
account for about 90 per cent of total Alegerian exports.
rose by almost 50 per cent between 1959 and 1960. The
explanation of this discrepancy seems to be due to the fact
that the figures from which the percentage in the table
above has been derived probably exclude exports from the
Sahara Department.
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TABLE A. IL 4

Exports of seclected African Countries and Territories
expressed as a percentage of their Imports.

African Countries and Territories 1958 1959 1969
Sudan 73 117 101
Rhodesia and Nyasaland® 86 ( 90) 125 (129; 131 (136)
Congo and Ruanda-Urundi 112(116) 159 (162) n.a.
Togo* 84 116 56

" South Africa® 70(110) 88 (137) 79 (131)
Cameroun 108 133 115
Guineac 35 47 110
Morocco 86 99 86
Nigeria 82 91 77
Mauritius 95 99 54
Former French Equatorial Africa 67 72 63

~ Ethiopiac 79 87 88

-Kenya, Uganda and Tanganyika 101 (102) 105 (106} 103 (104)
UAR (Egypt) 71 72 87
Ivory Coaste 138 120 126
Ghana 111(124) 90 (100 81( 89

- Algeria 43 32 31
Madagascar 76 63 67

., Dahomey and Niger® 110 92 n.a.
Tunisia 99 93 63
Mali, Senegal and Mauritania® 66 65 66
Angola 99 95 87
Mozambique 61 55 58
Lybia 15 1l 7

a Year ending December 10th of years stated.

b Imports, F.O.B., South Africa including South West Africa.

¢ Source National Publications.

Source: UN Monthly Bulletin of Statistics, November 1961.
Based on value expressed in National Currency.
Note: Figures in brackets include exports of gold.

infoyrmatio'n, is available, there was a deterioration
in the case of thirteen countries — or less than 60 per
cent of the countries listed — while nine countries
recorded improvements in their trade balances.

As suggested by the figures in the tables above
trends in both exports and imports in various sub-
regions of the continent, and even in countries be-
longing to the same sub-regions, were far from uni-
form.

One of the main characteristics of the trade de-
velopments in North Africa in 1960 was a deteriora-
tion in the trade balances of North African countries.
Only the UAR (Egypt) succeeded in reducing her
traditional trade gap while in all other cases larger
deficits were recorded in comparison with the
previous year.

On the export side trends varied widely from
country to country under the influence of various
factors. Morocco and Algeria expanded their exports
at very high rdates while exports from Tunisia and
Libya, where agriculture suffered heavily from the
severe droughts in 1959760, fell short of the 1959
levels. The impressive rise in expors from the UAR
(Egypt) was due to higher world demand for cotton

but this same factor was not able to maintain ex-
ports from the Sudan on their 1959 level, since this
level had been conditioned by large carryovers of
cotton from the two previous seasons.

With the exception of the UAR (Egypt), whose
imports rose only moderately, all North African
countries in 1960 registered substantial increases in
their imports. The most striking change occurred in
Morocco, where imports in 1960 increased for the
first time after an uninterrupted decline from 1956
onwards, and as shown in Table A.JL3, they increas-
ed at an impressive rate of 44 per cent. In some cases
increased quantities of food contributed to the general
rise in imports, but in most countries in the sub-
region the increase in imports was concentrated on
categories of goods needed for economic develop-
ment,

Most countries in West Africa suffered in 1960
from declining prices of cocoa and coffee. Togo,
where a rise in exports in volume terms was
accompanied by a sharp fall in export earnings, was
probably the most prominent case, but other coun-
tries were also adversely affected in proportion with
the relative importance of cocoa and coffee in their
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total exports. In contrast to this, countries with a
relatively large share of minerals in their export
patterns recorded quite substantial gains, and the
same may be said of exporters of natural rubber
and tropical wood. So, for instance, a spectacular ex-
pansion was recorded in exports from Guinea —
owing mainly to increased shipments of iron ore and
bauxite, while Liberia gained roughly in equal pro-
portions from increased exports of natural rubber
and iron ore. Generally speaking, countries with
more diversified export structures were in a re-
latively good position, since they were able to offset.
or more than offset losses caused by declines in
prices of cocoa, coffec and some other agricultural
commodities by gains in exports of minerals and
tropical wood.

Wiht one or two exceptions only, levels of
imports in the countries belonging to the sub-region
were on the increasing side. As in the case of North
African countries, the impact of economic develop-
ment on mport patterns in West Africa seems to be
increasingly felt. Although inter-country differences
in this respect to exist, it may be generally said that
the rise in imports of such categories like machinery,
transport equipment, chemicals and basic materials
in 1960 tended to outstrip increases in imports or
less essential goods. In the case of a few more ad-
vanced countries of the sub-region, this encouraging
tendency seems to be partly linked with results
achieved so far in the expansion and diversification
of domestic production, which have led to a partial
substitution of certain imports by domestically pro-
duced goods.

Generalization on trade developments in South
and East Africa is rendered very difficult owing to
a number of specific factors which often combined
to determine the trade position of individual coun-
tries. True enough, as in the case of African countries
in general, developments on the export side were
mainly influenced by the strength of external demand
for the main exporting commodities. But since sup-
ply conditions often varied from country to country.
a given level of demand did not always produce the
same effect on countries with similar export patterns.
Declines in exports from Chad and the Central
African Republic seems to have been caused by
adverse changes on the supply side — mainly by
reduced quantities of cotton available for exports.
Exporters of coffee suffered from the declining prices
of this commodity but there again the overall effect
on export proceeds was by no means uniform. Des-
pite the fact that coffee accounts for more than a
half of her total export earnings, and that she does
not enjoy a sheltered market, Ethiopia increased the
value of her exports by a significant percentage,
while another exporter of coffeec — the Malagasy
Republic — was not even able to maintain its al-
ready depressed 1959 export level. In one important
trading country of the sub-region — Congo (Leopold-
ville) — trade developments in 1960 were affected

in a decisive way by the unfortunate political events
following independence. However, apart from the
Congo (Leopoldville), the three major trading units
— East Africa, the Federation of Rhodesia and
Nyasaland and the Union of South Africa, which to-
gether account for more than one-third of total
African exports — recorded further increases in their
export earnings. With the exception of the Federa-
tion, where the rise in imports did not attain a half
of the increase in exports, imports in the two re-
maining cases increased at a higher rate than exports,
thus giving rise to a deterioration in the trade
balances.

The geographic pattern of African trade in 1960
did not undergo any significant change in com-
parison with the previous year, but some changes
did occur both on the export and import sides.

As already pointed out in Chapter A/I of the
Bulletin, African exports to North America, or more
precisely to the United States, were affected by the
economic recession in the latter part of 1960. The
United States imports from Africa dropped sharply
in the second half of the year, so that the total for
1960 was some $ 53 million lower than in 1959. It is
worth while noting that the decline in American
imports from Africa — of about 9 per cent — was
about three times greater than the average decline
in the United States imports, which tends to show
the high degree of sensitivity of imports from Africa
to economic fluctuations in that country.

On the other hand, imports of western Europe
from Africa, particularly those of the OEEC countries
expanded at a much higher rate than over the 1958-
1959 interval. The percentage increase in the com-
bined imports of these countries — of about 11 per
cent — reflects to some extent a rise in freight rates
in the course cf 1960, but even allowing for this rise
in freight rates the actual increase in imports on a
f.o.b. basis must have been approximately of the
order of 9 per cent. As shown in the table below,
the rise in imports from Africa was much higher in
the case of the EEC group than in the case of the
EFTA countries — 13 per cent and 7 per cent re-
spactively — so that the relative share of the EEC
group in total African exports continued to progress.
In this group of countries France accounted for about
60 per cent of the total increase or, in absolute terms,
for some $ 200 million. As it appears from the
OECD statistics, more than four-fifths of the increase
in French imports from Africa were concentrated on
only one African country — Algeria. Substantial re-
lative increases in imports from Africa were also
recorded in Belgium, Luxemburg and Italy, as well
as in the Federal Republic of Germany. The only
member of the European Economic Community
whose imports from Africa in 1960 were lower than
in 1959 was the Netherlands.

Within the EFTA group the United Kingdom
accounted for almost 80 per cent of the total in-
crease in imports from the African region, bu the rise
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TABLE A, 1.5
Trade of North American and west-European Countries with Africa

Exporting and

Exports to Africa

Imports from Africa

Importing Countries 1958 1959 1960 - 1958 1959 1960
United Statesa 617.9 691.3 765.4 560.9 588.9 534.9
Canada? 68.4 76.0 82.1 294 - 336 354

Total North America 686.3 767.3 8475 590.3 622.5 569.3
Belgium, Luxemburg 237.0 186.4 163.3 278.4 329.2 3827
France 1,875.2 1,772.3 2,052.6 1.525.1 1,230.5 1.430.0
italy 214.3 2104 2434 245.5 284.2 322.1
Netherlands 182.4 182.3 206.2 176.8 203.0 197.6
West Germany 455.5 499.2 592.1 467.2 525.1 580.6

Total EEC Countries  2,964.7 2,850.8 32578 2,693.0 2,572.3 2913.0
Austria 33.0 30.7 29.6 30.8 24.4 312
Denmark 24.1 26.3 29.3 6.8 11.4 13.3
Norway 41.8 36.2 42.8 28.6 46.1 38.4
Portugal 102.8 100.8 103.3 82.9 81.4 93.1
United Kingdom 1,396.8 1,288.9 1,373.2 LO7L.5 1,1704 1,244.2
Sweden 84.4 91.7 104.8 42.8 52.1 56.8
Switzerland 68.2 69.5 68.7 511 524 58.2

Total EFTA Countries  1,751.4 1,644.6 1,752.0 1.315.0 1,438.3 1.535.0
Spain 45.7 439 36.6 42.7 37.6 30.0
Yugoslavia 27.4 229 317 19.2 19.9 523
Greece 5.9 36 3.6 12.5 13.6 16.2
Turkey 1.2 3.2 3.8 32 1.1 1.9

Total listed Western
European Countries  4,796.3 4,569.0 5,085.5 4.085.6 4,082.8 4,548.8

Source: For the United States — World Trade Information Service, Part 3, No. 61-27 Statistical Reports, for
all the other countries listed — Overall Trade by Countries, OEEC Foreign Trade, Series A, August 1961.

a Countries with imports on a f.o.b. basis.

in imports of this country, in both absolute and re-
lative terms, was smaller than that recorded in the
1958-1959 interval. Among other west-European
countries, outside the two economic groupings. men-
tion should be made of Yugoslavia, whose imports
from Africa in 1960 more than doubled compared to
the previous year.

As in the previous years, the bulk of African
imports in 1960 came from western Europe. Ex-
ports from western Europe to Africa increased by
about the same percentage as west-European imports
from Africa, but the rates of increase of exports from
the EEC and the EFTA group were somewhat differ-
ent from the corresponding rates of imports. The in-
crease in exports from the EEC — of about 14 per
cent — was somewhat higher than the rise recorded
on the import side, while exports from the EFTA
countries expanded at a slightly lower rate than their
imports from Africa.

Japanese imports from Africa continued to ex-
pand rapidly — from § 128 million in 1959 to § 164

2

million in 1960, but exports to Africa recorded a
sharp decrease of about 14 per cent.

In the centrally planned economies, and in
particular in the USSR, imports from Africa con-
tinued to expand rapidly although at a considerably
reduced rate in comparison with the 1958-1959 in-
terval. USSR imports from Africa increased in 1960
by about 15 per cent over the previous year, reach-
ing a figure of about $ 200 million which, together
with imports of the six eastern European countries,
added up to a total of about § 330 million. This,
after deduction of freight and insurance costs, would
amount to somewhat less than 5 per cent of the total
exports from the African region. On the other hand,
exports from the USSR to Africa were slightly lower
in 1960 than in 1959 and they amounted roughly to
only half of the value recorded on the import side.
Together with exports from the six eastern European
countries, exports from the USSR to Africa in 1960
were probably not higher than $ 240 million, which
constitutes only about 3 per cent of the total imports
of the region.
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The lower figures of African imports from the
centrally planned economies than of exports going
to these countries are partly explained by the fact
that some of the purchases by the centrally planned
economies are performed for convertible currency,
which is often used by the exporters to buy goods
in other parts of the world. But account should
also be taken of the fact that part of imports from
Africa obtained through intermediate firms in for-
mer metropolitan countries, is covered by exports to
these latter countries.’

Trade between Africa and the centrally planned
economies is still concentrated in a small number of
African countries. Out of some twenty countries of
the region which have commercial relations with the
centrally planned economies, one — the UAR (Eg-
ypt) — accounts for about 70 per cent of total
African exports and for about 65 per cent of total
African imports. from these countries. Only eight
countries — the UAR (Egypt), Morocco, Algeria,
Sudan, Ghana, Guinea, Nigeria and the Federation
of Rhodesia and Nyasaland — represent more than
90 per cent of the total trade with the USSR, eastern
Europe and mainland China. -

Global data on African trade in the first six
months of 1961 are not yet available. However, a
general idea about the trends prevailing in this period
can be obtained from the trade statistics of the main
trading partners of Africa.

The United States imports from Africa were
some 6 per cent higher in the first half of 1961 than
in the corresponding period of 1960, while exports to
Africa increased by only 2 per cent.® From the view-
point of African exports this looks rather promis-
ing, especially so since a further rise in the United
States imports — under the influence of enhanced
economic activity — may be expected in the latter

part of the year. On the other hand — and this has
more weight in this context - the expansion in im-
ports of western Europe, by far the most important
trading partner of Africa, slowed down in the first
half of 1961. According to the OECD figures,” west-
European imports (OEEC countries) did not show
any increase in the first quarter of 1961 over the
corresponding quarter of 1960. In the second quarter
of the year imports from Africa increased by some
6 per cent over the second quarter of 1960, so that
the average increase in the first six months of 1961
over the corresponding period of the previous year
was of the order of 3 per cent. In comparison with
a 12 per cent rise between the first half of 1959 and
the first half of 1960 this 3 per cent increase is
rather small and it indicates a considerable slowing
down of the expansion of African exports to western
Europe — a region which absorb almost two-thirds
of total African exports. Exports from western Eu-
rope (OEEC countries) to Africa were lower in both
the first and second quarter of 1961 than in the cor-
responding quarters of 1960. The total for the first six
months of 1961 was about 4.6 per cent below the
figure recorded a year earlier. These divergent trends
in west European imports from and in exports to
African countries point to an improvement in the
balance of trade of Africa with western Europe, and
in the overall trade balance of the region as well.
However, from a broader point of view, this improve-
ment may not mean much to African economies since
it has not been achieved on a higher level of both ex-
ports and imports. The more recent months of 1961
may have brought some changes in this general pic-
ture but, as already said in the preceding chapter of
this Bulletin, there is no indication of a renewed ex-
pansion in west-European imports, and in particular
in imports from primary exporting regions.

b) Notes on trade of Selected African Countries

In the following pages a brief account will be
given of the main developments in the trade of a
number of African countries in the course of 1960.
Unfortunately, owing to the lack of information, a
great many countries, some of them quite important
for the trade of the region, could not be covered by
this survey,

(i) North Africa

UAR (EcgyrT): Exports from UAR (Egypt)
rose by 24.2 per cent in 1960, while imports increased
by only 5.0 per cent, although at $§ 646.4 million

51In the USSR statistics imports of this kind are usually
recorded as imports from the countries of origin.
6 Foreign Commerce Weekly, October 16, 1961.

imports were still 17.5 per cent higher than exports
which amounted to $§ 550.2 million. In consequence
the customary trade deficit was, in 1960, much lower
than in 1959, declining from § 173.0 million in 1959
to § 96.2 million in 1960. The improvement in the
trade deficit was due mainly to the limited success
at diversifying exports, to the better demand for
cotton, to the measures taken to prevent the re-ex-
port of Egyptian commodities, and also to the curb-
ing of some imports, The balance of visible trade
has been the determining factor in the overall balance
of payments since 1950, for even when there have
been surpluses on capital account and other items
of current account these have never, except in 1954,
been enough to offset the deficit in the balance of

70OECD Sattistical Bulletin, Foreign Trade, October 1961.
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TABLE A. II. 6

UAR (Egypt): Major Exports by Commodities 1959 - 1560
In thousands US $

1959

1960

T % change
Commodity Value % of total Value 9% of total 1959/60
Cotton raw 316,351 714 387,002 70.3° + 223
Textiles (Items in SITC
Code No. 65) 36,790 8.3 51,208* 9.3 + 392
Onions 10,626 2.4 10,282 1.9 — 34
Petroleum, crude &
partly refined 10,109 2.3 8.323 1.5 - 17.7
Natural phosphates 4,595 1.0 3,877 0.7 — 153
Groundnuts, green 4,164 0.9 3,676 0.7 — 117
Manganese ore &
concentrates 3,877 0.9 2,728 0.5 — 29.6
Sugar 2,355 0.5 4,704 0.9 + 99.7
Rice 3,073 0.7 28,229 5.1 +800.0
All others 47,628 10.7 47,380 8.6 — 05
Re-exports 3.464 2,746
Total 443.032 100.0 550,155 1060.0 + 242

* Includes some other items that cannot be separated.
Note: Trade with Syrian Region not included.
Source :

trade.’ The recognition of the need to diversify and
expand exports has found expression in the sustained
attempt at industrialization and in the conclusion of
trade and payment agreements with several countries.
Apart from trade agresments with Western Germany
and the Soviet Union, the UAR (Egypt) has also con-
cluded trade agreements with Spain, Poland, Somali

Republic, Ceylon, Cuba, Switzerland, Mainland
China, Burma, Ethiopia, Morocco, Lybia and
Guinea.?

The increase in Egyptian exports in 1960 was
spread over three major items — cotton, textiles and
rice. Contrary to the usual pattern almost all the
export items which registered significant declines in
value terms in 1960 were non-agricultural raw
materials like crude and semi-refined petroleum,
natural phosphates and manganese ore and concen~
trates!® and probably reflected partly the raw material
needs of the growing industrial sector of the econo-
my.!! Raw cotton which continues to be the leading
export was up 22.3 per cent in value terms in 1960
as compared with 1959 and represented 70.3 per
cent of the total value of exports. The improvement
in the demand for cotton in 1960 was largely due to

8 National Bank of Egypt Economic Bulletin Vol. XIV
No. 1, 1961 (Statistical Appendix).

91In 1961 a trade mission visited several African countries
and visits were also arranged for the United States.

10 All these items registered a more than 15.0 per cent
decline in 1960. Green groundnuts and onions fell in value
terms by 12.0 per cent and 3.4 per cent respectively.

11 Exports of refined petroleum products nearly trebled
in 1960. On the other hand volume of fuels and mineral
oils and products exported fell by almost 82,000 tons.

UN International Trade Statistics, 1959. UAR (Egypt) Monthly Summary of Foreign Trade, 1960.

the reduction in the size of cotton crops in other
producing areas.!? As in 1959 most of the cotton
shipments went to the eastern European countries,
although the 1960 shipments were slightly below
those of 1959. In 1959 about 67.0 per cent of all
cotton shipments went to Russia and the eastern
European countries and Mainland China. This per-
centage fell to 57.0 per cent in 1960.

All the major categories contributed to the in-
crease in the value of imports in 1960 with the ex-
ception of food, beverages and tobacco which de-
clined by 8.4 per cent in value terms mainly as a
result of a fall in the unit value and the volume of
imports of wheat and wheat flour. Coffee, raw
tobacco and livestock imports also declined in value.
These decrease were, however, more than offset by
increases in imports of raw wool, wool yarn and
fabrics which mainly accounted for the 74.9 per cent
increase in the value of textiles imports. There were
also significant increases in imports of chemicals,
including fertilizers, and basic materials and mineral
fuels also went up. Imports of machinery and trans-
port equipment showed only a slight increase in
1960 compared to 1959 but as in 1959 they were at
a high level and represented 24.2 per cent of total
value of imports. In this category electrical equip-
ment and parts actually registered a decline. Other
manufactures and miscellaneous items registered in-
creases in value terms.

12 The sharp and unexcepted reduction in the Indian
crop contributed a great deal to Egypt’s exports in the
1959-1960 season.
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TABLE A. IL. 7
UAR (Egypt): Imports by Categories 1959 - 1960
In thousands US §

1959 1960 % change
Commodity SITC)  Value 9 of total Value 9% of total 1959/60
Food, Beverages & Tobacco ©.n 150,952 245 138,362 214 - 84
Basic Materials & Mineral
Fuels 234 121.167 19.7 139,014 21.5 + 147
Chemicals &) 74,037 12.0 74,464 11.5 + 0.6
Textiles (65) 10,985 1.8 19,212 3.0 + 749
Machinery & Transport equipment  (7) 155,099 25.2 156,159 24.2 + 07
Other Manufactures (6.8) 99,649 16.2 115,742 178 4+ 15.3
Miscellaneous ) 3,794 0.6 4,295 0.7 4+ 132
Total 0-9) 615,683  100.0 646,248  100.0 + 50

Note: Trade with Syrian Region not iﬁciudgad. SITC Classification for 1960 is approximate.
Source: UN International Trade Statistics, 1959. UAR (Egypt) Trade Report according to SITC 1959, UAR

(Egypt) Monthly summary of Foreign Trade,r 1560.

The dramatic shift in the direction of Egyptian
trade, away from Western Europe to Eastern Europe
and Mainland China, which began in 195613 was
slightly redressed in 1960, although the eastern
European countrics remained Egypt's most important
trading partners. In 1959 exports to eastern Europe
and Mainland China represented 460 per cent of
total cxports. Imports from the same area accounted
for 29.8 per cent of total imports. In 1960 trade with
eastern Europe and Mainland China declined slight-
ly in relative terms as this area took 44.1 per cent
of Egyptian exports, and supplied 27.8 per cent of
Egyptian imports. The bulk of the trade with eastern
Europe was with the Soviet Union which accounted
for 41.0 per cent of the value of imports from and
37.2 per cent of the value of exports to eastern
Europe. The share of western Europe 'in Egyptian
trade in 1960 was 38.4 per cent of total imports and
18.0 per cent of total exports, the EEC group of
countries accounting for the bulk of this trade. In
1959 the share of EEC countries in Egyptian trade
was 24.2 per cent for imports and 14.7 per cent for
exports. In 1960 their share of imports increased to
27.8 per cent and their share of exports declined to
12.2 per cent. Trade with the Dollar Area has been
increasing since 1958, and in 1960 accounted for
18.4 per cent total imports but only 5.3 per cent of
total export. Trade with the rest of Africa is still
relatively small but is likely to increase in view of
the vigorous attempt at developing trade relations
with African countries in the past two years.

13 Economic Bulletin for Africa, Vol. I, No. 1, p 26,
January 1961.

14 Usually a year of high level exports and a favourable
balance of trade has been followed by a more leberal im-
port policy resulting in increased imports in the following
year. The reverse tendencies have been- the case in years
of low exports and unfavourable trade balances.” See Eco-
nomic Bulletin for Africa, Vol. I, No. 1, January 1961. -

Supban: The external trade of Sudan has in re-
cent years been characterized by considerable fluctu-
ations from year to year. Exports have usually led in
these fluctuations with imports responding in the
same direction after a lag of 12 months.’* Exports
declined by 5.0 per cent in 1960 as compared with
1659 while imports rose 104 per cent above the
1959 figare. The trads surplus was thus much
smaller in 1960 than in 1959 — $ 1.1 million in 1960
as against § 27.9 million in 1959, However, as already
said conditions in 1959 were unusual because expornts
in that year had been influenced by the shipment of
large quantities of cotton carried over from the prev-
ious two seasons. Furthermore, 1959 was a year of
import restrictions while 1960 was characterized by a
more liberal import policy. The 1960 figures could
therefore be said to reflect a more normal state of
affairs with import restrictions relaxed to a large
extent and with large but not exceptional quantities
of cotton exported at favourable prices.!s

The decrease in he value of exports in 1960 was
confined to three commodities -~ cotton, cotton seed
and oil cakes and oil meal. Cotton, which represent-
ed 54.6 per cent of the total value of exports, fell
by 17.5 per cent. The export value of cotton seed fell
even more sharply by 35.8 per cent in 1960 compared
with 1959. Exports of gum arabica, the next most
important export commodity after cotton, increased
in value terms by 36.9 per cent in 1960 compared
with 1959, the increase in value resulting mainly
from increased shipments in 1960 compared with
1959. The increased value of groundnut exports was
the result of better prices in 1960, but on the other
hand, the 66.9 per cent increase in the value of sesame
exports was due to the greater quantities shipped in
1960 as compared with 1959. While the value of
dura exports have fluctuated considerably in recent

15 Economic Survey of Sudan, 1960, p. 23.
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A Il 8

SUDAN: Major Exports by Commodities 1959 - 1960
in thousand US$
, 1959 1960 % change
Commodity Value % of total Value 9, of total 1959760
Cotton: ginned 115,311 63.3 95,092 54.6 -17.5
Gum arabic 14,618 8.0 20,018 11.5 +36.9
Groundnuts shelled 10,282 5.6 12,608 7.2 +22.6
Sesame 7.898 4.3 13,182 7.6 +66.9
Cotton seeds 12,436 6.8 7,984 4.6 —35.8
Dura 4,786 2.6 7.996 4.6 +67.1
Oil cakes and meal 4,825 2.7 4,000 2.3 —17.1
Other commeodities 12,130 6.6 13,336 7.6 + 9.9
Re-exports 9,463 (7.803}
Total 182,286 100.0 174216 100.0 - 5.0
Source: Foreign Trade and International Statistics Monthly, January 1961, UN Yearbook of International Trade

Statistics, 1959,

years owing to fluctuations in the annual volume
of production, the shipments in 1960 increased by
more than 100 per cent in volume terms and 67
per cent in value terms as compared with the cor-
responding figures in 1959. The value of other ex-
ports, including livestock, hides and skins, went up
by 9.9 per cent in 1960,

With the exception of the categories of food,
beverages and tobacco all the main import categories
shared in the 10.4 per cent increase in the value of
imports in 1960. Imports of consumer goods account-
ed for over 50 per cent of the total value of imports
compared to nearly 60 per cent in 1959 and 70
per cent in 1950. This downward trend in imports
of consumer goods has been encouraged by official
policy which. has placed increasing relative import-
ance on. imports of capital goods and raw materials
to promote the economic development of the country.
Thus the share of the category “machinery and trans-
port equipment” has risen from about 10 per cent
of the value of total imports in 1950 to 17.7 per cent

in 1959 and 24.3 per cent in 1960. Imports of raw
materials have also followed a similar generally up-
ward trend although at a higher level — about 30
per cent of the total value of imports in 1960. Food
imports were down 17.5 per cent in value terms and
their relative share in the total value of imports de-
clined from 24.8 per cent in 1959 to 16.7 per cent in
1960. Imports of basic materials and mineral fuels
increased slightly in value terms but declined by one
per cent in its relative share in the value of imports,
Imports of other manufactures were up 12.5 per cent
in value while their relative share in the value of
imports also increased from 19.7 per cent in 1959
to 20 per cent in 1960.

The United Kingdom has always been Sudan’s
most important trading partner, although in recent
years the EEC group of countries has been gaining
on the UK, particularly as a customer for Sudanese
exports. In 1952 exports to the United Kingdom
accounted for 55.7 per cent of total exports and im-
ports from the UK were 34 per cent of total. The

A IL 9
SUDAN: Imports by Categories 1959-1960
in thousand US$
1959 1960 % change
Commodity* » SITC Value % of total Value % of total  1959/60
Food, Beverages & Tobacco 0.1 40,695 24.8 30,247 16.7 ~25.7
Basic Materials & Mineral Fuels  (24.3) 18,966 11.6 19,212 10.6 4+ 1.3
Chemicals {5) 9.479 5.8 11.838 6.5 +24.9
Textiles ' 65) 32,889 20.1 38,656 21.4 +17.5
Machinery & Transport Equipment  (7) 29,084 17.7 44,015 24.3 +51.3
Other Manufactures (6.8) 32,234 19.7 36,278 20.0 +12.5
Miscellaneous 9) 514 0.3 686 0.4 +33.5
Total © -9 163,861 100.0 180,932 100.0 +10.4
a Commodity classifications are approXimate.
Source: Foreign Trade and International Statistics Monthly, Dec. 1960, UN Yearbook of International Trade
Statistics, 1959.
2 x
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TABLE A. 11. 10

Tunisia: Major Exports by Commodities, 1959 - 1960
In thousand US $

1959 1960 % change

Commodity Value % of total Value 9% of total 1959/60

Olive oil 36,079 25.4 14,313 12.0 —60.3
Phosphate, natural 18,465 13,0 15,062 126 —184
Wine, ordinary 17,587 124 17,284 14.4 - 1.7
Wheat 8,209 5.8 12,433 104 +51.5
Iron Ore 7,604 54 7.917 6.6 + 4.1
Barley 6,662 4.7 4,104 34 - 38.4
Phospheric fertilizer 6,332 4.5 6,233 52 ~ 1.6
Citrus fruits 4,326 3.0 3,821 32 —11.7
Lead and lead alloys 4,032 2.8 3,363 2.8 ~16.6
Semolina 3,948 2.8 4,087 34 4+ 3.5
Cement 3,085 22 2,377 2.0 —23.0
Iron & steel: scrap 910 0.6 1,395 1.2 +53.3
Wool and hair 506 04 378 0.3 253
Copper & copper alloys 500 0.4 490 0.4 — 2.0
Zinc Ore 226 02 186 0.2 —17.7
Alfa 1.95% 1.4 3,088 2.6 +57.6
All others 21,442 15.1 23,154 19.3 + 8.0
Total 141,872 100.0 119,685 100.0 —156

Source: UN Yearbook of International Trade Statistics 1959 and Bulletin de Statistique et d’etude Economique.

figures for the EEC group of countries were 18.8
per cent for exports and 21.5 per cent for imports.
By 1959 the share of exports to the UK had dec-
lined to 26.1 per cent of total exports and imports
from the UK accounted for 24.9 per cent of total
imports. On the other hand the ghare of imports from
the EEC countries fell slightly to 17.8 per cent in
1959 and that of exports rose to 31.4 per cent. In
1960 the UK share of Sudanese trade was 27.4 per
cent of total imports and 25.9 per cent of total ex-
ports. The EEC countries in the same year bought
23 per cent of total Sudan’s exports and supplied
20 per cent of its imports, Trade with the eastern
BEuropean countries had developed significantly since
1957 as a result of several bilateral agreements with
these countries.’® In 1958 exports to the eastern Eu-
ropean countries amounted to 6.9 per cent of total
exports and imports from the socialist countries were
only 4.4 per cent of total imports. These shares rose
to 7.4 per cent and 7.3 per cent respectively in 1959
and to 129 per cent and 9.2 per cent respectively
in 1960, and there are indications that this trend will
continue. Trade with the rest of Africa, which is
accounted for mainly by trade with UAR (Egypt).
and which has been fluctuating from year to year
around a gently declining trend, is quite substantial
and represented an average of 11.2 per cent of total
imports for the period 1958 to 1960 and an average
of 8.6 per cent of total exports for the period 1958
to 1959,

16 Czechoslovakia, Eastern Germany, Hungary, Poland,
Bulgaria and Yugoslavia.

Tunisia: Tunisia’s trade deficit worsened in
1960 as compared with 1959 as a result of a 156
per cent decrease in the value of exports coupled
with a 24.8 per cent increase in the value of imports.
The adverse trade balance in the first nine months of
1960 rose to $ 39.0 million as against a deficit of
$ 19.3 million in the first half of that year and a
surplus of $ 2.4 million in the first nine months of
1959. By the end of the year the trade deficit had
risen to $§ 71.0 million as against only $ 11.0 million
for the whole of 1959. The drop in the value of Tu-
nisian exports in 1960 was, to the greatest extent,
due to the poor crops,!” which led to a drop in ex-
ports of olive oil from § 36.0 million in 1959 to
% 14.0 million in 1960. The decrease in the value of
olive oil exported would have been much greater
but for the 35.000 tons of olive oil left over from the
previous season and exported in 1960. Exports of
ordinary wine, barley, citrus fruits, fertilizers, cement,
fead and phosphates also declined in value terms.
Other exports such as wheat, semolina, iron ore, scrap
iron, and alfalfa were up in 1960,

Imports increased in all categories but most of
all in equipment goods which went up 57 per cent
in value terms from $ 27.4 million in 1959 to $ 43.1
million in 1960. A less encouraging feature was the
increase in imports of soft wheat which contributed
significantly to the 21.1 per cent increase in the value

17The 1959/60 drought affected agriculture and exports
of certain commodities in Tunisia as well as in Algeria,
Morocco and Libya,
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of imports of food, beverages and tobacco. The value
of imported manufactures also registered a consider-
able increase over 1959,

In spite of the fact that Tunisia has no formal
political links with France - unlike many other
former French African countries — the bulk of
trade is with France. In 1959 France supplied
65.5 per cent of Tunisian imports, but this share
declined slightly to 59.5 per cent in 1960. On the
other hand the share of Tunisian exports to France
rose from 50.7 per cent of total exports in 1959 to
52.2 per cent in 1960. The share of imports from the
EEC countries, outside France, rose from 9.6 per
cent in 1959 to 12.6 per cent in 1960 while the share
of exports to those countries fell from 22.2 per cent

to 14.6 per cent. Trade with the Dollar Area and also
with other African countries is small and growing
rather slowly, while trade with the socialist countries
is insignificant, The share of exports to the UK rose
significantly in 1960, In the first ten months of 1960
exports to the UK amounted to $ 12.6 million com-
pared with $§ 9.2 million in the same period of 1959
and $ 12.0 million in the whole of that year. The
greatest increase was in exports of esparto grass
which rose from $ 2.0 million in the 1959 period
to 4.2 million in the same period of 1960. Tunisia
thus displaced Algeria as the largest supplier of
esparto to the UK. The share of imports from the
UK declined from 4.9 per cent of tctal imports in
1959 tor 3.8 per cent in 1960.

TABLE A, IL 11

Tunisia: Imports by Categories 1959 - 1960
In thousand US §

1959 1960 % change
Commodity* (SITCO) Value % of total Value 9 of total 1959/60
Food, Beverages & Tobacco 0.5 30,803 20.1 37.295 19.6 +21.1
Basic Materials & Mineral Fuels (2,34) 22,836 14.7 25,334 13.3 +10.9
Textiles (5) 11,791 77 13,58¢ 7.1 +15.2
Chemicals (65 22,058 144 24,087 12.6 ‘ +12.5
Machinery & Transport equipmznt  (7) 27.436 17.9 43,116 226 +57.1
Other Manufactures (6,8) 37.942 24.8 47,286 24.8 +24.6
Total {0-9 152,866  100.0 190,711 1000 +24.8

Source: Bulletin de Statistique et d’étude Economique

Source: Bulletin de Statistique et d’etude Economique Nouvelle Serie No. 12, octobre - decembre 1960,

Ligya: The most striking feature of Libya’s ex-
ternal trade has been the persistent and growing
trade deficit evident since 1949. This development
was accelerated with the beginning of oil prospecting
in 1956 and was intensified with the striking of large
oil deposits in 1959. By September 1960 the trade
deficit had soared to $ 114.5 million from the re-
latively modest figure of § 8.4 million for the whole
of 1949. The underlying cause of the persistent deficit
is attributable to the characteristic high import pro-
pensity of the Libyan economy, coupled with a much
lower level of exports. Even when the large direct
imports of the oil companies are excluded, it is still
evident that the growth of Libyan imports and the
worsening trade deficit have proceeded at a rapid
rate in recent years. So far the large trade deficits
have been more than offset by bilateral economic
aid and by the net invisible income accruing from
the local expenditures of the oil companies which in
1959 enabled foreign exchange reserves to rise by
$ 5.3 million above the 1950 level of $ 30.5 million.
In 1959 imports, excluding the direct imports of the
oil companies, amounted to $ 78.4 million with ex-
ports totalling only $ 8.4 million. While final trade
figures for 1960 are not yet available, preliminary

figures suggest that imports are likely to exceed
$ 140 million. On the other hand, owing to the
droughts in 1959 and early 1960, there is little likeli-
hood that total exports for 1960 will exceed the
1959 level by any significant margin, if at all. How-
ever, with the completion of oil pipelines in 1962 the
export figures should show considerable improve-
ment in 1963. Even disregarding the export possibili
ties of mineral oils, Libyan trade can improve on its
performance by the development of the. major ex-
isting resources of agriculture, fisheries and tourism,i®
such development being necessary to ensure a baldnc-
ed economy.

The increase in imports in 1960, as in 1959, was
a reflection not only of increased impo»rts of machin-
ery and equipment by the oil companies but also of
increased imports of food and other consumer goods,
as well as manufactures, household durables, building
materials and motor vehicles. Imports of food have
been particularly influenced by the 1959/60 droughts,
and their effect will no doubt be felt again in the
import figures for 1961. Exports were particularly

18 Barclay's Bank Overseas Survey, 1961,
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AL 12

NIGERIA: Major Exports by Commodities 1959 - 1960
in thousand US Dollars

1959 1960 % Change
Commodity Value % of total Value o, of total 1959/60

Cocoa beans 107,209 23.8 98.159 21.8 — 84
Groundnuts 76,922 17.1 61,475 13.6 —20.1
Palm Kernels 72,719 16.2 70.238 15.6 - 3.4
Palm Qil 38,662 8.6 36,907 8.2 — 45
Natural rubber and gum 32,494 7.2 39911 89 +22.7
Cotton 20.443 45 16,548 3.7 —19.1
Timber, logs and sawn 16,965 3.8 16,700 44 +16.1
Groundnut oil 12,958 2.9 14,830 3.3 +14.4
Hides and skins, undressed 11.864 2.6 12,656 2.8 + 6.7
Tin Ore and concentrates 11.802 2.6 16.925 38 +43.4
Petroleum {(crude and

semi-refined) 7,566 1.7 12.342 1.5 +63.1
Bananas and plantains 7.302 1.6 7,296 1.6 -
Groundnut cake 4.735 1.1 4,360 1.1 — 7.9
Beniseed 3,240 0.7 5,132 1.1 +58.4
Columbite 3,150 0.7 5,939 1.3 +88.5
Cotton seed 2,517 0.6 2,909 0.6 +15.6
Coffee 1,814 0.4 2,750 0.6 +51.6
All others 17,377 39 22,545 5.0 +12.9
Total of national exports 449,739 100.0 450,531 100.0 + 02

Source:

affected by the droughts, with the result that ship-
ment of groundnuts, the leading export commodity,
were virtyally at the same level of 9,500 tons in
1959 as in 1958. Owing to reduced sowings in 1960
only 6,000 tons were exported. Shipments of camels,
cattle, sheep and goats were at a reduced level, while
exports of olive oil were discontinued because the
domestic output of 2,000 tons was insufficient even
to meet local consumption requirements. In fact re-
strictions on the importation of olive oil were re-
moved in 1960 to encourage imports for domestic
consumption.

The United Kingdom and Italy continue to bhe
Lybia’s main suppliers, although since 1957 the EEC
countries, outside Italy, have been increasing their
exports to Libya, while Italy and the UAR (Egypt)
have been losing ground relatively. In the first six
months of 1960 about 21 per cent of Libyan im-
ports originated in the UK, 20 per cent from Italy,
19 per cent from the US, 11 per cent from West-
ern Germany, 8 per cent from France and 4 per
cent from the Netherlands. During the same period
Ttaly took 40 per cent of Libyan exports; followed
by UAR (Egypt) with 15 per cent, and the Nether-
lands with 10 per cent. Nine per cent of the total
value of exports went to Malta, 8 per cent to UK.
and 4 per cent to the USSR!Y — an increase of
2 per cent above the 1959 share.

18 Tripoli Mirror, 1 October 1961,

UN Yearbook of International Trade Statistics, 1959. Nigeria Trade Summary, December 1960.

(i) WEST AFRICA

NIGER1A. Nigeria’s total trade in 1960 amounted
to § 1,053 million compared with $ 952 million in
1959. Both exports and imports were at a high level.
but exports increased only slightly while imports
rose by about $ 100 million. Nigerian exports fared
less badly in 1960 compared with the export per-
formance of some other African primary producers
because of its widely diversified export structure -
no single commodity represented more than 21.8
per cent of total exports in 1960. As in the case of
Ghana the high level of imports has resulted in the
impositicn of higher import duties on a wide range
of products. While the nature of these duties are
mainly revenue and intended to curb imports they
also contain a protective element since the greatest
increase are incident on goods which are produced
or about to be produced locally.

Almost all the important agricultural primary
products showed a decline in export value in 1960
compared with 1959, Thus cocoa, groundnuts, palm
products and coton all declined in value terms in
1960. However exports of timber and natural rubber
together increased in value by 12.0 per cent. In some
cases the decline in value would have been much
greater but for the greatly increased volumes ex-
ported. During the first half of 1960 cocoa exports
increased by 5.2 per cent in volume while proceeds
during the same period fell from $ 69.5 million to
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$ 58.8 million — a decline of 154 per cent. By the
end of the year cocoa exports amounted to § 98.0
million, equivalent to a decline of 8.4 per cent over
the 1959 export figure. Although exports of palm
products have been doing well since 1957, the rising
trend in these exports was checked in 1960. The
value of these exports rose from $ 88.7 million in
1957, to $ 92.6 million in 1958 and to § 111.4 million
in 1959. Total exports of palm products in 1960 de-
clined in value by 4 per cent — from $ 111.4 million
in 1959 to $ 107.1 million. A part of the decline in
tonnage exported is undoubtedly due to increasing
internal consumption of palm oil and some further
decline in physical exports may be expected until
measures to increase production begin to make
themselves felt, Exports of groundnuts declined from
$ 77.0 million in 1959 to § 61.4 million in 1960 —
a 20.1 per cent decline in value terms: but ground-
nut oil and cake exports increased by 11.0 per cent
from § 17.7 to $ 19.6 million, ,

Other exports including hides and skins, beni-
sezd, cotton seed and coffe all registered substantial
increases as compared with 1959. However, the most
important increases in 1960 were registered in ex-
ports of mineral ores and fuels. Tin, the leading
mineral export of Nigeria, reached its high water
mark in 1957 when output totalled 9,766 metric tons
and exports amounted to $§ 19.7 million. Exports fell
in 1958 but rose again from $ 11.8 million in 1959
to $ 16.9 million in 1960. This increase of 43.4 per
cent in tin exports was, in part, made possible by
the temporary suspension of the limited terms of
the International Tin Agreement to permit producer
countries, like Nigeria, to expand exports to meet
world demand. Future advances in the exports of
this commodity would therefore seem to depend, in
a large measure, on the decisions of the International
Tin Council.®® Petroleum, of all the minerals, has
registered the greatest development since oil was dis-
covered in commercial quantities and exports began
in 1958. In that year nearly 250.000 metric tons of
petrolzum were exported. Exports rose to 540.000
tons in 1959 and to 860,000 tons in 1960. Export
proceeds correspondingly rose from § 2.7 million in
1958 to $ 7.6 million in 1959 and to $ 12.3 million
in 1960. The prospects for petroleum are good and
when the $ 34 million refinery at Port Harcourt
{capacity 1 million tons of crude oil annually) comes
into production Nigeria will be wholly self-sufficient
in refined products and will be able to change over
more quickly from coal to oil as the primary source
of energy.

Coal is the most important of other mineral ex-
ports like iron ore. columbite, lead. casserite and
limestone. Coal production reached a peak of 940,000
metric tons in 1958, but output fell to 750,000 tons
in 1959 and to 570,000 tons in 1960. This decline is
to a large extent the result of the growing petroleum
industry and also the falling off in demand from Af-

20 Chemical Bank of New York International Economic
Survey, June 1961, p. 7.

rican customers, particularly Ghana whose railways
»»»»» - a great consumer of Nigerian coal — have been
switching over to diesel locomotives.

In 1959 as in 1960 the leading Nigerian imports
ranged in order of importance as follows: manufact-
ures; machinery and transport equipment; textiles;
food, beverages and tobacco; basic materials and mi-
neral fuels and chemicals. All categories of imports
showed an increase in 1960 compared with 1959.
Textile imports registered the greatest increase in va-
lue terms in 1960 (35.4 per cent) rising from § 84.9
million in 1959 to $ 115 million in 1960. Chemicals
came next with an increase of 21.0 per cent follow-
ed by other manufactures (19.8 per cent), machinery
and transport equipment (17.8 per cent) food bever-
ages and tobacco (12.9 per cent); basic materials and
mineral fuels (8.4 per cent). The most important
import group was that of capital equipment which
continued to develop strongly in consonance with the
country’s development. The large increase in imports
of transport equipment may be partly accounted for
by imports of cars for the independence celebrations
in October 1960. Indications are that imports of ca-
pital equipment will continue to grow in the fore-
seeable future. Food, beverages and tobacco have de-
clined slightly in importance from 14.8 per cent of
total imports to 14.0 per cent. This is probably due
to increasing import substitution by locally produced
beer and tobacco and alse some processed foods.
The category “basic materials and mineral fuels”
also declined slightly in importance in 1960 from
7.0 per cent of total imports to 6.3 per cent.

Nigeria. like many of the other rapidly develop-
ing African countries has been experiencing an ad-
verse balance in its visible trade in recent years and
this trend is likely to continue. From 1950 to 1954
Nigeria enjoyed a favourable balance in its visible
trade. This process was reversed in 1955 and in 1958
the trade deficit amounted to $ 87.0 million. It fell
to § 44.2 million in 1959 but rose sharply to $ 134.0
million in 1960. Indeed, this reversal is to be expect-
ed since with the intensification of the development
process there has been a corresponding rise in the
demand for imports, particularly of capital equip-
ment, while exports have risen but at a slower rate.
In the process, deficits aggregating $ 396 million have
been incurred since 1955. However, the picture is not
as alarming as it may appear since large inflows of
foreign capital into Nigeria lessens the drain on ac-
cumulated reserves, and makes possible the financ-
ing of the high level of imports.

The balance on current account was also in sur-
plus up to 1954, and was reinforced by capital in-
flows. Since 1955 the current account has shown con-
sistent and rising deficits — $ 88.0 million in 1957,
$ 113.0 million in 1958. Capital inflows have also
risen steadily since 1955, but have not been enough
to offset the current deficits.”! On the evidence of a
growing visible trade deficit it is reasonable to sup-
pose that the balance of payments in 1960 has follow-
ed the pattern of recent years.
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The bulk of Nigerian trade in 1959, as in pre-
vious years, was with the Sterling Area, and with
the United Kingdom in particular, although this trade
has declined appreciably in the post-war period. In
1959 the UK took 50.6 per cent of the total value of
Nigeria’s exports (down from 55.4 per cent in 1958)
and supplied 45.7 per cent of its imports (up from
43.6 per cent in 1958). The corresponding figures for
1960 were 47.6 per cent and 42.5 per cent respective-
ly. The share of Nigerian exports going to EEC
countries rose from 31.0 per cent in 1958 to 34.0

per cent in 1959, and then fcll to 30.2 per cent in
1960. The Netherlands accounted for most of these
increases as a result of heavy imports of cocoa from
Nigeria. The figures for imports from EEC coun:
trics were 18.1 per cent in 1958, 18.4 per cent in
1959, and 19.6 per cent in 1960. Nigeria’s trade with
the Eastern Buropean countries and Mainland China
is insignificant and does not appear to be under-
going much change. Similarly trade with other Af-
rican countries was less than 1 per cent of total re-
corded trade in 1959. :

TABLE A. IL 13.

NIGERIA :

Imports by Categories 1959-1960

in thousand US Dollars

% Change

1959 1960 :

Commodity (SITC) Value % of total Value o of total 1959/60
Food, Beverages & Tobacco 0.1) 74,547 14.8 84,180 14.0 +12.9
Basic Materials & Mineral Fuels  (2.4,3) 34,969 7.0 37913 6.3 + 84
Chemicals &) 28,313 5.6 34,249 57 +21.0
Textiles (6,5) 84,949 16.9 115,018 19.1 +354
Machinery & Transport equipment D 122,792 244 144,592 24.0 +17.8
Other manufactures 6.8) 149,486 29.7 179,006 29.7 +19.8
Miscellaneous % 7,371 1.5 7.588 1.3 . + 22.9”
Total imports 0-9) 502,427 160.0 602,546 100.0 ; +19.9

Source: UN Yearbook of International Trade Statistics, 1959. Nigeria Trade Summary, Dec. 1960.

Ghana. The expansion of Ghana’s external trade prices. On the other hand the average price of im-

continued through 1960 when it was valued at $ 682.0
million as compared with $§ 632.0 million in 1959.
Imports sustained a much faster growth than exports
and rose from % 316.4 million in 1959 to § 362.0
million in 1960 — an increase of some 14.4 per cent.
In contrast expomts increased only by some 2 per
cent. from $ 316.0 million in 1959 to $ 320.0 million
in 1960. This development resulted in a trading def-
icit of $ 42.0 million in 1960. Since the end of the
war and until 1960, Ghana’s external trade has shown
continuous surpluses in the balance of visible trade,
excepting small deficits in 1956 and 1957. In view
of the present prospects for Ghana’s main export
and the flow of imports required for the country’s
ecconomic development plans, it is reasonable to ex-
pect recurrent deficits in Ghana’s external trade
balance in the foresecable future. This possibility
appears to have been recognized in the Budget of
July 1961, which introduced new tariff provisions®
in an attempt to curb unessential imports and also
to protect foreign exchange reserves which have
declined by about 50 per cent since 1957. As in
the case of many other primary producing countries
the increase in the value of Ghana’s exports during
1960 was achieved by a much larger increase in the
volume of its major exports in the face of declining

21 Op. cit. p. 11.
22 See Problems of Customs Administration in West Af-

rica in Part B., page ... of this Bulletin,

ports to Ghana remained stable during the period
under review, while the volume of imports rose
significantly. The comparative increase in the volume
of exports was 18 per cent over 1959 and the flgure
for imports was 15 per cent.?

In pursuit of the expansion of its external trade
Ghana concluded and/or ratified trade agreements
with the Federal Repbulic of Germany, the Soviet
Union and Czechoslovakia during 1960. Trade and
credit agreements were also concluded with Hungary,
Yugoslavia and Poland during the early part of
1961.2% An enlargement of the trade agreement with
the Soviet Union in 1961 provided, among other
things, for the export of 60,000 tons of cocoa to the
USSR over a five year period.

Most of the increase of § 4.6 million in the
total value of exports was accounted for by ex-
ports of logs which increased from $ 22.3 million
to $ 29 million in 1960. The volume of log exports
rose from 28.0 million cubic feet in 1959 to 28.9
million cubic feet in 1960. Exports of sawn timber
increased from $ 14.8 million to $ 15.3 million in
1960. Total timber exports in 1960 were thus up it
value by some 20 per cent over the 1959 figure.
The increased value of timber exports was the result
of a price rise since the volume exported in 1960

23 Ghana Economic Survey 1960 p. 83.
24 Economist Three-Monthly Economic - Review No, 34
June 1961, )
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TABLE A.1l. 14
GHaNa: Major Exports of Commodities 1959-1960
In thousand US §

‘ . l 95 9 1960 Percentage
Commodity Value Percent of Value Percent of change

Total Total 1959/60

Cocoa beans 192,562 61.0 186,015 58.1 - 34
Diamonds (uncut & unworked) 24,245 7.7 27.549 8.6 + 136
Timber: Logs 22,319 7.1 29,170 9.1 + 307
- Sawn 14,860 4.7 15,347 4.8 + 33
Manganese & Concentrates 18,978 6.0 14,493 4.5 — 236
Bauxite & Concentrates 1,025 0.3 1,540 0.5 + 50.2
Copra 574 0.2 532 0.2 — 13
Palm Kernels 325 0.1 384 0.1 + 182
Other Commodities 9,458 3.0 14,266 4.5 + 50.8
Gold 31,360 9.9 31,049 9.7 — 1.0
Total 315,706 100.0 320,345 100.0 + 1.5

Source: Monthly Accounts Relating to External Trade of Ghana, December, 1959 & 1960.

showed only a moderate increase over 1959. Diamond
exports rose by $ 3.3 million to $ 27.5 million in
1960 -and were 175,000 carats higher than in the
previous year. Improved demand for diamonds re-
flected difficult supply conditions in the Republic
of the Congo (Leopoldville), the world’s major pro-
ducer of industrial diamonds. Bauxite exports were
up both in volume and value and represented a
mere (.3 per cent of total exponts; but exports of
manganese, while showing a slight increase in volume
actually declined in value, Gold exports were station-
ary both in value and volume terms.

Cocoa, which accounted for 58.0 per cent of the
value of total exports, increased in volume by about
21 per cent, but owing to a fall of about 20 per cent
in the average price, total export receipts for this
commodity fell by 3.4 per cent. Cocoa prices have
been steadily declining in recent years owing to a
continued discrepancy between the growth of produc-
tion and the growth of consumption. This downward
trend in cocoa prices has been a matter of great
concern to producers and an attempt is being made
to establish an international quota agreement on the
lines of the agreement now in operation for sugar.
It would appear, however, that the problem at
present facing the cocoa industry is one of a steady
downward trend in prices resulting from the excess
of production over consumption. If this proves to be
a real long term problem, then a quota agreement
may not be the complete solution. The increase in
Ghana exports for the year 1960 also included a
$ 2.8 million increase in re-exports of miscellaneous
manufactured products, mainly to the Ivory Coast?’

Almost all import groups showed an increase in
1960, but the greatest increase was in the category of

25 With the new Ghana tariff, which is generally higher
for some goods than in neighbouring countries, this trade
will tend to move in a reverse direction.

machinery and transport equipment, which rose by
31.7 percent in value and 53 per cent in volume terms.
The major increases within this category were in
imports of non-electrical machinery and appliances,
which more than doubled in value; and motor vehic-
Ies, rolling stock and agricultural machinery, which
increased nearly six times. This category dominates
all others in terms of value and reflects the accentua-
tion of a trend noticeable since 1958 when its share
in the total value of imports was only 18.0 per cent.
In 1959 this category was second in importance with
a share of 23 per cent. In 1960 it led the field with
a share of 26.1 per cent and indications are that it
will maintain its lead in the import package, in con-
sonance with the country’s development plans. Next
in importance was the category ‘other manufactures’,
which registered an increase of 11.2 per cent and re-
presented 25.3 per cent of total imports. Food, be-
verages and tobacco were third in importance with
a share of 19.2 per cent of the total value of imports
and showed an increase of 6.0 per cent over 1959. In
this category ‘beverages and tobacco’ actually dec-
lined both in volume and value terms due to a sign-
ificant degree of import substitution, particularly of
unmanufactured tobacco. Food imports increased
much more in volume terms owing to a lower aver-
age price and was spread over almost all commodi-
ties, except those few which are produced locally on
a substantial scale. Ghana’s dependence on food im-
ports, like that of some other African countries, will
continue until a substantial degree of agricultural
diversification and processing is achieved to enable
wider import substitution.?

The decline in the share of textiles in the total
value of imports was a small one although imports in
this category actually increased by some 10.2 per cent.

26 See Economic Bulletin for Africa, Vol. I No. 1.
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Within the category of mineral fuels, imports of gas
oil continued to increase as a substitute for coal
which decreased in import value from $ 1.1 million to
$ 0.6 million. Gas oil imports imcreased from $ 4
million to $ 5.5 million. On the whole there was a
general trend fowards an increase in the imports of
both capital and consumption goods, but it is also
clear that there was some reduction of imports due
to import substitution.

Ghana’s external trade with the Sterling Area
continues to be the most important, although the
Area’s share of Ghana’s trade has been declining in
recent years. The share of imports from the Sterling
Area fell from 46.6 per cent in 1959 to 41.7 per cent
in 1960, while exports to-the Area rose only slightly
from 34.8 per cent of total exports in 1959 to 36.0
per cent in 1960. During the period under review the
United Kingdom remained Ghana’s most important
trading partner, with a share of some 40.0 per cent
of total Ghana trade in 1959 and 34.0 per cent in
1960. The EEC countries constitute the second most
important trading partner of Ghana. In 1959 this
group supplied 22.3 per cent of Ghana’s imports
and bought 37.8 per cent of its exports. In 1960
imports from the group rose by 3.3 per cent while
exports to them fell by 2.7 per cent. In absolute terms
the share of imports from EEC countries increased

quite considerably, rising from $ 60.6 million to $
92.7 million in 1960. while exports declined by $ 2.1
million. The share of the Dollar Area fell slightly in
1960 for both imports and exports, the sharper de-
crease in the share of exports being the result of the
decrease in the purchase of cocoa by the US.A.

Trade with African countries registered a sign-
ificant increase, the share of imports from these
countries increasing by 10 per cent amd exports to
them by 75 per cent. Owing to the ban imposed in
the second half of 1960 on trade with South Africa,
formerly Ghana’s most important supplier of manu-
factures in Africa, imports from the Union declined
considerably. Apart from the Union, Upper Volta.
Togo, Ivory Coast and Nigeria maintained their posi-
tion as Ghana’s most important African trading
partners.

The most significant development in the direc-
tion of Ghana’s external trade in 1960 was the in-
creasing trading relations with the centrally planned
sconomies of Eastern Europe and Mainland China.
Imports from these countries increased by 47 per
cent while exports to them nearly trebled. Admitted-
ly the share of these countries in Ghana’s trade is
still quite small (5.2 per cent in 1959; 11.0 per cent
in 1960), but there is every indication that this trade
will grow in importance.?’

TABLE A. 1I. 15,

GHANA: Imports by Categories 1959-160.
in thousand US Dollars
SITC 1959 1960 1959/60
Category Section/ Value Percent Value Percent Percent-
Division of Total of Total  ageChange
Food, beverages & tobacco 0.1 65,479 207 69,418 19.2 + 6.0
Basic Materials & Mineral Fuels 2,34 19.099 6.0 20,590 57 + 7.3
Chemicals : 5 25,162 8.0 25.815 7.1 + 26
Textiles 65 50,026 15.8 55,152 15.2 +10.2
Machinery & Transport equipment 7 71,696 227 94,406 26.1 +31.7
Other Manufactures . - - 6,8 80,472 254 91,662 25.3 +13.9
Miscellaneous : 9 4,528 1.4 5.037 14 +11.2
Total ‘ 09 316.462 100.0 362.080 100.0 +14.4

Source: Monthly Accounts Relating to the External Trade of Ghana, December 1959 and 1960.

Ivory Coast. Exports from the Ivory Coast in 1960
increased by 10.3 per cent in value terms and 41.6
per cent in volume terms compared with 1959. Thus
the decline in world prices for most agricultural pro-
ducts in 1960 led to'a considerable slowing down of
the expansion in the value of Ivory Coast exports.
Exports oustide the former French West African
countries were one million tons valued at $ 151.2
million as against 0.7 million tons and $ 137.0 mill-
ion in 1959. The rise in the volume of exports by
41.6 per cent was mainly accounted for by an in-
crease in timber exports of 0.2 million tons while the

increase in value by 10.3 per cent was spread over
many products. Coffee exports, which accounted for
about 50 per cent of total exports, increased from
112,505 tons ($ 64.8 million) in 1959 to 147.488
tons ($ 75.7 million) in 1960. While the difficulties
of finding markets were less than in previous years,
prices, nevertheless, remained weak during 1960.
Shipments of coffee increased by 35.000 tons and the
value of coffee exports increased by $ 10.9 million.
Cocoa exports in 1960 remained stationary at 63,000

27 See p. A22, para 2.
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TABLE A. 11 6.

iVORY COAST:

Majir Exports by Commodities 1959-1960

in thousand US Dollars

1959 1960 % Change

Commodity Value % of Total Value of of Total 1959/60
Coffee, raw 64,836 47.3 75,673 50.1 +16.7
Cocoa beans 42,997 314 35,317 234 —-11.1
Timber 16.342 11.9 25,708 17.0 +57.3
Bananas 4,335 3.2 5,157 34 +19.0
Palm Kernels & Palmiste 1,993 1.5 2,358 1.6 +18.3
Diamonds 1,515 1.1 1,385 0.9 — 8.6
Palm oil 361 0.3 421 0.3 +16.6
Others 4,630 34 5,197 34 +13.1;
Total 137,009 100.0 151,220 100.0 +10.3

Source: Bulletin Mensuel de la Statistique d’outre-mer, September 1960,

tons but fell in value by $ 7.7 million to $ 35.3 mill-
ion. Coffee and cocoa still constitute the bulk of
Ivory Coast exports, accounting for 73.5 per cent of
total exports. However, the relative share of cocoa is
declining while that of coffee showed only a moderate
increase in 1960. On the other hand timber exports
have been .teadily increasing and represented 17.0
per cent of total exports in 1960 (1951 — 8§ per
cent; 1958 — 10.6 per cent; 1959 — 12.0 per cent).
Timber shipments in 1960 were 655,000 tons ($ 25.7
million) compared with 444.000 tons in 1959 (§ 16.3
million) — increases of 47.4 per cent and 57.3 per
cent in volume and value terms respectively. World
prices are likely to remain high and exports prospects
are good. In January 1961 timber exports were 22,000
tons higher than in the same month in 1960, Al-
though exports of bananas rose from 54,000 tons in
1959 to 73,000 tons in 1960 the fall in prices led to
an increase in value of only $ 0.8 million to § 5.2
million. Prices are likely to decline further with com-
petition in export markets becoming keener as pro-
duction begins to outrun demand. Exports of palm
products rose 18 per cent but are still of little re-
lative importance, accounting, as they did, for only
1.9 per cent of total exports in 1960.

Imports (excluding those from former French
West Africa) increased 2.1 per cent in volume and
4.7 per cent in value terms and totalled 570,000 tons
($ 120.0 million} in comparison with the 559,000
tons ($ 115.0 million) in 1959. Food imports declined
slightly in 1960, but imports of basic materials and
mineral fuels fell by 5 per cent. Textiles imports
iucreased by 9.7 per cent from $ 15.3 million in
1959 to $ 16.8 million in 1960. Machinery and trans-
port equipment declined marginally by 0.6 per cent
in 1960. Imports of other manufactures increased by
11.8 per cent and represented 28.8 per cent of the
total value of imports in 1960.

The direction .of Ivory Coast’s trade remained
almost the same in 1960 as in 1959. The share of
exports to France, the Ivory Coast’s most important

trading partner, in total exports fell slightly to 61.4
per cent in 1960 (61.8 per cent in 1959) but its share
in total imports continued to rise from 65.0 per cent
in 1958 to 67.1 per cent in 1959 and 72.0 per cent
in 1960. Over the same period the share of imports
from other EEC countries has declined from 13.3
per cent in 1958 to 8.4 per cent in 1960, while their
share of exports have been increasing steadily. The
share to other members of the Franc Area has fallen
quite steeply from 12.6 per cent in 1957 to 2.2 per
cent in 1960, while their share of imports fell more
gently from 4.0 per cent in 1959 to 3.3 per cent in
1660 (1959 — 6.0 per cent). The US shares in both
exports and imports have changed only relatively
slightly since 1958. Trade with Africa was confined
mainly to the countries of the former French West
Africa where it amounted to $ 17.1 million or some-
what over 6 per cent of the total trade with all
countries outside the former French West Africa.”8
Of this total exports accounted for $§ 6.0 million and
imports totalled $ 11.1 million.

The excess of exports over imports was 40
per cent higher than in 1959 having risen from § 22.3
million in 1959 to $ 31.3 million in 1960. The Ivory
Coast, registered surplus balances in its visible trade
with the Franc Area, — excluding former French
West Africa — (3 6.1 million), the Dollar Area ($ 16.5
million) and a surplus of $ 11.9 million with other
countries, excluding those of the Sterling Area. Trade
Trade with the Sterling Area — as has been the
frend since 1957 — was again in deficit in 1960 to
the tune of $ 3.2 million although the 1960 deficit
was considerably smaller than in 1958 ($ 5.4 million)
and 1959 (§ 7.2 million). The trade balance with the
countries of the former French West Africa was in
deficit in 1960 as in 1959, but in the former year
the deficit was a little smaller — ($ 5.2 million as
compared with § 5.5 million in 1959).

28 Bulletin Mensuel, Chambre de Commerce de la Repu-
bligue de Cote d’Ivoire, No. 5, March 1961.
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TABLE A. II. 17

IVORY COAST: Imports by Categories 1959-1960
in thousand US Dollars

1959 1960 % Change
Commodity® (SITC) Value %% of Total Value o of Total 1959/60
Food, Beverages & Tobacco 0,1) 21,482 18.7 20,377 17.0 - 5.1
Basic Materials & Mineral Fuels  (24.,3) 8.385 7.3 7,972 6.6 — 49
Chemicals (5) 6,425 5.6 7,648 6.4 +19.0
Textiles (65) 15,289 13.3 16,767 14.0 + 9.7
Machinery & Transport equipment ) 32,019 28.1 31,817 26.5 + 0.6
Other Manufactures 6.8) 30,871 26.9 34,502 28.8 +11.8
Miscellaneous ) 120 0.1 871 0.7 —
Total (0-9) 114,592 100.0 119.954 100.0 + 4.7

a Commodity classifications are approximate.

Source: Bulletin Mensuel de Statistique de la Cote d’lvoire, February 1961.

CAMEROUN, Cameroun’s total exports amounted
to $ 97.0 million in 1960 as against $ 108.4 million
in 1959. Almost all items showed a decline in 1960
but the 10.5 per cent decrease in the value of ex-
ports was due muainly to the decline in the proceeds
from cocoa and coffee exports. Owing to falling
prices cocoa exports declined in value by $5.0 million
(140 per cent) in 1960 in spite of an increase in
volume by 5,400 tons. Coffee exports fell less heavily
in value but were down by 8.0 per cent from the
1959 level. Bananas, which have been severely hit by
the effects of political unrest, showed the greatest
decline .in export value from $ 3.8 million (58,000
tons) in 1959, to $ 2.4 million (36,000 tons) in 1960.
Exports of palm products fell by 39.0 per cent in
value terms, but these commodities are of relatively

little importance in the export picture. Exports of
aluminium rose from $ 16.8 million in 1959 10 § 17.8
million in 1960, and exports of timber, lumber and
cocoa butter also registered moderate increases.
The total value of imports increased slightly in
1960 and the trade surplus fell from $ 26.8 million
in 1959 to $ 12.6 million in 1960. Imports of food,
beverages and tobacco, which continue to run at a
relatively high level, fell slightly, but basic materials
and mineral fuels increased considerably (40.7 per
cent) as well as imports of manufactures (32.9 per
cent). Chemical imports showed the greatest decline
with a drop of 61.3 per cent in 1960. Imports of
miscellaneous items decreased by § 6.6 million.
Trade with the EEC group of countries is the
most important. Exports to this group of countries

TABLE A.1l. 18

CaMEROUN: Major Exports by Commodities 1959 - 1960
In thousand US Dollars

1959 1969 % change

Commodity Value 9% of total Value 9% oftotal  1959/60
Cocoa bean 37,968 35.0 32,837 33.8 —13.5
Coffee beans 20,285 187 18,671 19.2 — 80
Cotton, raw 4,353 4.0 4,241 4.4 — 26
Bananas, fresh 3,784 3.5 2,378 2.5 —-372
Palm kernels 3,618 33 2,171 2.2 —40.0
Palm oil 158 0.1 128 0.1 —19.0
Rubber, crude 2,636 2.4 2,568 2.6 — 2.6
Groundnuts, shelled 839 0.8 547 0.6 —34.8
Tobacco in leaves 856 0.8 531 0.5 —38.0
Wood, round and squared 3,357 31 3,763 39 +12.1
Wood in planks 928 0.9 729 0.8 —21.4
Aluminium 16,799 15.5 17.833 18.4 + 6.2
Cocoa, butter, fat & oil 3,532 3.3 2,706 2.8 —234
Hides, raw 386 04 446 0.5 +15.5
Other 8,933 8.2 7477 7.7 —16.3
Total 108,432  100.0 97,026 100.0 —10.5

Source: Bulletin de la Statistique Generale, Sept. 1960 and Jan. 1961.
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represented 77.9 per cent and 75.1 per cent of the
total value of exports in 1958 and 1959 respectively,
and imports from these countries were 70.9 per cent
and 70.3 per cent of total imports. In 1960 the EEC
countries accounted for a slightly less proportion of
exports from and imports to Cameroun. France con-
tinues to be the most important trading partner of
Cameroun, supplying 62.6 per cent and 60.9 per cent
of imports in 1958 and 1959 respectively, and taking
62.5 per cent and 53.0 per cent of exports for the
same years respectively. The share of trade with the

Sterling and Dollar Areas is small but exports to
the latter increased sharptly between 1958 and 1959.
On the other hand trade with the USSR declined
sharply from 1958 to 1960. exports to that country
declining from 8,000 tons (7.1 million US $) in 1958
to 375 tons (§ 0.2 million) in 1960, while imports
from the Soviet Union were negligible. Trade with
African countries accounted for 6.5 per cent and 8.2
per cent of total imports in 1958 and 1959 respect-
ively and 6.0 per cent and 6.4 per cent of total ex-
ports for the same periods.

TABLE AIlL19

CamrroUN: Imports by Categories 1959-1960
In thousand US Dollars

' (SITC) Value % of total Value 9% of total 1959/60
Commodity? 1959 1960 % change

Food, Beverages & Tobacco 0.1) 16,429 20.1 15,147 - 179 - 7.8
Basic Materials & Mineral Fuels 2.3.4) 7.962 9.8 11,205 13.3 +40.7
Chemicals %) 11.351 13.9 4,354 52 —61.3
Textiles (65) 7.094 87 . 7.949 9.4 +12.1
Machinery & Transport equipment (7 15,276 18.7 15,546 184 + 1.8
Other Manufactures 6.8) 22375 274 29,729 35.2 +32.9
Miscellaneous ) 1,154 14 491 0.6 —57.5

_ Total 0-9) 81,641 1000 84,461  100.0 + 3.5

a Commodity classifications are approximate.
- Source:

GUINEA. Guinea’s external trade in 1960 in-
creased by about § 162 million as compared with
1959. In the latter year Guinean exports amounted
to only $ 28.8 million while imports were more
than 100 per cent higher than exports at $ 62.0 mil-
lion, resulting in a trade deficit of $ 33.1 million.
In 1960; owing to an increase of almost 100 per cent
in the value of exports ($ 55.1 million) and a decline
in imports to $ 49.9 million, there was a trade sur-
plus of § 5.2 million. The improvement in exports
was acounted for mainly by increases in the export
of iron ore and bauxite. Exports of iron ore rose
sharply from 189,000 tons in 1959 to 727,000 tons
in 1960. Almost all exports of iron ore, except the
17,000 tons exported to Eastern Germany, went to
countries outside Eastern Europe and Mainland
China. Bauxite exports totalled 700,000 tons valued
at $ 4.6 million compared with 300.000 tons valued
at $§ 1.8 million in 1959. Guinea also exported
171.000 tons of alumina to the following countries:
France: (60,000 tons), Cameroun (54,000 tons), Nor-
way (37,000 tons) and Canada (20,000 tons).

- The decline in imports in 1960 was the result
partly of the tapering off of imports of machinery
and construction materials required for the FRIA
projects, and partly the result of the difficulties ex-
perienced in the operation of the state trading
agencies.- However, in view of the many develop-
ment projects envisaged in the government’s plans

Bulletin de la Statistique Générale, Sept. 1960 and Jan. 1961.

it is expected that imports will resume their up-
ward trend.

The shift of Guinean trade away from the Franc
Area to Eastern Europe and Mainland China,?® which
began in 1958/59, was intensified in 1960. Accord-
ing to the latest Guinean figures’® Eastern Europe
and Mainland China acounted for 44.2 per cent of
Guinea’s imports and 22.9 per cent of exports in 1960
(9.3 per cent and 16.2 per cent in 1959). The Franc
Area accounted for 37.4 per cent of imports and 40.8
per cent of exports (73.7 per cent and 51.4 per cent
in 1959). Czechoslovakia was the largest Eastern
European supplier of Guinean imports with § 9.0
million out of Eastern Europe’s total of 22.0 million,
followed by the USSR ($ 5.2 million), and Eastern
Germany ($ 3.5 million). Mainland China’s exports
to Guinea amounted to only $ 0.6 million. Guinean
exports to this group of countries amounted to § 12.6
million, with the USSR taking the greatest share
(3 3.9 million), followed by Eastern Germany (§ 3.8
million), Czechoslovakia and Poland.

The shift of Guinea’s trade to Eastern Europe is
hardly surprising since it is buttressed by a series of
trade agreements with that part of the world, Ac-
cording to details on foreign aid released by the

29 See Economic Bulletin for Africa, Vol. I, No. 1, p. 29,
30 Economist Intelligence Unit Three-Monthly Economic
Review, No. 7, September, 1961,
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Government of Guinea at the end of 1960 long-term
trade agreements of varying duoration and amounting
to $ 105 million Have been negotiated with the

Eastern European countries and Mainland ChinaX!
Trade agreements have also been signed with Ghana,
UAR, Yugoslavia and West Germany.

TABLE A.IL.20

LiBer1a: Major Exports by Comodities, 1959-1960.
In thousand US Dollars

1959 1960 % change

Commodity Value 9% oftotal ~ Value % oftotal  1959/60
Natural rubber and gum 30,727 459 39,060 47.3 +27.1
Iron Ore and concentrates 28,249 42.2 34,642 41.9 +22.6
Palm Kernels 2,260 34 1,952 2.4 —13.6
Industrial diamonds 2,120 3.2 2,299 2.8 + 84
Coffee 644 1.0 539 0.7 —16.3
Cocoa 540 0.8 507 0.6 - 6.1
Piassava 187 03 369 0.4 +97.3
All others 2,165 3.2 3,241 3.9 +49.7
Total 66,892  100.0 82,609 100.0 +23.5

Source: Exports of Merchandise for Consumption by Commodity Groups, 1959 and 1960.

UN Yearbook of International Trade Statistics, 1959,

Liperia, Liberian exports increased considerably
in 1960 and were 23.5 per cent above the 1959 level
(from $ 66.9 million in 1959 to $ 82.6 million in
1960). Imports rose even faster by 61.2 per cent and
amounted to $ 69.8 million in 1960 compared with
$ 42.9 million in 1959. Thus although the surplus
on visible trade declined in 1960 it was still quite
substantial at § 13.4 million compared with $ 24.0
million in 1959 and $ 15.3 million in 1958. Exports
of rubber and iron ore, the major exports of Liberia,
registered the greatest increases in 1960 — 27.1 per
cent and 22.6 per cent respectively over the 1959
levels. 'Almost all the rubber exports went to the
United States while iron ore was exported mainly to
West Germany. In volume terms rubber exports
rose from 97.9 million pounds in 1959 to 106.7 mil-
lion pounds in 1960 and iron ore exports went up
from 2.7 million tons to 2.9 million tons. The value

of rubber exports in 1960 was $ 39.1 million com-
pared with $ 30.7 million in 1959 and that of iron
ore was $ 34.6 million compared with $ 28.2 million.
Exports of industrial diamonds were up 8.4 per cent
in value terms, but palm kernels, coffee and cocoa
all declined in value terms by 13.6 per cent, 16.3 per
cent and 6.1 per cent respectively.

All categories, except textiles, shared in the in-
crease in imports in 1960. As a result of the activities
of the large iron ore concerns in Liberia, imports of
machinery and transport equipment increased from
$ 10.4 million in 1959 to $ 23.3 million in 1960, and
of chemicals from $ 2.7 million to $ 4.7 million.
Imports of manufactures rose by 52.9 per cent from
$ 14.6 million in 1959 to $ 22.3 million in 1960.

31 Economist Intelligence Unit Three-Monthly Economic
Review No. 7, September, 1961,

TABLE A.1I. 21

LiBeria: Major Imports by Categories 1959-1960
In thousand US Dollars

1959 1960 % change

Commodity {SITC) Value 9% of total Value 9% of total 1959/60
Food, Beverages & Tobacco 0.1) 7.845 183 11,003 15.9 +40.3
Basic Materials & Mineral Fuels 24.3) 3,185 7.4 3,581 52 +124
Chemicals 5 2.684 6.3 4,715 6.8 +75.7
Textiles 65) 4,133 9.6 3,917 5.7 — 5.2
Machinery & Transport equipment ) 10,435 243 23.331 337 +123.6
Other Manufactures (6.8) 14,588 34.0 22,303 322 +52.9
Miscellaneous (¢)] 38 0.1 341 0.5 +797.4
Total (0-9) 42,909  100.0 69,190  100.0 +61.2

Source: Imports of Merchandise for Consumption by Commodity Groups 1959 and 1960. UN Yearbook of Inter-

national Trade Statistics, 1959,
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Food imports increased by 40.3 per cent in 1960 al-
though its share in total imports fell from 18.3 per
cent in 1959 to 15.9 per cent in 1960. Indications are
that the high level of imports will be maintained in
subsequent years, particularly in the category of ma-
chinery and transport equipment.

Liberia’s trade is heavily oriented to the Dollar
Area and to the USA in particular. In 1958 nearly
74.0 per cent of the total value of exports went to the
Dollar Area and Liberia’s dollar imports in the
same year were 56.1 per cent of total imports. In
1959 the percentages were 63.8 per cent and 47.1 per
cent respectively. The decrease in Liberia’s trade with
the Dollar Area is explaind by the slight shift in
trade which went to the EEC countries and the
United Kingdom. Trade with the EEC group of
countries ranks next in importance to that with the
Dollar Area. In 1959 this group absorbed 27.7 per
cent of Liberian exports (21.8 per cent in 1958) and
supplied Liberia with 20.0 per cent of its imports
(21.9 per cent in 1958), Trade with the UK amounted
to 7.6 per cent exports (3.2 per cent in 1958) and
11.9 per cent of total imports (8.3 per cent in 1958)
in 1959. Trade with African countries is small and
consists mainly of imports which represented 2.6
per cent of total imports in 1959 (exports 0.2 per
cent). Trading relations with Eastern Europe and
Mainland China are practically non-existent.

(iii) South and East Africa

Etuioria: Ethiopian exports and imports con-
tinued to rise through 1960 in value terms, but while
the increase in the value of exports was much great-
er than the increase in the value of imports, the
level of imports in absolute terms was still higher
than that of exports. Consequently for the third year
in succession Ethiopia experienced a trade deficit in
1960. However, this deficit was slightly smaller than
that of 1959 owing to the good performance of the
export sector. The increase in the value of exports
was achieved by an 8.0 per cent increase in volume
of exports in 1960 in the face of a 2.0 per cent dec-
line in the unit value of exports. On the other hand
the unit value of imports remained stationary while
volume increased by 5.0 per cent. The 7.7 per cent
increase in the value of exports was spread over a
wide range of commodities. Coffee, the most import-
ant export commodity, increased by 6.8 per cent in
value terms and represented 554 per cent of the
value of exports in 1960 compared with 55.9 per cent
in 1959. Owing to the decline of coffee prices in 1960
the increase in the value of coffee exports reflected
a much greater increase in the volume of coffee ex-
ported. Exports of oilseeds, pulses, canned meat and
hides also contributed to the increase in exports in
1960.

TABLE A.1IL 22

Eruroria: Major Exports by Commodities 1959-1960
In thousand US Dollars

1959 1960 % change

Commodity Value 9% of total Value 9% oftotal 1959/69
Coffee 39,528 55.9 42,222 554 + 6.8
Skins: goats 3,570 5.0 1,649 22 ~353.8
Lentils 3,634 5.1 5,660 7.4 +55.8
Chat 3,067 4.3 2,835 3.7 -~ 7.6
Hides: undressed 3,531 5.0 3,080 4.0 —12.8
Skins: sheep 2.642 3.7 2,684 3.5 + 1.6
Horse beans 1,597 2.3 2,006 2.6 +25.6
Linseed 1,391 2.0 2,311 3.0 +66.1
Sesame and Noug 1,432 2.0 1,992 2.6 +39.1
Oil Cake 718 1.0 637 0.8 —11.3
Castor Seed 522 0.7 527 0.7 + 1.0
Groundnuts 420 0.6 562 0.7 +33.8
Bees Wax 471 0.7 620 0.8 +31.6
All others 8215 11.6 9,399 12.3 +31.6
Re-exports (1,377 — (1,339 — (+ 2.8
Total 70,738 100.0 76,184 100.0 + 7.7

Source: FEeonomic Review of Ethiopia, Vol. I, No. 4, August 1961.

The bulk of Ethiopian imports in 1960 consist-
ed of non-durable consumer goods which accounted
for 62.0 per cent of the total value of imports. The
increase in this category of imports was mainly the
result of unsually high imports of food grains follow-
ing crop failures in 1959 and 1960. Textile imports
increased in value by 14.5 per cent in spite of in-

3

creased local production of cotton piece goods. This
development was the result partly of a slight increase
in consumption and partly the result of a shift in de-
mand from cheaper to more expensive lines of tex-
tile imports. Imports of machinery and transport
equipment, although still at a high level, fell by 11.4
per cent in value terms in 1960 compared with 1959,
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although imports of basic materials and mineral fuels
and chemicals all increased in value in 1960.

The Dollar Area remains the most important
customer of Ethiopia. Exports to the Dollar Area
accounted for 44.0 per cent of total exports in 1958,
26.0 per cent in 1959 and 38.0 per cent in 1960. Im-
ports from the same Area were at a lower level and
represented 16.0 per cent, 10.0 per cent and 15.0 per
cent of total imports in 1958, 1959 and 1960 respect-
ively. On the other hand the EEC group of countries
is Ethiopia’s most important supplier, accounting for
32.0. per cent of total imports in 1938, 34.0 per cent

in 1959 and 31.0 per cent in 1960. Trade with the
UK is small and appears to be on the decline, while
trade with the Eastern European countries, although
at present on a small scale, is increasing. Trade with
the rest of Africa, which rose to 6.1 per cent of total
imports and 16.6 per cent of total exports in 1959,
dropped sharply in 1960 and accounted for only 2.3
per cent of total imports and 6.9 per cent of total
exports in the latter year. The drop in trade with
the rest of Africa was due largely to the reduction in
trade with Sudan following the Sudan’s switch to
Uganda as its main supplier of coffee.

TABLE A.11.23

Ersioria: Imports by Categories 1959-1960
In thousand US Dollars

; 1959 1960 9% change

B ‘Commodity? (SITC) Value % of total Value % of total 1959/ 60
Food, Beverages & Tobacco 0,1 8,452 104 8.742 16.2 + 34
Basic Materials & Mineral Fuels 2.4.3) 11,661 13.9 14,027 15.9 +20.3
Chemicals =~ (5} 3,804 4.5 4,754 54 +25.0
Textiles . (65) 17,953 214 20,550 23.3 +14.5
Machinery & Transport equipment )] 24,339 29.0 21,564 244 —11.4
Other Manufactures (6.8) 17,771 21.2 18.698 21.2 + 52
Total -9 83,980 100.0 88,335 1000 + 5.2

a Commodity classifications are approximate,
Source:

BriTisH East Arrica: Although political condi-
tions in British East Africa continued to be unsettled
total trade — excluding about $ 56.0 million worth

Ethiopian Economic Review Vol, I, No. 4, Agust 1961.

of inter-territorial trade -— and in particular imports,
was on the increase in 1960 as compared with 1959.
In Kenya exports rosc by 4.7 per cent from $ 107.5

TABLE A.11.24
BriTisH East AFrica: Major Exports by Commodities, 1959-1960

Million US §
; 1959 1960 % change
Commodity Value 9% of total Value % of total 1959/69

Kénya '

Coffee 29.7 27.6 28.8 25.6 - 4.3

Tea 10.1 9.4 12.3 10.9 +30.9

Sisal- 9.8 9.1 129 1.5 +41.8

Pyrethrum flowers & extract 6.2 58 8.4 7.5 +44.8

N Total (inc. Others) 107.5 100.0 120.1 100.0 - 0.7
Uganda.

Coffee 524 43.3 47.6 39.6 - 9.2

Cotton 432 35.7 417 347 — 3.5

Copper 7.8 6.4 104 8.7 +33.3

, thal (inc. Others) 121.0 100.0 120.1 100.0 - 0.7
Targanyika

Sisal 36.7 27.8 43.1 27.2 +17.3

Coffee 16.0 12.1 20.4 12.9 +27.5

Cotton 18.8 14.2 24.6 15.5 +30.9

Diamonds 12.6 9.5 13.2 8.3 + 48
. Hides and Skins 5.3 4.0 50 32 — 5.7
. Total (inc. Others) 1322 100.0 158.5 100.0 +19.9

‘Sources: Economist Intelligence Unit Three-Monthly Economic Review, Annual Supple-

- ment, July 1961.
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million in 1959 to $ 112.6 million in 1960, and im-
ports increased much faster from § 172.2 million to
$ 196.3 million. Re-exports, however, decreased sli-
gthly from $ 14.3 million in 1959 to § 14.0 million
in 1960. Similarly, exports from Tanganyika increas-
ed by 20.0 per cent and imports by 10.0 per cent —
re-exports were negligible. On the other hand Ugan-
da registered a slight decline of 0.7 per cent in the
total value of exports and a much smaller increase
in the value of imports in 1960 than was the case for
the other two territories of the group. The visible
trade balances of Uganda and Tanganyika were in
surplus in 1960 by $ 47.3 million and $ 52.6 million
respectively. In 1959 Uganda had a deficit of § 49.6
million and Tanganyika a surplus of § 35.6 million.
Kenya’s balance was in deficit by § 19.0 million
more than the deficit in 1959 which amounted
to $ 64.7 million. Coffee exports from the three
territories of British Fast Africa declined from $ 98.1
million in 1959 to $§ 96.8 million in 1960. Coffee ex-
ports from Kenya and Uganda declined in value whi-
le those from Tanganyika increased 27.5 per cent in
1960, The increase of 6.9 per cent in the value of
cotton exports from the area in 1960 was accounted
for by exports from Tanganyika which rose by 30.9
per cent, while exports from Uganda declined by 3.5
per cent. The increase in tea exports accrued mainly
to Kenya which enhanced its exports by 30.9 per cent
in 1960. Sisal exports also increased in value for each
of the two main exporters in the group — Kenya
and Tanganyika. Copper exports from Uganda was
up 33.3 per cent in value, while diamond exports
from Tanganyika rose slightly by $ 0.6 million. Meat

products from Kenya, which was about 5.2 per cent
of total exports in 1959 and 1960, declined by 7.2
per cent. Exports of hides and skins rose in value of
Kenya and Uganda but fell for Tanganyika.
Imports into British East Africa increased from
$ 340.2 million in 1959 to $ 374.9 million in 1960,
with all three territories sharing in the increase in
imports. Food imports into Kenya and Uganda dec-
lined significantly from 1959 to 1960, while similar
imports into Tanganyika stood at § 7.3 million for
1959 as well as 1960. Imports of manufactures were
up 19.6 per cent and 5.1 per cent for Kenya and
Tanganyika respectively while this category of im-
ports to Uganda were stationary at $ 26.6 million
in 1960. Imports of machinery and transport equip-
ment registered sharp increases for Kenya and Tan-
ganyika but showed only a moderate rise of 5.7 per
cent for Uganda. Tanganyika, whose exports are ri-
sing rapidly, appears to be strongest market for gen-
eral industrial and electrical machinery.
British East Africa’s trade with the UK is the most
important but it has been declining in terms of total
trade in recent years. In 1958 and 1959 imports from
the UK accounted for roughly 37.0 per cent of total
imports into British East Africa, Exports to the UK
were 25.8 per cent and 26.8 per cent respectively. In
1960 the share of exports to the UK in total exports
fell to 19.7 per cent and that of imports to 28.6 of
the total value of imports. On the other hand the
EEC countries have been improving their relative
share of the area’s exports and imports although
there has bezen some fluctuation with regard to the
component territories of the area.

TABLE A.11.25
Britisn EasT AFRICA: Major Imports by Selected Categories, 1959-1960

1959 1960 % change
Commodity Value % of total Value 9% of total  1959/69
Kenya
Food, Beverages & Tobacco 16.5 9.6 12.9 6.6 —23.6
Mineral Fuels 21.0 12.6 224 114 + 67
Manufactures 50.1 29.1 59.9 30.5 +19.6
Machinery & transport equip. 47.3 27.5 58.8 30.0 +24.3
Total (incl. Others) 1722 1000 1963  100.0 +14.0
Uganda
Food Beverages & Tobacco 3.6 5.0 31 4.3 —13.9
Mineral Fuels 59 8.3 5.9 8.1 —
Manufactures 26.6 373 26.6 36.5 —
Machinery & transport equip. 19.3 270 204 28.0 + 5.7
Total (incl. Others) 71.4 100.0 72.8 100.8 + 2.0
Tanganyika
Food, Beverages & Tobacco 7.3 7.6 7.3 6.9 e
Mineral Fuels 104 10.8 10.9 10.3 + 48
Manufactures 37.0 383 389 36.8 + 5.1
Machinery & transport equip. 25.5 26.4 30.5 28.8 +19.6
Total (incl. Others) 96.6 100.0 105.8 100.0 + 9.5

Sources: Economist Intelligence Unit Three-Monthly Economic Review, Annual Supple-

ment, July 1961,
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FEDERATION OF RHODESIA AND NYASALAND:
The value of exports from the Federation of Rhode-
sia and Nyasaland increased by 9.5 per cent in 1960
as compared with 1939, rising from $ 512.0 million
to § 560.3 million. Imports on the other hand in-
creased -by only 4.0 per cent. These movements led
to a higher surplus in the balance of visible trade
in 1960 than the 1959 balance — $ 120.1 million as
against § 91.3 million in 1959. The increase in ex-
ports in 1960 was largely due to a record volume of
copper exports coupled with a higher average price
for copper than in 1959. As in the previous year
copper and tobacco were the main exports from the

Federation and accounted for 60.0 per cent and 19.0
per cent respectively of total exports. The increase
in the value of copper and tobacco exports in 1960
was about 11.0 per cent in each case but the shares
of these commodities in total exports were only
slightly higher than those for 1959 — 59.0 per cent
and 18.0 per cent respectively. Most of the copper
exports came from Northern Rhodesia while the most
valuable mineral products from Southern Rhodesia
were asbestos and gold. With the exception of lead
and zinc alloys all other minerals — chromium ore,
oobalt and ferra-chrome alloys — declined in value
in 1960 as compared with 1959.

TABLE A.IL 26
RuODESIA AND NyYASALAND: Major Exports by Commodities, 1959-1960
1959 1960 9% change
Commodity Value 9% of total Value 9% oftotal 1959/69
Copper 302,949 592 334,880  59.8 +10.5
Tobacco unmanufactured 93,705 18.3 103,600 18.5 -+10.6
Asbestos: crude 19,928 3.9 23,520 4.2 +18.0
Chromium ore 10,304 2.0 9.856 1.8 — 4.3
Zinc alloys 6,188 1.2 6,743 1.2 + 9.3
Cobalt metal 5317 1.0 4,120 0.7 —22.5
Maize unmilled 5,975 1.2 563 0.1 —90.6
Tea 7.958 1.6 10,742 1.9 +35.0
Cattle hides 3472 0.7 2,940 0.5 —15.3
Lead & alloys: unwrought 2,363 0.5 2423 04 + 25
Ferrachromium alloys 3,483 0.7 3,280 0.6 - 5.8
Groundnuts 2,478 0.5 3,898 0.7 +57.3
Others 47,660 9.3 53,779 9.6 +13.0
Gold (19,407} (19.491) + 04
Total 511,720 100.0 560,344 100.0 -+ 9.5

a Gold is not included either in the total or in calculation of the percentage.
Source: Monthly Digest of Statistics No. 4, July 1961; UN Yearbook of International
Trade Statistics 1959; Annual Statement of External Trade (Rhodesia & Nyasaland), 1959,

The output of tobacco in 1960 exceeded the re-
cord levels reached in previous years — a 14.0 per
cent increase in flue-cured tobacco, 294 per cent
in sun-dried and 30.0 per cent for turkish tobacco.
Tea exports increased in value by 35.0 per cent in
1960 and was the combined result of an increase in
volume exported and an improvement in world pri-
ces during 1960, On the other hand owing to unfa-
vourable conditions of production in Southern Rho-
desia maize exports fell drastically although there
was no significant price change between 1959 and
1960. Although the Federation is mainly a producer
of primary commodities, it has an important and
growing trade in manufactured goods -— textiles,
clothing, iron and steel, paper, processed foods and
tobacco — with neighbouring countries like South
Africa, British East Africa, Mozambique, Angola
and Congo (Leopoldville).??

32 Owing to the unsettled conditions in the Congo (Leo-

poldville) exports to that country fell from $ 5.0 million
in 1959 to 3.9 million in 1960.

Imports into the Federation increased from $
420.0 million in 1959 to $ 439.0 million in 1960.
Producer goods accounted for the bulk (63.0 per
cent) of total imports —- two-thirds of producer goods
represented machinery, transport equipment and
other durables. While imports of machinery and
transport equipment increased by 2.0 per cent in
1960, imports of equipment for the railways and
clectrical services declined in value by 55.0 per cent
and 15.0 per cent respectively, reflecting the decline
in the requirements of the Kariba electricity project
and the completed build-up of capacity in railway
services. Imports of food, beverages and tobacco rose
slightly in 1960 but were still at a low level — 9.6
per cent of total imports — compared with many
other African countries. Imports of basic materials
and mineral fuels and chemicals all increased in
value terms in 1960. A significant degree of import-
substitution has been achieved within the Federation
and was reflected in declining imports of footwear,
clothing and other non-durable consumer goods, in
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spite of rising consumption. Imports of durable con-
sumer goods like cars, motor-cycles, etc., went up by
$ 6.2 million in 1960 but imports of motor vehicles
are likely to decline relatively in view of the establ-
ishement of motor-vehicle assembly plants in the
Federation.®

During 1960 the few remaining controls on
dollar imports were lifted and controls on imports
from specified countries now apply only to “certain
state trading countries, and a number of countries
to which the Federation has no obligations in terms
of the GATT”.? Restriction on imports from Japan
have also been eased and facilities are available for
the importation of goods from certain centrally plan-
ned economies.’® Import controls are still operative
against second-hand clothing, jute bags, sugar and
wheat flour irrespective of origin. Certain agricultur-
al products are also subject to import control,

The United Kingdom continues to be the Feder-
ation’s most important trading partner, although
trade with the UK has been following a declining
trend since 1956. In 1958 the UK took 49.5 per cent
of the Federation’s exports. This figure declined to
46.7 per cent in 1959 and 45.0 per cent in 1960. The
percentage share of the UK in the Federation’s im-
ports were 37.9 per cent in 1958, 36.9 per cent in
1959 and 33.0 per cent in 1960. Exports to the EEC
group of countries is substantial and averaged 19.0
per cent of total exports from 1958 to 1960, Trade
with the EEC countries is likely to grow, although
imports from the group have been fluctuating around
8.0 per cent of total imports since 1938. Trade with
the rest of Africa is quite considerable and imports
from Africa accounted for 33.8 per cent of the total
value of imports in 1960, about 33.3 per cent of
total imports originating from South Africa.

TABLE A.1l. 27
RHODESIA AND NyasarLanp: Imports by Categories 1959 - 1960

1959 1960 %, change

Commodity (SITC) Value 9% of total Value % of total 1959/60
Food, Beverages & Tobacco 0.1 41,657 9.9 42,356 96 + 1.7
Basic Materials & Mineral Fuels 2.4.3) 43,968 10.5 45,845 10.4 + 4.3
Chemicals (5) 34,667 8.2 37,176 85 + 72
Textiles (65) 32,155 7.6 37,052 . 84 +15.2
Machinery & Transport Equipment N 149,111 35.5 152,468 347 + 24
Other Manufactures (6.8) 113,688 2740 124,252 283 + 43

Miscellaneous 9 5,174 1.2 7.955 1.8 +537
Total {0-9 420,420 100.0 439,149  100.0 + 4.4

Source: Monthly Digest of Statistics No. 4, July 1961;

UN Yearbook of International Trade Statxstms 1959,

Annual Statement of External Trade (Rhodesm & Nyasaland), 1960.

Conco (LroroLpviLLe): Political developments,
following the independence of the Republic of the
Congo (Leopoldville) in June 1960, resulted in a
serious setback to the country’s foreign trade during
the second half of that year, both exports and im-
ports dropping sharply. In the first half of 1960 ex-
ports, excluding those from Katanga, were about 55.0
per cent of the total value for 1959, while in the
second half of the year exports declined by about
40.0 per cent. With the secession of the mineral-rich
Katanga Province, about 40.0 per cent of export-
earnings was lost to the Central Government in Leo-
poldville, and the total value of exports (excluding
Katanga) in 1960 fell by about 12.0 per cent below

33 Economic Bulletin for Africa, Vol. I, No. 1, p. 3L

34 Federation of Rhodesia and Nyasaland, Economic Re-
port, 1961, p. 44.

35 Czechoslovak:a Poland, Yugoslavia and Mainland China.

36 Most of the figures quoted in this section were obtain-
=d from two unofficial sources: — ONUC, Note sur l'evo-
lution de l’economie Congolaise apres lindependence du
pays and Universite Lovanium, Institut de Recherches Eco-
nomiques et Sociales, Notes et Documents No: 14/SE-10,
Analyse economique de situation et etude du commerce
sxterieur du Congo.

*

the level of 1959.3¢ Agricultural exports from the
Congo were valued at $§ 16.2 million and were 22.0
per cent less in value than in 1959. In volume terms
these exports declined by 20.0 per cent compared
with shipments in 1959.37 Excluding Katanga Prov-
ince only three’® out of the seventeen commodities
— which in 1959 had accounted for 94.0 per cent of
total exports procecds -— registered an increase in
shipments in 1960. Exports of five main commodit-
ies*® which represented 80.0 per cent of the total
value of exports in 1959 all declined in volume terms
by between 8.0 per cent and 35.0 per cent in 1960.
Howevr, as noted in section (a) of this chapter mi-
neral ¢xports from Katanga Province seem to have
recorded an impressive rise between 1959 and 1960.

Imports were even more seriously affected as a
result of the introduction o frigorous import restric-
tions in the second half of 1960. Total imports in

37 Economist Intelligence Unit, Three-Montth Econormc
Review No. 38, June 1961. :

38 Tea, bananas and cocoa.

35 Coffee (—35.0 per cent), palm oil (—8.0 per cent),
cotton (—20.0 per cent), Rubber (—-21 0 per. cent}, palm
kernel oil (—14.0 per cent). *
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1960 (with the exclusion of Katanga) were 30.0 per
cent Jower than in 1959.% In the first six months of
1960 imports amounted to 53.0 per cent of the value
tecorded in 1959 but dropped to less than 20.0 per
cent of that amount in the second half of 1960. 1t
appears also that the commodity pattern of imports
experienced considerable change as a result, primari-

ly, of the sharp increase in the relative share of food
in the import package. In the nine months following
June 1960 the share of food, beverages and tobacco
increased from 16.0 per cent to 32.0 per cent, while
the shares of industrial consumption goods and ca-
pital goods declined from 15.0 per cent to 10.0 per
cent and 67.0 per cent to 57.0 per cent respectively.

TABLE A.IIL 28

MozamBiQUE . Major Exports by Commodities 1959-1960
In thousand US §

1959 1960 % change

Commodity Value 9 of total Value 9 of total 1959/69
Cotton, raw 18,802 284 23,703 32.5 -+26.1
Sugar, raw 10,072 15.2 9,676 13.3 — 39
Copra 7,339 111 6,758 9.3 — 7.9
Cashew nuts 6.156 9.3 6,953 9.5 +12.9
Tea 5,374 8.1 5443 7.5 + 1.3
Sisal 5,168 7.8 5,840 3.0 +13.0
Coconut oil 963 1.5 501 0.6 —48.0
Wood rough 946 14 1,036 1.4 + 95
Hides and skins 355 0.5 348 05 — 2.0
All others 11,064 16.7 12,754 17.5 +153
Total 66,239  100.0 73,012 1000 +10.2
Source: Boletin do Instituto Nacional de Estatistica No. 3 - Maco de 1961 Ultramar.

UN Yearbook of International Trade Statistics, 1959.

MozameiQue: Mozambique increased its total
trade by 5.1 per cent in 1960 as compared with 1959.
Exports increased 10.2 per cent in value but imports
went up only 2.3 per cent. As a result the trade def-
icit which was $ 57.7 million in 1950 declined to $
53.8 million in 19604 Exports amounted to $§ 73.0

40 See footnote 1

41 Mozambique's deficits are to a large extent covered
by remittances from migrant workers in neighbouring coun-
tries.

million compared with § 66.3 million in 1959. All
the major export commodities, except crude sugar
and copra increased in value terms. Cotton exports
registered the greatest increase (26.1 per cent), follow-
ed by sisal (13.0 per cent) and cashew nuts (12.9 per
cent). Miscellaneous exports, which accounted for 17.5
per cent of total exports increased by 15.3 per cent.
Tea exports increased by only 1.3 per cent and also
declined in importance in the export package from 8.1
per cent of total exports in 1959 to 7.5 per cent in
1960. All categories of imports, excepting basic ma-

TABLE A.1L.29

MozameiQue: Imports by Categories. 1959-1960
In thousand US §

Commodity® 1959 1960 % change

(SITO) Value 9% of total Value 9% of total 1959 /60
Food, Beverages & Tobacco (1)) 19,246 15.5 20,556 16.2 + 6.8
Basic Materials & Mineral Fuels (2.4.3) 19,868 16.0 18,926 149 — 47
Chemicals (5) 1.234 1.0 1.426 1.1 +135.6
Textiles (65) 18,732 15.1 19,696 15.5 + 5.1
Machinery & Transport Equipment (N 38,492 31.0 37,314 294 - 3.1
Manufactures (6.8) 13,588 11.0 15,017 119 +10.5
Miscellaneous ¢ 12,809 10.3 13,882 11.0 + 84
Total 0-9 123,969 1000 126,817 1000 + 23

a Commodity classifications are approximate,
- Source: ¢
national Trade Statistics, 1959.

Boletin do Instituto Nacional de Estatistica No. 3 — Maco de 1961 Ultramar. UN Yearbook of Inter-
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terial and mineral fuels and machinery and transport
equipment, shared in the increase in the value of im-
ports in 1960. Machinery and transport equipment
still maintains its predominant place in imports with
a share of 294 per cent of total imports (1959- 31.0
per cent) although they fell in value in 1960 by § 1.2
million. Chemicals and manufactures registered the
greatest increases in 1960 (15.6 per cent and 10.5

per cent respectively) followed by miscellaneous im-
ports (8.4 per cent) and food beverages and tobacco
(6.8 per cent).

As in the case of Angola, Portugal was Mozam-
bique’s most important market for exports and sour-
ce of imports. South Africa and the UK are also im-
portant trading partners, the former being the seccmd
best supplier of Mozambique’s imports.

TABLE A. 1L 30

ANGoOLA: Major Exports by Commodities, 1959-1960
In thousand US §

1939 1960 9% change

Commodity Value 9% of total Value % oftotal 1959/69
Coffee beans with skins 48,257 38.7 43,961 355 -~ 89
Diamonds 20,743 16.6 17,257 13.9 ~16.8
Sisal 10,073 8.1 13,059 10.5 +29.6
Maize 7.476 6.0 5,737 4.6 —~23.3
Fish meal for cattle 7,152 5.7 3,768 3.0 —47.3
Cotton raw 3,640 2.9 5.091 4.1 +39.9
Wood 2,738 2.2 3,396 2.7 +24.0
Sugar, crude 2,706 2.2 3,259 2.6 +20.4
Manioc, dry 1,929 1.5 2.701 22 +40.0
Palm o1l 1,702 1.4 2,481 2.0 +45.8

Fresh beans 1,175 0.9 1,171 0.9 - 03
Coconut 1,022 0.8 657 0.5 —65.1

All others 16,158 13.0 21,470 17.3 +32.9
Total 124,771 100.0 124008 100.0 — 0.6

Source: Boletin do Ipstituto Nacional de Estatistica Ultramar - No, 3.

ANGOLA :

In 1959 Angola had an adverse trade

shipments remained almost stationary in corditions

balance of $ 6.3 million. In 1960 owing to a much
larger decline in imports as compared with exports
(2.6 per cent and 0.6 per cent) the deficit fell by
about 50 per cent to $ 3.6 million. There were sign-
ificant falls in the major exports of coffee and dia-
monds, but total exports fell less sharply because of
increased exports of cotton and iron-ore — the latter
export increasing threefold in volume terms — and
sisal, which increased in value although the level of

of rising prices. Exports of crude sugar, timber and
palm oil all registered considerable increases in 1960
compared with 1959,

With the exceptmn of basic materials and mi-
neral fuels the fall in imports affected all categories
of imports, including machinery and transport equip-
ment which fell by 4.6 per cent. However, this cate-
gory was in 1960 as in 1959 the most important im-
port category with a share of 32.8 per cent of total

TABLE A1l 31

ANGOLA: Imports by Categories 1959-1960
In thousand US §

% changé'

1959 1960 ;

Commodity? (SITC) Value % of total Value 9% of total 1959/60
Food, Beverages & Tobacco (0,1) 25,285 19.3 24,954 19.5 = 13
Basic Materials & Mineral Fuels 24.3) 12,865 9.8 15,178 11.9 : +18.0

Chemicals 5 2,315 1.8 2,179 1.7 . — 59

Textiles (65 17,338 13.2 15,926 12.5 . — 81
Machinery & transport equipment @) 43,873 33.5 41,840 328 -~ 46 .
Other Manufactures (6.8) 29,370 22.4 27,568 216 - 6.0
Total 0-9 131,046  100.0 127,644 100.0 - - 2.6

a Commodity classifications are approximate. - R
Source: UN Yearbook of International Trade Statistics, 1959, Boletin Mensal de Estatistica, December 1960. ° = ¢
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imports in 1960 compared with 33.5 per cent in 1959,
Textiles showed the greatest decline in 1960 (8.1 per
cent) and fell in value from $ 17.3 million in 1959 to
$ 15.9 million in 1960. Food imports and manufact-
ures remained at a high level — 19.5 per cent and
21.6 per cent respectively of total imports in 1960,

As is to be expected the bulk of Angola’s trade
was with Portugal which took $ 12.8 million of An-
gola’s exports in 1959 and $ 17.9 million in 1960. The
figures for imports were $ 39.5 million and $ 36.1
million respectively. Exports to the United States
were even higher than those to Portugal, but fell con-
siderably in 1960. Imports from the USA were at
the level of about $ 7.0 million both in 1959 and
1960. Western Germany and the UK were also im-
portant customers and total trade with both increas-
ed somewhat in 1960. Trade with African countries
is significant but showed no appreciable change be-
tween 1958 and 1959.42 Trade with Eastern Euarope
is slight.

Maracasy RepuBLic: Exports from the Mala-
gasy Republic in 1960 increased by 6.0 per cent
in volume terms as compared with 1959 while
the value remained virtually at the same level as in
1959. The volume of imports rose by 3.5 per cent
but the value declined by 7.0 per cent. The adverse
trade balance in 1960 was thus reduced by § 7.7
million. Thirty million dollars of the total deficit of
3 36.5 million in 1960 was incurred with France and
was covered by bilateral aid from that country in
the form of contributions from FAC, the French
budget and from the support given to the prices of
Malagasy products. However, attempts are being
made at redressing the present situation by curbing
imports and stimulating exports. In January 1961
customs duties, which were suspended in 1943, were
reimposed on imports originating from countries out-
side the French Community and the EEC. In addi-
tion it has been decided to increase by 10.0 per cent
fiscal charges on all imports irrespective of origin.

TABLE A.11.32
Maracasy RepusLic: Imports and Exports in Volume & Value, 1958-1960

Thousand tons

1958 1959 1960

Million US §
1958 1959 1960

Imports 420.8 430.5 446.1
Exports 286.7 226.3 420.7

126.7 119.5 1114
96.2 753 74.9

Balance of trade

~30.5 —442 =365

Source: Marches Tropicaux et Mediterraneens, 19 August 1961,

The drop in the value of exports, despite in-
creased shipments, was due mainly to the fall in the
price of coffee and, to some extent, to the decline in
exports of vanilla and cloves. The decline in the value
of imports resulted mainly from a sharp decline in im-
ports of textiles, the share of which in total imports
fell from 220 per cent in 1959 to 17.0 per cent in
1960, together with changes in the prices of some
imported commodities like wine and vegetable oils.®?

Coffee is still the leading export although its
relative share in total exports has been declining in
recent years. In 1950 coffee represented 53.0 per cent
of the total value of exports, but by 1960 this share
had declined to only 31.0 per cent. The falling prices
of coffee more than offset the 6.0 per cent increase
in the volume e¢xported in 1960 and the value of
increased shipments actually fetched $ 0.6 million
less than the value in 1959. In this connection
Madagascar is finding the sheltered French market
of greater importance, in the case of coffee, than in
the case of other products.® Despite an upswing in
the price of vanilla at the beginning of 1960 the

42 Breakdown for 1960 was not available at the time of
writing. Share of exports to African countries was 2.0 per
cent and 3.2 per cent in 1958 and 1959, and for imports
94 per cent and 7.7 per cent respectively.

43 In the case of vegetable oils there was also a change
in the structure of imports away from groundnut oil to
the much cheaper soya oil

44 The average price of coffee exported to France in 1960
was § 0.62 compared with $ 0.38 in the US.

value of exports of this commodity fell 27.0 per cent
below the 1959 level, Exports of sugar — a relatively
new export commodity — rose from 35,500 tons in
1954 to 41,000 tons in 1960. On the other hand, owing
to poor harvests in 1960, exports of cloves declined
by 57.0 per cent. There were substantial exports of
fresh and canned meat which were mainly directed
to Algeria. Exports of high quality rice were also
substantial although rice production had been serious-
ly affected by the 1939 hurricanes. Production of
quality rise was 15,000 tons in 1960 and may be-
come an important export.®

Imports of crude and semi-crude materials were
higher in 1960 than in 1959, but equipment goods de-
clined in spite of increased efforts at industrialization
as did imports of food products and manufactures.

France is the most important trading partner
of Madagascar, accounting for 56.6 per cent of total
exports in 1959 and 55.5 per cent in 1960. France's
relative share of Malagasy imports were 72.3 per cent
in 1959 and the share for 1960 is expected to be in
the same region. The US took about 12.0 per cent
of Malagasy exports mainly in the form of vanilla
while Algeria took large quantities of meat and
groundnuts. The value of exports to the EEC coun-
tries. outside France, increased by 52.0 per cent be-
tween 1959 and 1960.

45 Exports of lower grade rice, which is mainly for local
consumption are marginal and dependent on the level of
domestic consumption,
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Uniox oF SouTH AFRICA: Both the exports and
imports of South Africa in 1960 were at high levels
with imports still growing more rapidly with an in-
crease of 13.7 per cent in value terms above the
1959 level. Exports did less well and were only 2.2
per cent above the total value for 1959, The increase
in the value of exports was spread. over several
commodities, the most important of which were fruits
of all kinds — except deciduous fruits — up § 134
million, maize, which increased from $ 21,350 million
in 1959 to $ 28,554 million in 1960, fish (up $ 6.3
million), asbestos (up $§ 6.2 million) and ferro-alloys
(up $ 5.1 million). Other commodities, including re-
exports, also contributed substantially to the in-
creased export total. On thg other hand, a large
number of export commodities registered consider-
ably lower values in 1960, the most important items
affected being wool (down $ 12.3 million), diamonds,
fish meal, wattle bark extract, lead ore and con-
centrates, textiles and apparel.

A factor which is bound to affect South African
exports in the near future is the spreading trade boy-
cott of South African goods, particularly by Afro-
Asian and Eastern European countries. While the
trade involved is not large it is likely to have a
serious effect on a few individual firms which are
largely dependent on the markets that have been lost
as a result of the boycott.¥ Another factor which
is likely to affect South African exports will be the
abolition of Commonwealth preferences which
may follow the withdrawal of the Union from the
Commonwealth in March 1961. South African ex-
porters of fresh and canned fruits and wines may
find the loss of this protection a serious handicap
on the UK market. Even more serious will be the
effect of the termination of South African participa-
tion in the Commonwealth Sugar Agreement, which
is expected to be effective at the end of 1961.47 Since

46 During the first half of 1961 this boycott resulted in
a loss of some £ 5.7 million to South African exporters,
The following figures show the drop in purchases compar~
ed to the corresponding period of 1960: Soviet Union
(1960: £ 1.1 million; 1961: NIL), Mainland China (1960:
£ 1.5 million; 1961: £ 11,000), Pakistan (1960: £ 250,000;
1961: £ 18,000), India (1960: £ 23,000; 1961: £ 5,000),
British West Indies (1960: £ 81,000; 1961: £ 8,500), Ghana
(1960: £ 480,000; 1961: £ 3,000), Nigeria (1960: £ 234,000;
1961: £ 61,000), UAR (1960: £ 180,000; 1961: £ 85,000),
Sudan (1960: £ 17,000; 1961: £ 33), Ethiopia (1960: £
4,200; 1961: £ 27) — See West Africa No. 2305, 5/8/1961

47 Of a total of 266,000 short tons of South African sugar
exported in the 1960-61 season 224,000 tons were covered
by the Commonwealth Sugar Agreement. 168,000 tons were
sold to Commonwealth countries at a negotiated price over
100 per cent higher than the prevailing world price and the
remainder at the world price. It is of course possible that
South Africa would ask for an additional quota under the
International Sugar Agreement but is unlikely that this will
make up for the complete loss of the Commonwealth
quota. {(See FEconomist Intelligence Unit, Three-Monthly
Economic Review, No. 39, September 1961). The UK has,
however, agreed to purchase 150,000 tons of South African
sugar annually for the next five years at a price well above
the current world price. (West Africa No, 2323, 9/12/1961

the bulk of South African sugar is covered by this
agreement the loss of this guaranteed market will
confront South Africa in general and Natal in part-
icular with a very serious problem.

The categories which contributed most promin-
ently to the increase in the value of imports in 1960
were machinery and transport equipment, textiles,
other manufactures and chemicals. Machinery and
transport equipment, which represented 40.2 per cent
of the total value of imports, increased by 28.0 per
cent in 1960 as compared with 1959, The item which
reflected the largest single increase was car chassis,
which rose by about US $ 25.7 million to US § 98.0
million in 1960.48 Foodstuffs which have always re-
presented a relatively small percentage of total im-
port value declined by 4.2 per cent in 1960 and so
did imports of basic materials and mineral fuels,
which however represented 12.5 per cent of total
import value in 1960.

In recent years South Africa has normally shown
an unfavourable balance of payments on visible
merchandise trade which, together with net payments
on invisible transactions. has been financed mainly
by exports of gold. However, the increase in South
African imports in 1960 more than counterbalanced
the record level of gold exports.®® Added to this was
the serious drain on foreign exchange and gold re-
serves by the persistent and considerable flights of
capital®® which continued through the first eight
months of 1961. This outflow of capital was the
result of a lack of confidence in the political future
of the Union, especially following the Sharpeville
Incident March 1960 and South Africa’s withdrawal
from the Commonwealth in 1961. To check this flight
of capital and also to curb imports, exchange controls
and import restrictions were belatedly imposed dur-
ing the first half of 1961.51 It has also been sug-
gested that a scheme providing special incentives to
foreign investors to attract foreign investments should
be introduced in place of the blocking of the exit
of funds from the Union. The effect of these rescue
operations against the flight of capital is not yet
conclusive.

The bulk of South African trade is with the
Commonwealth countries, in particular with the UK
and the Federation of Rhodesia and Nyasaland. The
UK is the Union’s most important supplier although
imports from the UK have fluctuated quite marked-
ly in recent years around a declining trend. In 1959
imports from the UK fell from 33.7 per cent of the
total value of imports in 1958 to 31.1per cent and to

48 Barclays Bank Overseas Review, April 1961.

49 Barclay's Bank Overseas Review, February 1961.

50 The South African Reserve Banks holdings of gold
and foreign exchange fell from US § 437.1 million at the
end of January 1960, the highest level reached for many
years, to US $§ 308.3 million at the end of June 1960, and
to US $ 214.8 million twelve months later.

51 A standby loan of US $ 75.0 million was also negotiat-
ed with the International Monetary Fund which helped to
check rumors of devaluation.
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TABLE A.11.33

SOUTH AFRICA:

Major Exports by Commodities, 1959-1960

In thousand US $

1959 1960 % change
Commodity Value 9% of total Value 9% oftotal 1959/69
Angora hair 11,162 0.9 10.467 09 — 6.2
Bovine hides 12,090 1.0 10,339 0.8 —14.5
Goat skins 2,424 0.2 2,102 02 ~133
Sheep skins 12,219 1.0 11,925 1.0 - 2.4
Karakul pelts 11,362 09 10.175 0.8 —104
Wool in the grease 117.544 9.8 107,346 8.7 — 87
Wool scoured and other 30.003 2.5 27,937 2.3 — 6.7
Fish meal and soluble 13,049 1.1 12,478 1.0 — 44
Bark extract (wattle) 15,571 1.3 9,133 0.7 —41.3
Bleached cellulose 8.493 0.7 10,982 0.9 —29.3
Maize 21,350 1.8 28,554 2.3 +33.7
Preserved pilchards and fish

others 15,271 1.3 21,585 1.8 +413
Fresh or frozen rock lobster

tails 7.851 0.7 8.578 0.7 + 93
Citrus fruits 28210 2.4 31,344 2.6 +11.1
Deciduous fruits 17.879 15 14,407 1.2 —19.4
Grapes 7,697 0.6 9,559 0.8 +24.2
Preserved fruits 29,184 2.4 37,569 3.1 +28.7
Groundnuts 7.778 0.6 9,048 0.7 +16.3
Sugar 21,214 1.8 21,342 1.7 + 0.6
Copper Ore 7.913 0.7 2516 02 —68.2
Chrome Ore 7.879 0.7 8.057 0.7 + 23
Lead Ore & concentrates 18,100 1.5 17,121 14 — 54
Manganese Ore 10,203 0.9 15,810 1.3 +55.0
Copper block & ingots 25,890 2.2 26,406 2.2 + 20
Ferro alloys (Iron & Steel) 12,367 1.0 17,454 1.4 +41.1
Pig & ingots, etc.

(Iron & Steel) 14,234 1.2 12,171 1.0 —14.5
Asbestos 29,756 2.5 35,981 29 +20.9
Rough & uncut diamonds 73,564 6.1 65.486 5.3 —11.0
Cut & polished diamonds 32,887 2.7 31.223 2.5 — 5.1
Tyres & tubes 8,943 0.7 8.352 0.7 — 6.6
Fibres, yarns, textiles and

apparel 19,891 1.7 18,595 1.5 — 6.5
Machinery 26,603 22 29,201 24 + 9.8
Preserved atomic materials 137,850 11.5 136,464 11.1 — 1.0
Other commodities 273,105 22.8 284.817 23.2 + 4.3
Imported goods re-exported 109,295 9.1 121,257 9.9 +109
Gold (678,012 (802.673) (+18.4)

Total (excl. Goldy  1,198.831 1000 1,225,781 100.0 + 2.2

a Excludes parcel post and face value of specie.
Source: Monthly Abstract of Trade Statistics 1960; Foreign Trade Statistics, Volume 1V,
1958 & 1959; UN Yearbook of International Trade Statistics, 1959.

28.4 per cent in 1960. The share of exports has been
fairly stable and represented 30.2 per cent and 309
per cent of the total value of exports in 1959 and
1960 after declining from 31.2 per cent in 1958. The
share of imports from the Dollar Area rose from
21.0 per cent in 1959 to 22.3 per cent in 1960, al-
though within this group imports from Canada fell
from 4.4 per cent in 1959 to 3.6 per cent in 1960.

Imports from the USA, after falling from 17.5 per
cent in 1958, recovered from 16.8 per cent in 1959
to 18.8 per cent in 1960. The share of exports to
the Dollar Area as a whole also declined from 9.9
per cent in 1959 to 7.6 per cent in 1960. Both im-
ports from and exports to theEEC countries gained
slightly in 1960 as compared with 1959 — 19.0 per
cent for imports and 164 per cent for exports in
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TABLE A.IL 34

SoutH Arrica:Imports by Categories 1959-1960
In thousand US §

1959 19602 % change

Commodity (SITC) Value 9% of total Value 9 of total 1959/60
Food, Beverages & Tobacco (0.1) 86,789 6.3 83,171 5.3 — 4.2
Basic Materials & Mineral Fuels  (2,4,3,) 203,123 14.9 194,528 12.5 -~ 42
Chemicals &) 98,563 7.2 113,075 7.3 +14.7
Textiles (65) 165,833 12.1 205,400 13.2 +23.9
Machinery & Transport Equipment (N 489,143 357 626,297 40.2 +28.0
Other manufactures 6.8) 324,707 237 333,685 214 + 28
Total (0-9) 1,368,158 1000 1,556,156  100.0 +13.7

a The classification is approximate.

Source:
book of International Trade Statistics, 1959.

1960 as against 18.3 per cent and 15.6 per cent re-
spectively for 1959. Of this group of countries the
share of Western Germany in South African imports
continues to decline marginally, and in 1960 was
10.0 per cent of total imports compared with 10.6
-per cent in 1958, France and Italy, on the other
hand, have consolidated their gains of 1959 and now
account for 2.3 per cent and 2.9 per cent respectively
of the total value of imports as against 1.8 per cent
and 2.1 per cent in 1958, South Africa’s trade with
the rest of Africa is the highest of any other African
country. In 1959 exports to the rest of Africa account-
ed for 19.4 per cent of total exports. This share de-

Monthly Abstract of Trade Statistics, 1960 Foreign Trade Statistics Volume 1V, 1958 & 1959 UN Year-

clined slightly in 1960 to 18.6 percent On the other
hand the share of imports was relatively unchanged
during the same period. Most of the Union’s trade
with Africa is directed to the Federation of Rhodesia
and Nyasaland, which took about 14.0 per cent of
the Unions exports but supplied only 2.0 per cent of
its imports for both 1959 and 1960. There is also
some trade with British East Africa and Ghana, but
the latter trade declined slightly in 1960 both for
exports and imports. Trade with the Eastern Euro-
pean countries is relatively unimportant and, like
that with some African countries, will be affected
by the trade boycott referred to above.
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Chapter A. 11l

NOTES ON 1960/61 PRICE TRENDS
OF SELECTED EXPORT COMMODITIES OF THE AFRICAN REGION

The recent trends in primary commodity prices
have already been discussed in a general way in
Chapter A/I of this Bulletin. As it has been pointed
out, the overall picture is far from being encourag-
ing. The short-term prospects are not particularly
bright cither, although there does not appear to be
any indication of a dramatic change in the existing
structure of prices in the near future. What seems
particularly worrying at this stage is the fact that the
high rates of economic activity in industrial coun-
tries, following the 1957/58 recession, did not bring
about a marked recovery in primary commodity pri-
ces. Even at the peak of the industrial boom, in
early 1960, there were only one or two commodities
where shortages in spot-supply were felt for a brief
spell, while in most other cases actual or potential
surpluses still overshadowed the markets.

Technological changes, as well as changes in
production patterns in industrial countries have led
to a constantly diminishing share of primary imports,
so that even high rates of growth in these countries
seem no longer able to push demand for primary
commodities to a level where total demand would
balance potential supply at sufficiently remunerative
prices. This seems to be an irreversible process, and
primary exporting countries should pay utmost atten-
tion to the implications involved. After the experien-
ce of the last two or three years, it would be indeed
short-sighted to hope that any new expansion in eco-
nomic activity in the developed areas of the world
would bring in its wake a radical change in the pre-
vailing trends in primary commodity prices. Inter-
national action in the field of primary commodity
stabilization may prove a useful device for alleviat-
ing some of the most acute problems facing primary
exporting countries. However, there seems to be but
one solution in the longer-run: increased efforts aim-
ed at industrialisation and diversification of produc-
tion patterns in agriculture, in order to arrive at a
more balanced growth of the various sectors of the
economy and to lessen the present degree of depend-
ence on external factors.

A more detailed picture of the recent develop-
ments in the markets of some of the primary commo-
dities of a particular interest to Africa are given in

the following pages. The commodities selected con-
stitute about 62-65 per cent of the total exports of
the region, and, as will be seen, with few exceptions
only, their prices have followed a more or less pro-
nounced downward course in those months of 1961
for which data were available at the time of the
publication of this Bulletin.

1. Cocoa: World production of cocoa exceeded
a million tons in the 1960/61 season for the second
consecutive year. Consumption also increased but at 4
slower rate than production, so that stocks held main-
ly in importing countries rose again. The apparent
unconsumed surptus in 1960 was of the order of
100,000 tons compared with 30,000 tons in 1959. .

After a steep fall in late 1959 and early 1960,
prices maintained a relatively stable level in the
greater part of the year at between 27-29 cents per
pound (spot for Ghana Good Fermented, New Yurk):
then, a new decline took place from October on-
wards, and towards the end of February 1961 prices
reached the lowest point in the last twelve years.
The average level of prices in the first six months
of 1961 was almost 19 per cent lower than in the
corresponding period 1960.

The low level of prices seems to have stimulat-
ed consumption in 1961. Grindings in the first half
of the year increased by 12 per cent in comparison
with the first half of 1960 and it is expected that
they may approach a million tons by the end of 1961.
But comparisons of imports with grindings indicate
that a substantial part of imports has been added to
the stocks held in importing countries.

The first estimate of the output of cocoa in
1961/62 indicated a decline of almost 10 per cent
from the record level of the previous season. This
was confirmed during the recent meeting in October
of the Committee on Statistics of the FAO Cocoa
Study Group. where the 1961/62 production was est-
imated at 1,069 thousand tons, or 94 thousand tons
less than in 1960/61. The expected decline is linked
with unfavourable weather conditions in West Afri-
ca, where early drought followed by heavy rains
seem to have damaged crops quite seriously. Ghana’s
production is forecast at 360 thousand tons in 1961/
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62 as against 440 thousand tons in the preceding
season. The Nigerian crop is also expected to be
smaller: 152 thousand, excluding 6,000 tons from
the former Southern Cameroon, compared with 195
thousand tons in the previous season {including the
Southern Cameroon crop). Purchases by the Ghana
and Nigerian Marketing Boards since the beginning
of the season have been smaller than in the past
years, and although this may merely mean slower
ripening and a later harvesting, or a slower move-
ment of crops for other reasons, it is felt to add
weight to the probability of lower production in
1961/62. However, the carly date of the estimates
above should be borne in mind, and developments
later in the season may lead to a higher level of
production than indicated by the forecasts. Moreover
recent information on the lvory Coast and the Re-
public of Cameroun tends to show that declines in
production in these two countries may be smaller
than indicated by the Committee on Statistics of the
FAQ Cocoa Study Group.

Forecasts of production in Brazil are at present

still more hazardous since the temporao crop. which
forms an important part of total production, is only
hatvested towards the end of the international crop
year. As it looks now, a substantial increase on the
poor main crop in 1960/61 is generally expected.

Total consumption of cocoa in 1962 is expected
to increase by some 84 thousand tons above the 1961
level. If this proves true, and if — as estimated —
the 1961/62 output falls short of that recorded in
1960/61, world production and world consumption
in 1962 should be roughly in balance for the first
time since 1959. Latest information available tends
to show that prices have already been influenced to
some extent by production and consumption estim-
ates. At the beginning of November spot prices for
Ghana in New York were 23-24 cents per pound,
compared with 19-20 cents a month earlier. However,
stocks are still high in the major importing countries,
and unless production in 1961/62 turns out io be
considerably smaller than is currently anticipated,
the recovery in prices is not very likely to assume
significant proportions.

TABLE A. 111 1.

International Market Prices of Cocoa, New York, London and Le Havre
Annualiy 1954- 1960, Average and monthly 1960 - 1961

Period New York! London? Le Havre?
Spot Accra Spot Bahia Spot Accra Ivory Coast
US cents per pound Sh. per Cwt. Francs per Kg.
1954 - 578 55.7 467/6 4.33
1955 37.4 36.2 302/ 2.78
1956 273 255 22177 2.07
1957 30.6 30.5 24772 2.55
1958 44.3 433 352/5 4.25
1959 36.6 354 285/6 3.7
1960 28.4 26.8 225/10 L.l
Monthly Averages
1960: Jan-June 285 27.0 229/5 2.99
July-Dec. - 28.2 26.4 222/2 2.898
1961: Jan-Tune 222 22.3 176/4 .
July 220 220 176/10 ...

a Average for July-November.

1The New York Spot Accra & Bahia prices are ex-warehouse & are fixed daily by an
official committee.

2The London Spot Accra price is bond ex store main UK ports and is an official
estimate of Gill & Duffus Ltd., based on current market levels,

3The Le Havre price is cif. Le Havre for fair fermented Ivory Coast.

Source: FAO Cocoa Statistics, April 1961, FAO Monthly Bulletin of Agricultural Eco-
nomics & Statistics, June 1961 and Cocoa Market Report Gill & Duffus Ltd., 4 August 1961,

The upward trend in world production

In spite of increased efforts and more vigorous

of coffee was temporarily interrupted in 1960/61,
when world output fell short — by about 17 per
cent — of the 1959/60 record level of 4.6 million
metric tons. However, trade in coffee in 1960 increas-
ed only very slightly, and there was still a vast ex-
cess of supplics over consumption which led to further
substantial additions to stocks, World production in
1961/62 is provisionally forecast at 4.3 million tous.
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sales policies on the part of producers, world exports
in 1960 showed but little gain over 1959. Exports
from Brazil and Colombia were below their 1959
levels and neither of the two Latin American coun-
triecs was able to export its quota under-the Inter-
national Coffee Agreement. The slight increase in the
total volume of world exports was enfirely due to
larger shipments of the Robusta varieties, but thesé



TABLE A IIL. 2
The International Market Prices of Coffee, Annual & Quarterly Averages

1950 - 1961
Year New York New York New York Le Havre - FWA
Santos 4 Manizales  Native Uganda Robusta Courant c.if.
U.S. cts. per pound French Francs per Kg.
1950 50.5 532 401 L.
1951 542 58.7 468 .
1952 54.0 57.0 44.0 370
1953 579 60.2 47.6 398
1954 78.7 30.0 57.9 416
1955 57.1 64.6 38.4 297
1956 58.1 74.0 336 289
1957 56.9 63.9 34.6 333
1958 484 523 376 376
1959 37.0 452 28.7 343
1960 36.6 44.9 20.2 3.44!
Jan. 363 23.6° Ivory Coast Robusta
April 37.0 452 21.4a 3.38
July 37.0 44.6 194 341
Oct, 36.2 44.9 19.02 3.49
1961 Jan. 36.5 4.5 (18.60) 3.34
April 37.0 439 .. 3.28
July 36.8 435 Ll 3.30
August 359 43.5 3.30

1 January-September.

aTaken from World Coffee and Tea., February 1961.
Source: FAQ The World Coffee Economy, Commodity Bulletin Series, No. 33 1961
and FAO Monthly Bulletin of Agricultural Economics and Statistics, June, September and

October 1961.

were sold at sharply reduced prices. Despite the
small increase recorded in exports in volume terms,
the total value of world exports of coffee in 1960
was about 5 per cent lower than in 1959,

One of the main features of the world coffee
economy in 1960 was the increasing divergence in
price movements between Arabica and Robusta.
After an almost uninterrupted decline since mid-
1954, Arabica prices settled down in mid-1959, at
a level about one-third lower than the 1950-1957
average. By contrast, Robusta prices, which had
maintained a much more stable level until the 1958
recession, have since declined at an alarming rate.
This decline has been due to the faot that Robusta
producers generally were not yet members of the
International Coffee Agreement, and were therefore
in a weaker position than the Latin American coun-
tries with respect to stockholding and sales policies;
but a switch in import demand from Robusta to
Arabica, following the dedline in the prices of the
latter, has also influenced the course of Robusta
prices.

As shown in the table below, the annual average
spot prices for Native Uganda dropped between 1959
and 1960 by almost 30 per cent, while the Brazilian
Santos registered only an insignificant decline. Le
Havre spot prices for FWA coffees, which have al-
ways moved independently of the other two, held
their own.

As a consequence of the Tananarive Conference
which sought the co-operation of African coffee pro-
ducers towards improving Robusta prices, and also
as a result of their recent membership in the interna-
tional Coffee Agreement,! African countries held
back some of their output for the first time in 1961.
No improvement in Robusta prices, however, has
been achieved so far, while recent signs of weakness
in Arabica prices necessitated a reduction of 1961
first quarter’s quotas by 10 per cent.

Generally speaking, it seems that African pro-
ducers of the Robusta may look with some hope at
the growing market of soluble coffees, for which use
of lower priced Robustas is more advantageous econ-
omically. Consumption of soluble coffee in the Unit-
ed States — the biggest importer of coffee — re-
presents now some 16-18 per cent of the total. In
western Europe, particularly in the United Kingdom,
soluble coffee is also gaining considerable ground.
However, despite this somewhat encouraging develop-
ment, the position of African producers remains very
serious. With the present trends in consumption in
the major importing countries, there is but little

1Since October 1960 the following are full members of
ICA: Kenya, Uganda, Tanganyika (Represented by the
United Kingdom), Ivory Coast, Malagasy Republic. Togo.
Cameroun, Gabon, Dahomey, Central African Republic
and Republic of Congo (Brazzaville). All together ICA ha:s
a total membership of 28 countries.
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TABLE A. IIl. 3
Auction Prices of Tea? 1951-1961 and 1960 indices

Year London Calcutta Colombo
All tea For export All tea
pence per pound Rupees per pound Rupees cents per pound

1951 43.90 1.83 1.90
1952 36.59 1.40 1.73
1953 43.79 1.99 1.91
1934 63.62 3.10 2.56
1955 60.90 209 2.24
1956 58.00 2.39 2.16
1957 5322 213 1.86
1958 55.07 2.18 1.73
1959 54.70 2.14b 2.22¢
1960 55.20 2.384 2.04¢
1961 average Jan-July 52.60 6.25¢ 2.00¢

Indices: 1953 = 100

1954 145 156 134
1958 126 110 91
1959 124 107 111
1960 125 119 102
1954 = 100. =2 — Excluding export duties and cess, b = average for 11 months,

¢ = average for 12 months,
f = Average for 6 months.

d — average for 10 months,

e = average for 7 months,

Source: FAQ - Tea, Trends and Prospects-, Commodity Bulletin Series No. 30, 1960,
FAQO Monthly Bulletins of Agricultural Economics and Statistics, 1959 - 1961.

hope that the persistent imbalance between produc-
tion and consumption may be reduced to tolcrable
proportions in the few years to come. More liberal
import policies in the USSR and centrally planned
economies in eastern Europe might help a great
deal to raise world consumption of coffee, as well
as of cocoa, and to improve the situation in the world
markets; especially so since in eastern Europe the
income-demand elasticity for both products must be
fairly high. But it does not seem very likely that
radical changes may take place there in the short
run, since import policies in the USSR and eastern
Europe are determined by long-run development con-
siderations within the framework of well-established
olans.

The position of African producers — with the
exception of Ethiopia, which specializes in Arabica
varieties — may be rendered even more difficult if
price differentials between Arabica and Robusta —
which seems quite likely — tend to narrow. In this
case quality considerations will become increasingly

important, except, perhaps, in respect of soluble-

coffees. The increase in productivity, in order to face
lower prices, and a general improvement in quality
appear therefore to be the two appropriate ways
which should be followed by African producers. But
such policies, if pursued on an international scale,
are very unlikely to lead to a solution of the problem
of the world coffee economy. More than in the case
of any other commodity perhaps, African countries
whose exports depend heavily on coffee, should
speed up their efforts to diversify the production
patterns of their economies.

3. Tea: Compared with cocoa or coffee, tea is a
much less important commodity for Africa. While
the relative share of the region in the world produc-
tion of cocoa amounts to some 65-67 per cent, and
that of coffee to some 16-17 per cent, the relative
share of African tea is hardly above 5 per cent of
the total world output. However, in the case of a
few African countries tea plays quite an important
role. In 1959 tea exports from Kenya held the second
place in total exports, accounting for about 11 per
cent of the country’s export earnings. In Mozambi-
que, the relative share of this commodity amounts
to well above 7 per cent of the total export value,
and there are other countries, like the Federation of
Rhodesia and Nyasaland, where the importance of
tea is increasing.

Like the two preceding years, the year 1960 was
characterized by the absence of any major changes
in tea production and trade. The volume of tea
entering international trade in 1960 showed no gain
over 1959, and was thus for the second year some-
what lower than in 1958. Average prices in 1960 were
slightly higher than in the two preceding years, and
the monthly fluctuations were not due to any real
disequilibrium between supplies and demand. In the
first half of 1961 prices were somewhat lower than
in the corresponding period of 1960, but the situation
remained generally stable. A slight increase in total
supplies was approximately matched by a rise in con-
sumption in both importing and exporting countries.

Short-termn prospects do not seem to point to
any abrupt change in the relatively quiet markets.
However, output of tea is certain to continue to
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expand, while consumption in the major importing
countries is rather unlikely to increase at an adequa-
te rate. The largest producers, like India and Ceylon,
have plans to increase tea output quite substantially,
and the same holds true of Africa. Plans to raise
production above present levels are under way in
Kenya, Uganda, Tanganyika and Southern Rhodesia.
Tea from these countries have had no export diff-
iculties so far. but consumption in the United King-
dom -~ which absorbs about two-fifths of world’s

exports seems to be nearing a saturation point. On
the whole, it is rather doubtful that the stability of
prices, characteristic of the last few years, will be
maintained. In view of the prospective expansion in
production, and in face of a relatively stabilized de-
mand in high income countries, a pressure on prices
may be felt in 1962. This might affect more than
proportionately plain teas, where competition seems
to be more acute, and which are of a particular in-
terest to Africa.

TABLE A. Il 4
Cotton Prices - c.if. Liverpool - 1958/59 - 1960/61 Average & Monthly.

USA Sudan Sudan Egypt Karnak
Orleans GS5L GSS Ashmouni FG
Texas FG
M 1?‘}
1958/59 Average of Monthly US cents per pound
quotations
Nov.-July 28.18 32.82 34.59 32.44 35.70
1959/60 Aug.-July 26.45 36.69 41.63 42.14 44.77
1960/61 Aug.-May 29.62 38.27 4143 L 44.65
1961 April 27 29.59 38.45 41.82 L. 44.97
May 25 29.65 38.45 41.18 L 44.56
June 15 29.60 38.03 407t L 44.37

Source: Cotton - World Statistics, Quarterly bulletin of the International Cotton Advisory Committee, Vol.
14, No. 11 (part ID) 1961, and Vol. 14, No. 7, Febroary 1961.

4. Cotron: Cotton is the most important item in
exports from UAR (Egypt) and Sudan, where it ac-
counts for some 70 and 60 per cent respectively of
total exports. This commodity also contributes sub-
stantially to exports from Chad, Central African Re-
public., Uganda, Mozambique and Tanganyika.

Therc was substantial increase in world produc-
tion of cotton during the 1959/60 season, owing
mainly to an expansion in the area under cotton in
the United States and to higher yields in the UAR
(Egypt). Following the revival in economic activity
in industrial countries, consumption also rose rather
sharply — by about 6 per cent — over the previous
season. In 1960/61, however, there was hardly any
change in the level of production. According to
latest estimates, total production in 1960/61 was
10.36 millions tons, while consumption maintained
its 1959/60 level at about 10.45 million tons. In the
United States stocks were smaller than in the preced-
ing season, while there is evidence that in some
other exporting countries, notably UAR (Egypt)
stocks were increasing, and the same seems to be true
of some of the major importing countries.

The recovery and expansion in industrial coun-
tries in 1959 and 1960, which also embraced the
textile industries, had a strong impact on demand
for cotton in general. But one of the most significant
developments in this field was the revival in demand
for extra-long staples, from the UAR (Egypt) and
the Sudan, and a recovery in their prices which

brought about a more normal relationship between
medium and extra-long staple prices. With an ex-
panding consumption and re-stocking in the tradi-
tional markets, and a considerable, although probably
temporary, expansion in purchases by India and the
United States, the potentialities of the market were
enlarged. Restrictions on exports and currency dis-
counts in the UAR (Egypt) were reduced, and a
more flexible reserve price system was adopted in
the Sudan. Exports expanded and, with stocks con-
siderably reduced. prices of the long-staple cotton
reached their highest point by the end of the first
quarter of 1960. A tendency towards lewelling off
became evident at the end of the season (July 1960),
reflecting the adequacy of stocks in importing coun-
tries and also some apprehension as to the prospects
of activity in the textile industries. However, exports
revived again in the second half of the year, and
there was a further firming in prices until the an-
nouncement in December 1960 that the United States
intended to offer 113,000 tons of American extra-
long staples for export at competitive prices (under
Public Law 480, barter agreement, CCC credit pro-
grams or other arrangements). In the first half of
1961, barring a brief period of oscillation at the
beginning of the year, prices of most cottons in the
world market have weakened.

A recovery in prices in the months ahead does
not look very probable. True enough, the new wave
of economic expansion in the United States is like-
ly to influence textile mills also, but this will hard-
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ly improve the situation of other exporting coun-
tries. Besides, competition of the man-made fibres,
which seems to be constantly increasing in the Unit-
ed States, should also be taken into account. Im-
ports requirements of the major importers in west-
ern Europe may also turn out to be lower than in
1960/61. Cotton stocks have been built up and, as
indicated in Chapter I of this Bulletin, the rate of
industrial activity in western Europe is almost cert-
ain to be lower in 1961 than in 1960. There is not
much hope that the ecarly months of 1962 may wit-
ness any significant change for the better. Accord-
ing to latest information, short time working has

already developed in the cotton textile industry in
the United Kingdom, The heavy purchases of cotton
by India in 1960 are also not likely to be repeated
in 1961. Cotton mill consumption in both the Unit-
ed Kingdom and India is forecast downwards. Else-
where increasing outlets may be found, not only in
traditional import markets like Japan. where eco-
nomic expansion still goes on at a high rate, but
also in the USSR, eastern Europe and mainland
China. However, the unknown as yet is the extent
to which demand for foreign growths may increase
in the USSR and mainland China, as a result of
the recent drought.

TABLE A. HI. 5

International Market Prices® of Sisal, New York, Antwerp,
European Ports, Annual and Monthly Average 1954 - 1961

B.E.A. Sisal B.E.A. Sisal B.E.A. Sisal Brazilian Mexican
No, 1 cilf. No. 1 landed No, 1 ¢if. Sizal Type Henequen
Year European New York Antwerp 1 landed A landed
Ports New York New York
£s per ton cents per lb, £s per ton cents per b, cents per 1b.
1954 86.8 1.1 82.6 9.3 8.8
1955 80.3 104 77.5 8.9 7.6
1956 78.5 10.2 76.3 8.8 8.2
1957 718 9.4 69.3 79 7.8
1958 722 9.5 70.3 8.1 7.4
1959 89.3 11.6 87.7 10.7 8.4
1960 102.1 12.9 100.6 12.2 10.1
Monthly Averages
1960 Jan.-June 102.1 13.0 101.5 124 10.3
July-Dec. 102.0 12.8 99.6 11.9 9.8
1961 Jan.-June 99.3 12.5 96.8 114 9.1
July 93.0 11.7 920 115 8.8
August 91.0 1.5 90.0 11.5 8.8
September 89.0 11.3 87.0 113 8.8

a = Prices at beginning of month.

Scurce: Hard Fibres, The Ecconomist Intelligence Unit, Ltd. No. 42, September 1961,

5. Sisal: Sisal is by far the most important hard
fibre exported from the region, and there the role
of Africa in world production and exports is really
a major one. In the last few years the relative share
of the region in world exports amounted to some
67-68 per cent of the total. However, it should be
noted that sisal is capable of considerable inter-
change with henequen and, to a less extent, with
manilla.

Like in the preceding year, 1960 was character-
ized by a fair degree of balance in hard fibres.
World production was slightly above the 1959 level,
while consumption and trade were just slightly low-
er, so that stocks in producing countrics registered
a small increase. According to recent estimates, no
important change in supplies should be expected in
1961, and the proportion of higher grade fibres
may be even smaller than in the preceding year.

However, the more immediate prospects for
demand are somewhat uncertain. Requirements of
hard fibre twines in agriculture have been adversely

4

affected by reduced harvests of grains and hay in
North America, while European grain crops are
also smaller than last year. Besides, there are ample
stocks of raw fibres in Mexico and apparently also
in conswming countries as a result of heavy pur-
chases in late 1960 in view of the disturbed polit-
ical situation in some African countries. These fac-
tors, together with the proposal, now before Con-
gress, to release 4,500 tons of African sisal from
the United States stockpile, and the announcement
of an increase in freight rates from Africa to Unit-
ed States ports, have all contributed to a continuous
decline in prices of hard fibres during 1961. So,
while the overall situation does not show any sign
of structural weakness, particularly for high grade
fibdes, it would be very difficult to foretell the
future course of hard fibre prices. Most that can
be said at this time is that a quick recovery up to
the high 1960 levels does not seem very likely un-
less unexpected factors do influence the level of
import demand in industrial countries.
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6. Rubber: The share of Africa in total world
cutput of natural rubber is rather modest: in both
1959 and 1960 it was not much above 6 per cent.
But in some African countries, like Nigeria and
Congo (Leopoldville) the role of rubber in the eco-
nomy is not negligible, while in the case of Liberia
it accounts for over 45 per cent of total exports.
Rubber prices, highly sensitive to changes in eco-
nomic activity in industrial countries, and even more
so to any deterioration in the international political
sitnation, rose sharply in the expansion phase follow-
ing the 1957/58 recession. In late 1959 and again in
May 1960, at the time of the political crises in Laos,
they reached their highest level since 1955. But,
while the 1960 average prices remained above the
1959 level, both rubber trade and prices turned sharp-

ly downwards in the second half of the year.

During the first ten months of 1961, prices re-
mained remarkably stable but at levels well below
those recorded in 1960. The sharp decline which had
started by mid-1960 was halted by the end of Jan-
uary, and was followed by a modest recovery be-
tween February and April as a result of the seasonal
drop in production in the Far East. This was follow-
ed by a slight decline during May-June, but prices
recovered again in the next three months under the
influence of the Berlin crisis and a reported increase
in demand in the USSR and eastern Europe. In the
next few months the rubber market may be expect-
ed to remain fairly firm, especially so if a significant
revival oceurs in the automobile industry of the Unit-
ed States.

TABLE A.II1. 6
Natural Rubber: Production, Consumption and Prices
' 1952-56 1958 1959 1960
average
Total Production (1,000 metric tons) 1,856 1,989 2,100 1,980
Total Consumption (1.000 metric tons) 1,764 2,012 2,149 2,012
Prices No. 1 RSS
(US cents per kilogram)
Singapore (f.0.b.) - 63.6 57.8 72.9 783
London {spot} 67.2 60.4 774 82.6
New York (wholesale) 70.4 62.0 80.7 84.1

Source: FAO Commodity Review, 1960,

7. Vegetable Oils and Oilseeds: Taken as a group,
vegetable oils and oilseeds rank third by value in
recent years of all commodities exported from Afri-
ca. Within the group groundnuts and groundout oil
come first followed by oil palm products. Total world
production of fats and oils was stepped up in 1960
when compared with the overall production in the
previous year. An estimated production of 31.1 mill-
ion metric tons was realized, about 300,000 tons more
than the record figure of 1959. The relatively modest
size of this increase, reflected a decline in production
in the Soviet block countries from 7.6 million metric
tons in the preceding year to 7.3 million tons in
1960, mostly due to a short sunflower seed crop in
the Soviet Union in autumn 1959.

In Africa production was affected by a tremend-
ous decrease in the production of olive oil in Tuni-
sia and a poor West African groundnut crop (harvest-
ed in autumn 1959) for the second year in succession.
Increases in other parts of the continent were suff-
icient to offset partly the fall in West Africa and
Tunisia. On the whole African production of oils
and oilseeds fell by nearly 200,000 tons.

However, the moderate rise in production coup-
led with increased consumption of most fats and oils
did not prevent the combined price index from re-

ceding from the relatively high average attained in.

‘the first half of 1959. For individual items price

movements were erratic.

Reflecting mainly the decline in coconut oil
prices, the general FAQ index of international mar-
ket prices of fats and oils (excluding butter) fell in
1960 to an average of 92 (1952-54 = 100) compared
with 99 for the previous year. At 92, the index was
the same as in 1955, the previous post-war low. The
most unstable element was the price of copra and
coconut oil which after a sharp rise in 1959, during
the period of scarcity, declined rapidly in 1960 as
supplies increased.

The prices of palm products tended to follow the
trend of copra prices, but a compensating effect was
exerted by groundnuts, whose price had been low in
1959 rose markedly in 1960, because of the poor West
African crop.

The most important development in the course
of 1961 was a sharp reduction in Chinese export
supplies. Shipments of soybeans through the Suez
Canal, which can be assumed to be all of Chinese
origin, dropped in the first six months of the year
by about 67 per cent from the level recorded in the
corresponding period of 1960. The serious decline in
Chinese exports has also been indicated by unusually
heavy purchases that the USSR and castern European
countries made in early 1961 in the international
markets.
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Prices that had risen as a result of the Chinese
shortage fell back after reaching peaks in March
and April, but in September they were still moderately
higher than at the end of 1960.

According to a recent FAO estimate, world
production of fats and oils outside the centrally
planned countries will be much higher in 1962 than
in 1961; mainly as a result of large oilseed crops

being harvested in late 1961. An increase of 29 per
cent in the United States soybeans crop is forecast,
and good crops are expected in West Africa, as well
as bumpercrop in India. This is likely to affect oil
and oilseed prices, but the full weight of the increase
in the United States may not be felt in the interna-
tional markets owing to bigher support prices in this
country.

TABLE A 1IIL. 7

Index numbers of International Market Prices of Fats and Oils
(Excluding butter) 1959-1960, January-December 1960.

Edible Soap oils and fats

Total
Other Lauric Lard Tallow All
Olive soft acid whale All Drying Fish Fats &

0il oilsl oils? Palm oils items oils3 oil Oils

1955 99 83 87 89 114 93 85 112 92

1956 147 105 88 91 117 103 111 120 104

1957 1L 101 87 100 118 101 102 120 102

1958 94 80 102 93 110 96 90 109 96

1959 94 79 124 72 107 101 85 100 99

1960 99 80 102 78 98 93 91 88 92

1960 January 96 79 125 65 103 99 88 95 98

February 97 79 123 67 100 99 89 95 97

March 100 79 119 70 99 97 89 95 96

April 103 80 112 76 99 96 91 92 95

May 104 80 107 75 98 94 93 92 94

June 104 81 103 77 96 93 93 88 93

July 103 82 96 83 97 91 92 85 91

August 100 84 94 86 97 91 92 85 91

September 99 80 89 78 97 88 92 85 88

October 96 79 87 82 95 87 91 81 87

November 92 81 89 87 98 89 88 81 89

December 94 82 86 83 9% 88 87 85 88
Source: FAO Monthly Bulletin of Agricultural Economics and Statistics, February 1961.

1 Includes series for groundnut, soybean and cottonseed oils.

2 Includes series for coconut and palm kernel oils.
3 Includes series for linseed, castor and tung oils.

Groundnuts and Oil. The pattern of world trade
in groundnuts and groundnut oil has changed
markedly since pre-world war II. Only since 1955
have world exports been at their pre-war level, al-
though production has long been well above the
1935-39 average. The lag in recovery was due to the
fact that India’s exports dropped rapidly to only a
fraction of the 1.2 million tons exported during the
pre-war years, while the build-up of exportable sup-
plies in other countries was less rapid. The major
sources of goundnut supplies has shifted from Asia
to Africa. Two decades ago India and China supplied
half the world total, To-day. Nigeria and the former
French West African territories supply more than
two-thirds of total world exports.

Unfavourable weather conditions were responsib-
le for the decline in world supplies of groundnut oil
from 2.4 millions tons in 1959 to 2.1 millions tons
in 1960. The main decrease occurred in India, where
excessive rains during the growing period had a

disastrous effect on the crop in some of the major
producing areas. Output in West Africa fell for the

second consecutive year owing mainly to inadequate

rainfall. Purchases in 1959/60 by the Regional
Marketing Boards in Nigeria were only 660,000 tons
(unshelled basis) compared with 770,000 tons in the
previous year and a record of 1,080,000 tons in
1957/58. Commercial marketing also fell in former
French West Africa where severe declines in Niger
and Mali more than offset a partial recovery in
Senegal. The total for these areas was 850,000 tons,
about 20,000 less than the year before.

The relatively high prices that obtained in the
markets mainly reflected the small crops in Nigeria
and former French West Africa. The high level of
import demand and a short supply position made a
firmer international market.

Quotations for Nigerian nuts began to slip in early
1960 and although United States export prices and
the price of South African oil remained fairly strong,
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the average for the first half of 1960 was below the
corresponding 1957 level. In the second half of 1960,
prices began to fall again as it became clearer that
output for the year would exceed that of the preced-
ing year, particularly in West Africa.With the sharp
drop in Chinese exports during the last half of 1960
and the sudden rise in US soybean prices. begin-
ning about December 1960, groundnut prices again
moved upward in early 1961, increasing steadily
throughout March and April. The Nigerian Market-
ing Board, the sole exporting agency, maintained a
selling price of 37.3 U.S. cents per kilogram c.if.
European ports, from early March and throughout a
greater part of April. In line with the prices of
competing oilseeds and oils particularly U.S. soy-

beans, prices of groundnuts and groundnut oil de-
clined sharptly in May and June. The fall continued
throughout July and August and the price of Nigerian
oil was being quoted at 32.1 cents per kilogram the
lowest since December, 1960. The market for U.S.
oil, however, strengthened towards mid-1961 when
in July the price reached 34.8 cents per kllogram
the highest for any month in 1961.

The future price trends of groundnut oil depend
partly on the availability of other competing oils
particularly soybean oil and there, as already said,
a considerable increase is expected in 1962. But it
also seems that total world export availabilities of
groundnuts and oils in 1962 will reach a record level
in 1962 of a million metric tons.

TABLE A. III. 8

Prices of Groundnut Oil at Selected Areas Annual 1955-1960, Monthly 1960-1961
{Prices in U.S. cents per kg.)

European Ports (1)

I m France (3 India (3) United States (%)
1955 29.7 28.8 69.3 20.2 38.8
1956 37.9 36.9 61.2 29.6 35.1
1957 36.2 36.0 57.8 31.3 333
1958 — 276 54.5 31.1 359
1959 30.8 300 500 331 27.8
1960 30.6 32.7 50.0 39.0 333
1960 January 34.4 33.3 50.0 36.8 31.3
February . 4.1 50.0 36.1 344
March 338 50.0 36.8 31.7
April . 333 50.0 30.3 355
May 335 50.0 37.2 34.8
June o 334 50.0 394 35.3
July 34.2 336 50.0 41.1 36.4
August 34.1 33.6 50.0 40.1 34.8
1961 January 34.2 33.1 513 43.1 29.5
February 35.8 349 515 44.3 31.3
March 37.6 37.3 51.7 46.8 32.2
April 374 36.9 519 46.2 33.1
May 35.9 35.2 519 46.5 335
June 33.8 330 51.9 479 34.0
July 34.3 32.8 46.2 34.8
August 33.0 32.1 452 -

Source: FAO Monthly Bulletin of Agricultural Economics and Statistics, Oct. 1961.
(1) European Ports - 1 - South African, 2 per cent, bulk, spot price Rotterdam, - II - West African, bulk, cif,
(3) France - Refined for all food uses, wholesale price, ex. mill,

(» India - Raw, filtered, ex mill, Bombay.

(49) United States, crude, tank cars, fob., South eastern mills.

Olive Oil. Total output of olive oil in 1959/60
was about 10 per cent greater than that of 1958/59.
Output of the European Mediterranean countries -
Greece, Italy, Portugal and Spain recovered from the
poor olive crop of the preceding year and compensat-
ed for the decline in North Africa. In North Africa,
the fall in Tunisian production by almost two-thirds
from the record output of the previous season offset
the gains in Algeria and Libya, and total production

for the Region was reduced almost to half the 1958/
1959 figure. As a result of the substantial reduction
in output, Spain replaced Tunisia as the major ex-
port source of olive oil. Italian consumption of olive
oil increased in 1960, although most of the supply
went into stock in ant101pat10n of an expected re-
duction on production in 1961, this year being an
off-season for olive oils in Europe.(?) Demand for
olive oil therefore remained strong and prices tended
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to rise in the first half of 1960. In mid-1960, Spanish
oil was being quoted at a price § per cent above the
level of a year earlier. In Ifaly, first quality producer
price reached it highest level during the second
quarter when it averaged 96.2 cents per kilogram.

The international price rose above retail ceiling
in Spain, and this resulted in a total clearance of
accumulated surplus that left the Spanish market
short of supplies. In October 1960, trade was disrupt-
ed by a change in the ltalian law governing olive
oil classification which brought the Italian process-
ing plants to a temporary halt. The depressing effect
of this on olive oil prices in international trade was
accentuated by continuing competition from lower
priced vegetable oils from overseas and the promise

of an off-year in Spain and Portugal. The result of
these developments was a steady downward move-
ment in price in the second half of 1960. The decline
in prices continued into 1961, and during the first
half of 1961 prices averaged less than in the corresp-
onding period of 1960. Spanish edible oil reached
a low point of 56.0 cents per kilogram and though
it rose in the subsequent months to reach 58.8 cents,
it fell again to 54.6 cents in August, the lowest since
November 1960.

Recent indications of the olive crop point to a
production of olive oil in 1961/62 somewhat higher
than that of 1960/61, with increases in all the main
producing countries except in Greece and Tur-
key.

TABLE A. IIL 9

Prices of olive oil in selected Areas, Annual 1955-1960
Monthly, 1960-1961
(Prices in US Cents per kg.)

European Italy? Spain’ United
Portsl States*
1955 68.4 843 60.8 69.0
1956 1074 1327 95.2 101.4
1957 71.0 88.8 76.9 91.5
1958 65.0 771 64.4 72.1
1959 624 89.1 58.8 69.0
1960 90.7 58.5 67.9
1960 January 944 57.0 65.9
February 95.2 57.8 67.7
March 95.2 59.5 67.7
April 96.0 61.1 68.8
May 96.8 61.6 70.5
June 96.0 61.6 69.9
July 92.0 60.9 67.2
August 91.2 58.8 67.2
1961 January 834 56.7 69.0
February 82.4 56.0 68.8
March 84.0 574 69.0
April 84.8 57.8 68.1
May 84.0 58.8 68.8
June 82.4 56.7 69.4
July 55.0 68.8
August 54.6 .ee

Source: FAO Monthly Bulletin of Agricultural Economics and Statistics, October 1961,
1 European Ports — Algerian and Tunisian, edible, 1 per cent, drums, cif.

2 Jtaly
3 Spain
4 United States

Palm Oil. World production of palm oil did
not change in 1960, In the Congo (Leopoldville),
which is one of the two principal producing countries
in Africa, production was well maintained in spite
of the political upheaval although lack of transport
facilities led to a drop in exports. In Nigeria, how-
ever. commercial purchases of palm oil were 2 per

*

— First Quality, 1.2 per cent, producer price, Bari.
— Edible, 1 per cent, drums, f.o.b.

— Edible, imported, drums, New York.

a Source — UN Commodity Survey, 1960.

cent up compared with the same period in 1959,
Production increased sharply in Malaya where there
have been substantial plantings in recent years..
Price of palm oil declined only slightly in 1960.
There was some tendency for palm oil prices to
follow those of coconut oil, but palm oil prices were
supported by the uncertainty regarding supplies from
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TABLE A. IIL. 10

Price of Palm Oil in Selected Areas Annual 1955-1960. Monthiy 1960 - 1961
(Price in US cents per kilogram)

European Ports! Federation of United
1 4 Malaya? States?
1955 22.6 22.6 20.8 35.3
1956 248 25.6 231 39.7
1957 24.7 254 232 40.1
1958 225 22.8 20.3 31.7
1959 23.8 23.8 21.2 322
1960 224 22.4 20.0 313
1960 January 23.7 233 20.4 26.7
February 22.8 229 20.8 32.2
March 225 22.5 20.7 31.1
April 22.5 22.5 20.6 30.9
May 224 225 20.2 309
June 222 21.9 19.6 30.9
July - 22.1 19.2 309
August 225 19.2 31.7
1961 January 21.6 22.3 19.4 309
February 22.8 22.8 19.9 31.3
March 23.1 23.1 20.0 326
April 232 23.3 20.0 32.6
May 233 234 20.5 326
June 23.1 23.3 21.0 32.6
July 22.6 229 . 32.6
August 22.3 22.6

Source: FAO Monthly Bulletin of Agricultural Economics and Statistics, October 1961.
1 BEuropean Ports I — Congo ({Leopoldville), 6-7 per cent, bulk nearest foreward ship-

ments, c¢.if, Antwerp,

II — Nigerian, bulk nearest forward shipment, cif.

2 Wholesale price, f.0.b. Singapore,
3 Clarified, drums, f.o.b. New York,

the Congo. At the end of the year prices of both
Congo (Leopoldville) oil and Nigerian oil at Euro-
pean ports averaged 22.4 cents per kilogram comp-
ared with 23.8 cents in 1939. The early months of
1961, witnessed a further firming in .price, so that
by May the price at the various markets averaged
slightly more than in the same period during the
previous year. After the high level during the first
half of the year prices declined, and the prices of
Congo and Nigerian oils at European ports went
down to 22.3 and 22.6 cents respectively in the last
months for which information has been available.

The future trend of palm oil prices depends to
some extent on the prices and availability of other
competing oils particularly whale oil, but it is gene-
rally assumed that prices in the next few months
will probably continue firm owing to reduced supp-
lies from the Congo (Leopoldville) and Nigeria,

Recent developments in some African countries
point to increased production of palm oil although
the level of production will be determined by the
availability of supplies from the Congo and Nigeria.
In Nigeria, a “new bleaching process”, for Nigerian

palm oil has been devised at the Tropical Products
Institute. This method, if properly introduced into
the industry, may strengthen the competitive position
of Nigerian palm oil in relation to that of Malaya.
The principal contribution of the Institute to the
work on this problem has been to elucidate the cau-
ses of difficulty in bleaching the Nigerian product
as compared with the generally accepted best oil of
Malayan origin and to suggest ways of avoiding this
difficulty.

In Liberia, one of the minor oil producing areas,
there are new developments ahead. A Marketing
Board is to be set up, which will cover palm pro-
ducts and efforts to expand production would appear
to be indicated by a recent agreement with a West
German Company for the supply of mechanical pro-
cesses for the palm industry. In Sierra Leone, the
palm industry has been organized under the guid-
ance of the Sierra Leone Produce Marketing Board
The Board has now taken over the establishment and
rununing of plantation. The situation in the Congo
however, contains a potential threat to the industry
since the Congo contributes about 30 per cent of the
total palm oil exports.
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Palm Kernel Oil. The output and frade of
palm kernels and oils have so far remained steady
in recent years. Total world exports in 1960 have
been provisionally estimated at 385,000 tons in terms
of oil. This compares less favourably with a total of
398,000 tons in the previous year. Smaller shipments
from Nigeria and the Congo (Leopoldville} were on-
ly partly offset by larger exports from Dahomey,
Togo, the Federation of Malaya and Indonesia.

In Nigeria, the major world exporter, purchases
of palm kernels by the Official Marketing Boards
totalled 427,000 tons, which was 3 per cent less than
the preceding year. Prices to Nigerian producers as
fixed by the Regional Marketing Boards remained
unchanged at $ 81 - $ 87 per ton according to
Region.

International market prices of palm kernel oils
averaged less in 1960 than in the previous year.
Prices remained high and averaged 34.5 cents per

kilogram at European ports during the first quarter
of 1960. This was equal to the unusually high prices
that prevailed in 1959. After April, however, prices
declined to lower levels and this continued to the end
of the year. This decline was largely the result of
increasing world supplies of coconut oil. Palm kernel
oil competes in its most important use, i.e, the manu-
facture of soap, with tallow and coconut oil and in
its next importance use, i.e. the manufacture of table
and cooking fats, with whale, fish, soybean, cotton-
seed and ground nut oils. ‘

The abundance of coconut oil from South-East
Asia, particularly the Philippines, the world’s largest
producer, was the major factor that contributed to
the lower price of pallm kernel oil. Throughout the
first eight months of 1961 the market remained
comparatively weak and prices fell down to 22.9
cents per kilogram in June and July, the lowest for
any month during the two previous years.

TABLE A. IIL.11

Annual prices of palm kernel oil at European Ports,(!) 1955-60
(Prices in U.S. cents/kg.)

1955 1956 1957

1958 1959 1960

254 260 257

28.6 34.3 30.5

Monthly prices of palm kernel oil at European Ports,(!) 1960-61
(Prices in U.S. cents/kg.)

Jan. Feb. Mar. Apr. May June July Aug.

1960 34.5 345 34.1 31.2 29.8 27.9 e
1961 25.0 257 252 24.7 24.3 229 229 234
Source: FAO Monthly Bulletin of Agricultural Economics and Statistics, October 1961.

(1) Congo (Leopoldville), 6% nearest forward shipment, cif. Antwerp,

Wood . World removals of round wood increased
from 1,670 million cubic metres in 1956 to 1,770
million cubic metres in 1960, or by about 6 per cent.
This increase has not been a steady one but was con-
centrated on the 1959/60 biennium. Moreover, it was
entirely due to the increase in output of industrial
wood which rose by 100 million cubic metres in the
course of these two years so that in 1960 removals of
industrial wood exceeded for the first time the 1,000
million cubic metre mark. This increase can be
directly related to general economic activities and in
particular to construction which absorbs by far the
greatest share of timber output. Removals of fuel-
wood remained virtually unchanged at 700 million
cubic metres over the entire period.

Developments in Africa differed in a number of
respects from the global picture, First and most
significant is that the increase in removals has been
much more steady than in other regions. Although
at a varying rate, output grew in Africa from year
to year. Secondly, the increase was not confined to
industrial wood only although it was more marked
than in the fuelwood sector. Africa accounted for

more than one-fifth of the world’s increase in total
removals and the rise in output of industrial wood
reached as much as 10 per cent per annum. As en-
couraging as this devclopment is, it needs to be stress-
ed that Africa is still behind in the industrial utﬂlza~
tion of its timber output, and although the share of in-
dustrial wood rose in the region from 9.2 per cent
in 1956 to 10.9 per cent in 1959, it still falls consider-
ably below the world average of 59 per cent. How-
ever, the above table shows that a number of African
countries have followed trends which differ from
the regional one; even in some which play an.import-
ant role on the regional timber market, such as
Nigeria and Ghana, total wood output has remained
stable or even fallen. \

In 1960, substantial increase in consumption and
stock rebuilding stimulated fellings and the output
of forest products in Europe, which accounted for
the lion’s share of the advances in.the world and
served to counterbalance the levelling off of produc-
tion in North America, where the output of sawn-
wood registered a slight decline.” Developments in
1961, indicate that the European consumption of
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forest products in 1960 was somewhat overestimated.

Great demand for tropical woods in Europe and
the influence of the Common Market stimulated log
production in Africa in 1960, mainly in West African
countries. Many of them, such as the Ivory Coast
and Gabon, where Okoume plays an important role
in the national economy, achieved in 1960 a post-war
record in output as high prices fostered log removals.
High demand for Okoume, the most important
tropical species on the world market, largely resulted
from increased consumption of cigars, The demand
for the well-known traditional species was substan-
tially higher than supply, and many importers accept-
ed also less known species. It should be noted that
heavy exploitation of Okoume along the coast and
limited transport facilities may restrict future supply
from Gabon the world’s main supplier of this species.

Exports of hardwoods from African countries,
as shown in Table 2, indicate a considerable in-
crease in exports of hardwood logs from Gabon and
Nigeria in 1960 but a decrease in the exports of
sawn-wood.

European consumption of hardwoods increased
in 1960, and olthough the rate of consumption slack-
ened somewhat during the first half of 1961, there
was a 2 per cent increase in the total consumption of
the United Kingdom and western Germany. In Fran-
ce, Italy, the Netherlands and Switzerland consump-
tion continued at a high level, probably higher than
in 1960. In these countries. as well as in Germany,
the industrial consumers of hardwoods: furniture
manufacturers, joineries and other wood-working in-
dustries, are working at a high rate, concerted with
the brick building activities.

European prices for tropical and other overseas
timbers have moved both upward and downward in
1961. In the United Kingdom prices for mahagony
were in mid-1961 higher than the year previously, and
prices for obeche logs were higher in June 1961 than
at the turn of the year, but both obeche and limba
thoy were lower in the Netherlands. In France, prices
for tropical logs have increased, for example, the
prices for veneer-quality logs of Okoume (which spe-
cies makes up a large part of French imports of trop-
ical logs) increased by about 10 per cent to between
200 and 220 New Francs per cubic metre wagon
departure French port over the year to June 1961
Tropical timbers scem to be gaining larger use in
Italian plywood industry.

In continental Europe, strong demand for both
hardwood logs and sawnwood is expected to cont-
inue for the rest of the year and on into 1962. The
mid-1961 stocks in the United Kingdom were higher
than in mid-1960 which accounted for the lower vol-
ume of new contracts.

The rated capacity of paper and paperboard
industry in Africa increased from about 300.000 tons
in 1958 to 375,000 tons in 1960 and that of pulp
industry from 215.000 tons to 290,000 tons. The
future rated capacity by 1965 is estimated to be
730,000 tons of paper and paperboard and 780,000
tons of pulp. This nearly trebling of African pulp
industry in five years, the bulk of which will take
place in the Republic of South Africa, the United
Arab Republic and Swaziland, will bring about a
significant increase of some 1.5 million cubic metres
also a greater stability to forestry in the relevant
countries.

TABLE A. IIL 12

World removals of Roundwood, 1956-1960
(Million cubic metres)

1956 1957 1958 1959 1960
Total Ind Total Ind. Total Ind. Total Ind. Total Ind.

World 1,669 9.39 1.670 9.30 1,663 9.35 1,720 9.90 1,770 10.40
Africa: of which 102 9.4 111 106 121 12.8 122 133
Tanganyika . . 186 0.2 206 06 206 0.6

Sudan 8.9 0.1 188 0.5 13.5 05 140 05

Congo 3.7 0.9 39 10 100 0.8 9.3 07

Ethiopia 7.1 0.1 81 01

Uganda 12.9 0.1 12.8 0.1 79 08 78 08

Ghana 10.0 1.6 9.0 1.7 77 1.8 8.0 22

Gabon 1.8 1.5 20 1.7

Union of South Africa 1.3 1.2 15 14 1.6 1.5

Nigeria 1.0 0.9 1.0 09 1.0 0.9

Source; FAO Yearbook of Forest Products Statistics, 1958-1960.

9. Copper. Qutside the centrally planned coun-
tries, production of copper increased by 7 per cent
between 1958 and 1959 and by a further 9 per cent
from the first half of 1959 to the corresponding pe-
riod in 1960, In Africa where copper is by value the
second most important mineral, production is main-

ly concentrated in the Congo (Leopoldville) and the
Federation of Rhodesia and Nyasaland. In the Fe-
deration of Rhodesia and Nyasaland, production of
primary copper increased by 5.2 per cent from the
previous year to 1960, and though final figures for
the Congo are not yet available indications are that
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production at least equalled that of the preceding
year in spite of the political situation. In South
Africa, where a substantial amount of copper is pro-
duced yearly, production dropped from 50,000 tons
in 1959 to 48,060 tons in 1960,

International trade in copper has also increased
remarkably since the second half of 1959. Imports
into Western Europe, which had declined by nearly
11 per cent between 1958 and 1959, increased by
as much as 27 per cent from the first half of 1959
to the same period in 1960. While most of the in-
crease in West/BEuropean imports in 1960 was assoc-

iated with larger requirements, part of it went to
replenish stocks which had been heavily depleted
during the period of rising prices in the second half
of 1959. The stocks were built up mainly as a hedge
against the possibility of major interruptions in
supplies.

In the United States, stocks at wire and brass
mills, which had been drawn on heavily during the
strike, which occurred between August 1959 and
February 1960, were also rebuilt; between February
and July 1960, they rose by 70 per cent and were
almost back to the 1958 figure.

TABLE A. 1II. 13

Exports of Hardwoods from African Tropical Wood Zone, 1959-1960
(In thousand cubic metres)

LOGS SAWNWOOD
Total of which to Europe Total of which to Europe

1959 1960 1959 1960 1959 1960 1959 1960
Angola 50 40 8.4 5.8
Central African Republic 7.5 32 4.0 1.3 1.0
Cengo (Brazzaville) 237 279 210 251 26.0 27 M 85
Congo (Leopoldville) 107 11 60.0 44
Fed. of Rhodesia & Nyasaland 15.0 13 0.2 04
Gabon 1,086 1.254 . 1,146 8.9 72 8.5 6.0
Ghana 1,008 973 225 173
Ivory Coast 588 809 501 740
Kenya 1.8 0.5
Mali
Mozambique 61 12
Nigeria 547 622 540 613 63 60 50 49
Tanganyika 1.7 0.6 e 14 b 4.1 ..

Source: Fconomic Commission for Europe, Timber Committee, 9th session, 2-6 October
1961, Market Review and Prospects. Sawn softwood, hardwoods and pulpwood
and pitprops, General Economic situation, TIM working paper No. 40, 19th

September 1961,

However, symptoms of an over-supply of copper
in the world-markets caused two companies in North-
ern Rhodesia to announce in early October 1960, a
cut in preduction equivalent to 60,000 tons or two
per cent of world production, The Union Miniére du
Haut Katanga also announced a 10 per cent cut
equivalent to 30,000 tons per annum. By the early
part of 1961 other companies operating in Peru and
Chile had decided to make similar production cuts.

Prior to the latter part of 1959, copper prices
were at very low levels. The recession of 1957/58
forced prices down, and by the first quarter of 1958
the weighted index of prices in Western Europe was
about half of the peak period of 1955,

In the second half of 1959, the international
copper market strengthened, but this position deter-
iorated in the course of 1960 when supply tended to
exceed demand. Prices in the London Metal Ex-
change, however, fluctuated considerably under the
influence of various short-term factors. On the whole,
prices in 1960 were above those of the previous

year with annual prices averaging 33.8 francs per
kg. in Belgium, £ 246 a ton in London and 30.2
cents and 32.1 cents a 1b. in Canada and the United
States respectively. In London temporary shortages
in the supply position in Janwary and February
1960 forced up prices to their highest levels since
1956 but prices declined after the settlement of the
U.S. strikes. Shortly afterwards, however, in reaction
to events in the Congoe and the rumours about poss-
ible strikes in the U.S., the downward trend was
reversed. After consnmers had built relatively large
inventories the fall in prices was resumed. By Octo-
ber 1960, the London price was below the corresp-
onding figures for 1958 and 1959.

The sensitivity of copper prices to strikes and
production cuts and even to the threats of these
dangers has caused prices to fluctuate markedly in
1961. But it should be also noted that-owing mainly
to quickly reacting production, copper has shown a
marked resistance since 1958 to further falls when-
ever the prices has weakened much below £ 219 a
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TABLE A. II1. 14

African Production of Copper. 1956 - 1960
(1,000 tons)

1956 1957 1958 1959 1960

Fed. of Rhodesia & Nyasaland!
Congo (Leopoldville)!

Republic of South Africa?
Rest of Africa? 3

429 466 419 593 624

250 242 238 282 o
46 46 49 50 48
23 41 44 44

1 Source - National Publications.

2 Source - U.N. Monthly Bulletin of Statistics, October, 1961,
3 Includes, Algeria, Angola, Morocco. South-West Africa, Tanganyika and Uganda.

ton, at which it stood at the beginning of 1961. It
was lifted from this level by the outbreak of a
strike at a Chilean mine, another threatening strike
in Northern Rhodesia and further violence in the
Congo, and the spot London price in February 1961
recovered to £ 224 a ton.

In the United States, copper producers and Custom
smelters brought their domestic prices down to
29 cents a lb. and followed through with a series of
production cuts. Prices declined further in the follow-
ing months, but in May, they recoved the level of 30
cents a 1b. In London, spot copper prices rose to
nearly £ 230 per ton, in April in anticipation of a
rise in American quotations and in May stood at
£ 242 a ton.

After three months of relative stability cash
copper fell by about £ 12 to £ 221 a ton in London
in September 1961. During this period demand from
British and Continental consumers in the free market
was negligible but it improved towards the end of
September. The copper lost in the recent strikes at
mines in Chile had begun to affect the market and
spot copper recovered to £ 225 a ton, but most pro-
ducers would like prices to settle at a higher level.
However, prices above £ 240 are also considered
harmful to the industry and especially with a vast
expansion behind them and more development a-
head, copper producers are chary of high prices since
copper is particularly vulnerable to competition.from
other materials. :

TABLE A, Il 15

Domestic Wholesale Prices of Copper in Selected Countries, 1956 - 1960
Monthly, July 1960 « July 1961

Belgium Canada United Kingdom  United States
Francs per kg. Cents per Ib. £ per long ton  Cents per Ib.

6] 2) @)

1956 45.0 41.4 329 41.8
1957 31.2 28.9 219 29.6
1958 27.8 254 197 25.8
1959 32.8 29.6 238 31.2
1960 338 30.2 246 32.1
1960 July 35.2 31.0 255 32.6
August 337 30.9 245 32.6
September 32.3 30.0 235 32.6
October 30.6 29.0 222 30.6
November 31.1 285 226 29.6
December 31.8 28.5 231 29.6

1961 January 30.3 28.0 220 29.1
February 311 21.5 224 28.6
March 31.0 27.5 225 28.6
April 31.8 27.5 229 28.6

May 338 29.3 242 30.0
June 33.6 300 236 30.6

July 30.0 30.8

Source: UN Monthly Bulletin of Statistics, October, 1961,

(1) Domestic price ex-works, electrolytic.

(2) Domestic price delivered Montreal or Toronto, carlots, electrolytic.
(3) Domestic/import price, standard electrolytic wirebars.
(4) Domestic price f.o.b. refinery New York, electrolytic wirebars and ingots,
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Future prospects in the copper industry depend
heavily on increased consumption in industrial coun-
tries. Without a further improvement outside the
United States, there is little prospect of consumption
matching production despite the output curbs that
have been in force for a year in some cases. Con-
sumption of copper outside the United States, partic-
ularly in Western Europe, has shown a more restrain-
ed rise in 1961 after the enormous increase in 1960.
But, on the other hand, it is encouraging to note that
copper usage in America has been expanding at a
rate which but for a slackening in demand elsewhere,

might have eliminated the potential surplus of copper
this year. It is thought that at least the American
producers price for copper will be maintained at 31
cents a lb. for the remainder of the year.

However, the recent discovery of what might
prove an extensive new copper field in Canada
strengthens the belief that world capacity will keep
ahead of copper consumption for quite some time.
The danger of over-supply and its potentiall threat
to prices looms heavily in the markets and some ex-
cess copper production can be expected in a not too
distant future.

TABLE A. IIL 16
Production of Diamondst 1953 - 1959

{carats)
1953 1954 1955 1956 1957 1958 1959

A. Indices

World Production 100 102 107 115 129 139 131

Africa 100 102 106 117 128 140 131
B. Percentage share in

world production

Congo (Leopoldville) 62.4 61.2 60.0 63.8 60.6 59.6 56.1

Ghana 10.8 10.3 10.6 10.7 12.0 11.2 11.6

Tanganyika 1.7 3.1 3.6 2.1 2.6 37 4.5

Republic of South Africa 13.4 13.8 12.4 109 29 9.6 10.7

South-West Africa 30 3.3 30 42 ig 32 39

Angola 36 34 335 3.1 37 3.5 3.8

Rest of world 5.1 4.9 7.9 52 7.4 9.2 9.6

Source: UN Statistical Yearbook, 1960.
1 Excluding Eastern Europe and Mainland China.

10. Diamonds: Excluding the centrally planned
countries, the African countries produce nearly all
the diamonds in the world. The growth in output of
diamonds and the predominant part played by coun-
tries in Africa is shown in the following table:
Figures in respect of the Congo suggest that
production which reached a record figure of 16.7
million metric carats in 1958, slowed down and fell
by 12 per cent to a total of 14.9 million metric carats
in 1959. This tremendous drop was probably due to
the political instability which prevailed in the coun-
try and to the stoppage of work by the Societe
Miniere de Beceka in the Kasai province. Production
in Tanganyika has increased markedly during the
last few years and in 1959 accounted for 4.5 per cent
of total world production. Diamond prospecting in
Tanganyika has been thrown open and it is hoped
that by bringing in other companies, new deposits
could be easily discovered. In Sierra Leone, the
diamond mining industry which has now been com-
pletely reorganized, is confributing an increasingly
large share of the country’s export income. Purchases
for the first eleven months of 1960, totalled £ 10.1
million compared with £ 5.8 for the whole of 1959.
In the coming months, the diamond ocutput may be
further enhanced as a result of the introduction of

better mining methods. A scheme is soon to be in-
troduced to give diamond mines loans to purchase
machinery, while officials of the Mines Department
will teach methods of gravel washing.

Diamond production in the countries of the for-
mer French West Africa has been confined to Guinea
and the Ivory Coast. In 1959 the combined output
of these two countries amounted to some 224,370
carats although this dropped to 192,200 carats in
1960. In Angola, where production has been increas-
ing steadily, it is envisaged that under the country’s
new five-year plan, intensive exploitation of mineral
resources would increase production substantially.

The sales of diamonds in 1960, made through
the Central Selling Organisation of De Beers, which
markets over 80 per cent of world production of
natural stones, reached a total of £ 89.7 million,
about £ 1.4 million less than the record figure of
£ 91.1 recorded in 1959. A new record was however
created in the sales of gem diamonds, which were
about £ 400,000 higher than the 1959 record of £
63.0 million. On the other hand, there was a slight

ecline in the sales of industrial diamonds which
fell from last year’s record of £ 28.1 million to £
26.2 million.
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TABLE A. 11L. 17

Sales of Diamonds, 1950 - 1960
(in £ million)

Gems Industrials Total
1950 38.3 12.6 50.9
1951 46.8 18.3 65.1
1952 45.8 238 69.6
1953 433 17.8 61.1
1954 45.6 16.5 62.1
1955 50.3 24.0 74.3
1956 50.5 24.0 755
1957 529 239 76.8
1958 49.5 16.1 65.5
1959 63.0 28.1 91.1
1960 63.4 26.2 897

Source: Economist Intelligence Unit, June 1961.

Figures recently published of total diamond sales
during the first quarter of 1961 indicate that some-
thing of a record has been achieved. The total of
£ 24.3 million reached during the first quarter of
1961 is £ 3.9 million greater than that realized in
the same period of 1960 and over £ 715,000 higher
than in the same period in 1959, which itself proved
to be a bumper year. The prices in the first half of
1961 continued firm, especially for larger sizes,
the offer of which has been almost constantly below
requirements, and no change seems to be expected
in the remaining portion of the year.

The most significant development in the dia-
mond industry has been the production of synthetic
diamonds. Synthetic stones have been produced in
the United States since 1957, although it had not been
seriously thought that production presented any im-
mediate threat to the level of sales of natural diat
monds. Recent developments in the field of synthetic
production have caused observers to review the pro-
spects of natural stones, and conclusions are now
more cautious. ‘

Two main items constitute this challenge: In
January 1961, General Electric Company announced
that they had made a synthetic stone one carat in
size: and although this is not commercially available.
it has caused some stir in the industry. Secondly,
followng disturbances in the Congo, and with agree-
ment of the operators of the Bajawanga mines, the
Société Miniere de Beceka in the Kasai Province of
the Congo, De Beers announced the installation of
a synthetics factory in Johannesburg. In the mean-
time mining operations have been resumed in the
Congo, where Beceka’s speciality is boact, the very
type which is being produced in the Johannesburg
factory.

However, the immediate prospects in the in-
dustry, based on the figures of the first half of 1961
and the level of activity in the machine tool industry
in the United Kingdom and America, are satisfactory
enough to countervail for the present speculation re-
garding the future of synthetics.

A—56



PART B: SPECIAL ARTICLES

Chapter B. 1

TRADE PROBLEMS

FOREWORD

The following article consists of four chapters
of a document (E/CN. 14/STC-WPCA 1), originally
presented as a working paper to the Working Party
on Customs Administration which met in Dakar from
the 9th to the 13 of October 1961. Three chapters
of the document of a merely technical character are
omitted in this article, which also incorporates some
new information received from participants to the

IN WEST AFRICA

Working Party, the report of which is submitted to
the fourth session of the Commission under symbol
E/CN. 14/138.

Much of the material presented in this article
was obtained from national customs administrations
in reply to a detailed questionnaire drafted by the
Secretariat of the ECA with valuable help from the
Secretariat of GATT. The text of the questionnaire
and of the replies can be obtained on request from
the Trade Unit of the Economic Comm:ssmn for
Africa.

INTRODUCTION

Geographical, political and economic factors

(a)

For the purpose of this paper West Africa co-
vers an area enclosed by the countries formerly part
of French West Africa and French Equatorial Africa.
The sub-region has the highest population demsity in
tropical Africa, but the population is unevenly scat-
tered.

Political frontiers in this part of Africa, as in
the rest of the continent, generally do not coincide
with natural geographical ones. Ethnic considerations
carried little weight during the “scramble for Africa”,
the boundaries very often being an expression of the
limits of military penetration. Almost all boundaries
were drawn between the Berlin Conference of 1884-
85 and the Versailles Conference in 1919. The former
declared that title to territory could only be main-
tained by effective occupancy, and by 1904 the politc-
al map of West Africa was entirely filled in.! Since
then only few frontier changes have taken place. The
most important ones were the division of Togoland
between a French and a British mandated territory
after the First World War and one part of Cameroun
under British trusteeship going to Nigeria and one
part to the former French trust territory in 1961.
Moreover there have been some changes in the ad-
ministrative divisions within the French colonial set-

T Harrison Church: West Africa p. XXV.
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up. These administrative divisions became national
boundaries after independence.

On the other hand, however, no other part of
Africa has probably experienced such profound
changes, both political and economical, in recent years
as has West Africa, Whereas only a few years ago
there was one independent state in the whole of
West Africa, there are now only a few colonial
enclaves left, and one of them, Gambia, has just star-
ted on the road to independénce. That leaves a few
Spanish and Portuguese territories with slightly more
than one per cent of the total population in West
Africa and less than one per cent of the area. The
rest is divided between 18 independent states popul-
ated by 77 million ihabitants, ie. around oue third
of the total population of the continent - of ' Africa.?
Few other regions in the world show such a multi:
tude of fairly small states both as far as productlon
and population goss. The only similar region of
some importance is Central America. Excludmg Ni-
geria one finds an average populanon in the mg:lepen-
dent countries of 2.3 million. "

Most of the countries can be divided mto two
groups: those belonging to the franc zone and those
belonging to the sterling area. Two countries, Liberia
and Guinea with together 5 per cent of -the West

2 At this point, however, it may on}y be prudent to
remember that recent population censusm aII ‘indicate 1hat
this estimate is on the low side, ;



African population, belong to neither. The former
uses the US dollar as national currency while Guinea
in 1960 introduced its own currency, which is fixed
at par with CFA francs.

Three independent countries and one dependency
belong to the sterling area. Together they have 45
million inhabitants or 57 per cent of West Africa’s
total population, Nigeria alone accounting for more
than three quarter of these, thus making her the most
populous state in Africa. A total of thirteen indepen-
dent countries belong to the franc zone, eleven of
them being former parts of French West Africa and
French Equatorial Africa. Two countries, Cameroun
and Togo, were previously trusteeship territories un-
der French administration. The most populous coun-
try in the franc zone is Mali with around 4.3 million
inhabitants. Here we also find the less populous in-
dependent country in West Africa, Gabon, with a
population of 420 thousand.

The economic structure is fairly similar in the
various West African countries as regards production.
The general setting is that of a subsistence economy.
The value of locally produced and consumed food-
stuffs far exceeds that of crops grown for exports.
But although the export sector so far occupies a
rather modest place in most countriesit has during
the last decades acquired a more important position
in a few coastal countries. Some of the most import-
ant crops of the region, like cocoa, palm kernels and
coffee, are almost entirely exported. But other export
commodities, like cotton, groundnuts, palm oil and
hides and skins, are consumed locally in considerable
quantities.The economies of the states in the franc
zone and of the Spanish and Portuguese territories
are far more closely integrated with France, Spain
and Portugal respectively than the sterling area coun-
tries with the United Kingdom. Exports are common-
ly directed to protected markets, and prices are fre-
quently far above levels prevailing in neighbouring
countries and territories.

Foreign trade plays an important role in the
economies of some of the West African states and
dependencies. But, contrary to what is usually assum-
ed, the value of West Africa’s foreign trade per
capita is significantly lower than the average for the
rest of tropical Africa. The range is. however, wide
and spans from a very low level in the landlocked
countries to a fairly high level in most of the coun-
tries and territories with easy access to the sea. The
foreign trade of the landlocked countries, all of them
in the franc zone, is usually characterized by long and
expensive lines of communications to the coast and
thus to the world commercial channels. In this con-
nection it should be remembered that the trade sta-
tistics are based on recorded trade figures and does
not take into account the unrecorded trade between
the various West African countries and territories.
But although it is generally believed that this un-
recorded trade takes on quite significant proportions
in some - and especially landlocked - countries, it
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would probably not materially alter the above con-
clusion. But even among the sea front countries the
range of the value of foreign trade per capita is like
one to sixteen. On the one extreme is found Dahomey
with an annual per capta recorded trade of slightly
less than US$ 13 and on the other end of the spec-
trum are the Portuguese territories Sao Tome and
Principe with an annual per capita trade of around
US$ 203. The average annual per capita trade of the
coastal countries (but excluding Mauritiana and Se-
negal for statistical reasons) amounts to around USS$
44, i.e. only somewhat below the average of USS$ 48
for the rest of tropical Africa,

In the years ahead also the countries now in the
eriphery of world and intra-regional trade will be
drawn into it. But here is an obvious disparity to be
expected between the more advanced West African
countries on the one hand and the less developed
ones on the other, as far as both production and
trade developments go. One of the decisive factors
has been and is the size of the prospective markets.
In West Africa there can be singled out at most
four or five countries with a manufacturing produc-
tion of some magnitude. And two of them, Senegal
and Ivory Coast, developed some industries with a
view to serve other countries of French West Africa.
With the partial breaking up of this market into
smaller units, they may be faced with the same
problem as ithe other West African states with the
exception of Nigeria: too small and too insufficient
markets for their products.

(b) Economic and financial importance of Customs
administration

As a rule under-developed countries derive the
bulk of their revenue from indirect taxation. As can
be seen from Table 1,° indirect taxes account for
more than 60 per cent of all budgetary income
throughout West Africa. Most of these taxes are
import and export duties; but even in the case of
other indirect taxes (especially excise duties in Eng-
lish-speaking countries and the flat-rate tax (raxe
forfaitaire) in French-speaking countries) collection
is frequently made by the Customs Administration.
Moreover, for practical reasons the duties are often
collected only on goods passing the Customs barrier.

It might be expected that, as the economies of
these countries develop, the share of indirect taxes
in general and of frontier charges®® in particular in
total revenue will progressively diminsh. But in actual
pratice no such tremd is observable in any West
African country for which appropriate statistical

3 Cf. Economic Bulletin for Africa, Vol. I, No. 2, pp.
16-18.

3b The expression “frontier charges” is used here to in-
dicate all duties and taxes collected at the border.



TABLE B.1.1

Indirect taxes as percentage of Government Revenue
in West Africa

Countries Year
Cameroun 19502 61.7
1953 60.6
1956 65.6
19582 62.0
French Equatorial Africa 1950 48.9
1952 470
1955 58.6
1958 56.0
French West Africa 1950 61.6
1952 60.8
1956 71.8
1958 73.5
Ghana 1950 68.5
1953 70.5
1957 77.1
1958 74.4
Nigeria 1953 64.9
1956 71.2
1958 69.2
Sicrra Leone 1950 50.6
1953 52.7
1956 60.2
1957 62.1
Togo 1950 59.6
1953 69.3
1956 82.9
1958 82.2
a Estimate

series are available. On the contrary, there are many
cases in evidence of increases in the share of frontier
charges - mainly because some direct taxes (partic-
ularly the poll tax) have been abolished or are pro-
ducing much less owing to the political situation.
Again, attempts to diversify taxation systems have
met with but little success in these countries, where
the inland revenue machinery is inadequate to seize
taxable goods outside the modern sector.

In these circumstances, it may be safely averred
that in the next few years the bulk of inland revenue
will still be derived from foreign trade and, hence,
that whether budget estimates can be realized or not
will very largely depend on the efficiency of the
Customs Administration. In view, moreover, of the
predominant role of governments in the economic
development of the region, it is no exaggeration to
state that the implementation of economic plans is
very much dependent on the smooth running of the
Customs.

It would nevertheless be a mistake to restrict
the Customs Administration to the mere role of pro-
vider of funds, though of course at the moment all

export duties and most import duties are purely
fiscal in nature.* This situation is, however, changing
and will change still more as progressive industriali-
zation necessitates some form of protection for new
industries, as well as incentives for them in the form
of exemptions, drawbacks and other Customs con-
cessions granted in industrialized countries. This trend
is liable to impose on Customs Administrations tasks
for which they are at present ill-prepared. This is
especially true as applied to quantitative restrictions
introduced to foster a selective imports policy rather
than, as in the past, as a method of discriminating
against imports from certain sources., Lastly, as we
shall see later, the possible establishment of region-
al economic groupings in Africa will also entail con-
siderable labour for Customs Administrations.

The traditional organization of the Customs in
West Africa was based on the idea that import and
export operations on a commercial scale were con-
fined to the seaports. Accordingly, as emerges from
the analysis presented below,” only the Customs
offices in the great seaports were empowered and
equipped to clear goods through Customs on the
basis of written declarations. In addition, they dealt
almost exclusively with the great import-export hou-
ses, so that relatively few qualified officials (generally
expatriates) sufficed to cope with trading operations,
while the remainder were confined to prevention
work.

This situation is rapidly changing, and the
change will demand a thorough re-adaptation of
Customs Administration. In the first place, with the
development of road transportt parallel to the coasts,
the ports have no longer a monopoly of trading
operations, even in countries bordering the sea. The
trend away from such a monopoly has been further
strengthened by the establishment of independent
Customs Administrations in inland countries.” Trade
between the countries of the region, the expansion of
which is obviously of the highest importance for
their economic development, will obviously use land
communications to a considerable extent. Again,
there is a definite enhancement observable in the part
played by African trade (whether private, co-opera-
tive or State-controlled) in import and export trans-
actions. This trend is clearly going to complicate still
further the task of Customs Administrations, as they
will be dealing with a large number of traders with
little experience of modern trading methods. By cop-
ing resolutely and sympathetically with their increas-
ed tasks, the Customs Administrations can, by their
example and advice, give a new impulse to improve
the technical skill of the African traders, and, thus
the economic development of the region.

4 See Analysis of Rates.

5See Customs Organization.

6 Cf. Transport and Economic Development in West
Africa (E/CN. 14/63)..
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PREFERENTIAL SYSTEMS AND THEIR APPLICATION

(@} The Customs Union of West African States

1.  Situation before the territories gained their in-
dependence.

- It may be of value to recall briefly the system
that obtained in French West Africa. French West
Africa was a Federation of eight territories: Daho-
mey, Guinea, the Ivory Coast. Mauritania, Niger,
Senegal, Sudan and Upper Volta. The Federation had
its own independent tariff, i.e. one different from the
French tariff. The application of that common tariff
entailed the collection of duties and taxes at the
outer frontiers of the Federation. But products from
France, Algeria, the overseas departments and other
overseas territories were admitted free of duty.! this
being offset by the duty-free admission of goods
from the Federation to the aforementioned countries
and territories.

However, the tariff preference was not the same
on both sides, as the Metropolitan Customs duty
rates were appreciably higher than the Federation’s,
which were around 5 per cent ad valorem, rates
between 10 and 25 per cent being levied on only a
few products.

Owing to the almost complete predominance of
seaways over other means of communication, the
development of the Customs infrastructure in the
coastal areas and, in particular, in the great seaports
was favoured in comparison with territories lacking
direct access to the sea. Their privileged position
had its repercussions, not only as regards Customs
clearance of goods, but also in the commercial and
industrial spheres.

However, the operation of the Federation’s
Customs system raised no serious problems in the
sharing of proceeds, as these were paid into the
“Federal Budget”, part of whose surplus had to be
refunded to the territories on lines laid down at
Dakar by the Federal Assembly (Grand Conseil).?

Accordingly, when independence came, the coast-
al States enjoyed in the Customs and trading fields
such advantages over the inland States as to create
an initial imbalance, which as we shall see later.
produced certain difficulties.

2. The Customs Union of West African States

The constitutional changes of 1958-59 tore as-
under what remained of French West Africa’s juridic-
al framework, With a view to conserving the advant-
ages of a great economic entity, the countries of the
former Federation, with the exception of Guinea, on

11e. of Customs duties proper, which constitute only a
small part of total frontier charges. For an analysis of
all duties, see Analysis of Rates,

2 Notes d'information et statistiques de la Banque Cen-
trale des Etats de I'Afrique de I'Ouest, No. 52, November
1959, p. 4.

9 June 1959 concluded an agreement on the establish-
ment of a Customs Union. Within the narrow scope
of this study we can quote only the basic provisions
of that Agreement, as follows:

Article 1

The signatory States form a total Union among
themselves. This Union shall cover all entry and
exit duties levied on products and goods moving
from or to the said States. No tax or Customs duty
shall be levied on trade between the signatory States.
Only taxes in force at 31 March 1959 on trade with
non-signatory States shall remain in force. Any
change in these or the introduction of new taxes
shall be effected by joint agreement.

Article 2

The proceeds from taxes and duties levied in
connexion with export and import transactions in the
signatory States shall be so shared as to ensure that
each State receives its dues in full. To that end, it
is agreed to set up, in two or more States, joint
commissions whose function it shall be to make a
gross distribution of taxes and duties based on Cus-
toms declarations, information gleaned from traders
in each State and any other relevant data. Two or
more States may agree on joint investigation and
controd procedures. Refunds to States shall be made
quarterly.

Article 5

There shall be set up a Customs Union Commit-
tee, comprising one representative per member State,
whose decisions shall be binding on each signatory
State”.

The aim of the signatories to the Agreement
was apparently to preserve the basic Customs struc-
ture of former French West Africa. But the Agree-
ment did not specify how the new Customs Union’s
thorniest problem, the sharing of proceeds, was to
be solved. Article 2 was certainly an effort, but a
rather vague one, in that direction. The present situa-
tion, the main characteristics of which we shall try
to outline below, is largely a result of that vagueness
and of the imbalance between the coastal and the
inland States.

3.  Recent developments

Some bilateral arrangements were concluded in
implementation of the Customs Union Agreement.
Without going into details, it may be said that two
methods were used: distribution at a rate fixed in
advance (between Dahomey and Niger, Senegal and
Sudan, the Mali Federation and Mauritania) and ad
hoc distribution on the basis of information prepared
by each party (between the Ivory Coast and Upper



Volta, Niger as well as Dahomey).? Coastwise trade
between the coastal States of the Union raised no
special problems, since the sums due by the re-ship-
ping State were easy to determine from the document
{transire or Customs bond) accompanying the goods
re-shipped, on which the duties levied were shown.

The same did not apply to overland traffic, the
lack of objective means of investigating which was
aggravated by the fact that members of the Customs
Union were pledged “not to set up posts for check-
ing their trade on their common boundaries”?
Furthermore, the practical methods laid down for
operating the refund systems led to collisions and
friction. One final factor influenced adversely the
Customs Union, namely, the growing disparity be-
ween the indirect taxation systems of the member
countries, which will be examined later.

It is therefore not surprising that towards the
end of 1960 the gross refund systems disappeared
(except in the cases of Mauritania and Senegal) and
that Customs barriers were established along the in-
land frontiers of almost all the member States. Ac-
cordingly, at the present juncture, the inland States
are trying to collect taxes and duties direct at their
own frontiers. This development should normally
encourage the forwarding of goods to the inland
countries under the transit system, which was hardly
used under the French Federal Structure. and have
as its corollary the establishment of Customs ware-
houses and services. At the same time the new arrang-
ements have the drawback of making it almost im-
possible to supply the inland countries with goods
already cleared by Customs in the coastal countries,
except at the cost of double taxation. The refund of
duties already levied by the coastal countries is.
where practicable, a long and complicated procedure.
Hence it is in the interest of regular supplies for the
inland countries to develop the various types of
warehousing in the ports.

At its present stage of development. the Cus-
toms Union of West African States is more like a
free trade area than a genuine Customs union. In
actual practice only the following products can move
freely from one member country to another:

(a) natural products originating in the countries;

(b) goods manufactured in the countries from
such products;

{c¢) goods manufactured in the countries partly
or wholly from raw materials not origin-
ating there (though this concession does not
exclude the levying of duties on the raw
materials used in producing the goods).

3In addition to this ad hoc distribution, there existed
among the Entente countries parties to the Agreement a
Solidarity Fund, mainly financed by the Ivory Coast, the
beneficiaries of which were Dahomey, Niger and Upper
Volta. The Fund was designed to offset the losses of the
latter countries in inland revenue due to the Customs Union.

4Cf. Compendium of decisions taken by the Customs
Union Committee at its first session, held at Abidjan on
17 and 18 November 1959,

§

(b) The Equatorial Customs Union

1.  Situation before the territories gained their

independence

The States in this region -— i.e. the Republics
of Chad, Congo, Gabon and Central Africa — for-
merly constituted French Equatorial Africa, which
also had its own independent tariff, although the
position was much different from that in what was
then French West Africa; for a goodly part of French
Equatorial Africa lay in the conventional basin of
the Congo, which is still governed by Act of Berlin
of 26 February 1885, the Lisbon Convention of 8
April 1892 and the St. Germain Convention of 10
September 1919. Under the provisions of these agree-
ments, which applied to the whole of French Equa-
torial Africa, the latter could not grant to the
Metropolitan France exemption from Customs duties.
At the same time its own products were admitted
into France free of duty.

Contrary to what happened in French West
Africa, no real state of imbalance arose in the eco-
nomic development of the Equatorial territories, part-
Iy because development was rather slow and partly
because duties were not all collected at the outer
frontier, as there were organized fransit routes, such
as that from Pointe-Noire to Bangui, Here, too, the
sharing out of revenue was in the hands of the Fe-
deral authorities.

2

The Equatorial Customs Union

After the break-up of French Equatorial Africa’s
juridical framework, a Convention on the organiza-
tion of the Equatorial CustomsUnion was concluded
on 7 December 1959 between the four States above-
mentioned. Its basic purpose was to maintain a terri-
torial entity within which produce, goods and capital
would continue to move freely.

To that end, the States pledged themselves, inter
alia, to maintain and apply common laws and re-
gulations on import duties and taxes, existing laws
and regulations being kept in force for the purpose.
Any changes subsequently proposed were to be sub-
mitted to the Steering Committee of the Union, only
those unanimously - approved being enforceable.

Two complementary systems are prescribed for
the sharing of revenue. First, proceeds from import
duties and taxes are paid to the State in which the
goods are declared as to be consumed. Secondly, a
certain proportion of the duties and taxes (at present
20 per cent) is paid into a Solidarity Fund, the
percentage being fixed each year by the Steering
Comunittee. The yield from this Fund will be return-
ed to the States in accordance with a distribution
chart, also laid down by the Committee.

The bulk of Solidarity Fund (at present some
85 percent), corresponding in 1961 to some 700
million CFA francs, goes to the Chad and the



Central African Republic. This is meant partly to
compensate for inacouracies in reporting final destin-
ation of imports and partly to help the industrially
less well situated members of the Union.

One of the most important and the most original
parts of the system relates to industries working for
the local market. These industries do not pay any
import duties of indirect taxes on their inputs, these
being replaced by a tax on output (“taxe unique”).
The enterprises have to report sales within the cus-
toms union on a territorial basis and the proceeds
of the tax are refunded to the country of consump-
tion. Accounts of wholesale traders are also kept on
a territorial basis as far as locally manufactured
goods are concerned.

The other provisions of the Convention deal
with tax co-ordination, the powers of the Steering
Committee etc.. There is an annex containing a list
of the Union’s joint Customs offices.

The machinery introduced by the authors of the
Convention appears to have functioned fairly satisfac-
torily so far, the main reasons for that sfate of
affairs lying in the following facts, First, the obliga-
tion to state the country of final consumption in the
Customs declaration ensures prompt payment to the
consuming State. Secondly the fact that there are
Customs offices in the inland States has resulted in
the transit system being used on a pretty wide scale.
Again, the use of joint Customs offices has helped
to create an atmosphere of mutual confidence.

3. Recent trends

However, the need to foster the economic dev-
elopment of a region comparatively ill-favoured by
nature has forced the competent authorities to plan
a complete re-organization of the Union, so as to
give it more cohesion and, hence, more strength to
face the outside world. The intention to do so assum-
ed really concrete shape at the close of the Con-
ference held at Bangui in June 1961,

The main decisions taken at Bangui were as
follows :

@)
®
©

Y

Gradual inclusion of Cameroun in the Cus-
toms Union;

Early conclusion of a trade agreement to
foster trade with that country;

Preparation, for adoption in early 1962, of
a new common external tariff;

Harmonization of internal taxation systems
and investment procedures.

5The value of this statement is of course not absolute.
Allowance must be made for (1) false declarations made
to take advantage of differences in the States’ internal tax-
ation system and (2) subsequent changes in the destination
of goods due to force majeure (¢.g. emergency replenishment
of stocks during the year).

6 BEspecially via Pointe-Noire, Brazzaville and Bangui.
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Trade between Cameroun and the Equatorial Cus-
toms Union has hitherto been governed by a Con-
vention (of 17 March 1955) which provides for duty-
free admission of certain products within the limits
of annual quotas. This Convention will be replaced
by the one concluded at Bangui.

The most important feature of the trade agree-
ment is the establishment of two lists of products
{not yet finalized).

List A will include all national products origin-
ating in the two countries for which trade should be
entirely free. List B will contain products manu-
factured locally, partly or wholly with imported raw
materials. For these products, the arrangement will
somewhat differ from that obtaining at present in
the Equatorial Customs Union in that taxes will be
collected at the border of the importing country and
will be lower on imports to Cameroun than on those
to the Union. In fact the exports on list B of the
Union will be exempted from the “taxe unique” to
be collected directly by the Cameroun, whereas the
Union will collect the uniform purchase tax (faxe
forfaitaire) on imports from the Cameroun.

(¢) The prefential application of gquantitative
restrictions ‘

The Customs Unions described in preceding
sections are fundamentally concerned with tariffs and
do not apply their own independent quantitative res-
trictions. Only as members of the franc zone do the
countries belonging to these Unions (as well as Ca-
meroun and Togo) impose quantitative restrictions
of varying range to imports from countries other than
France and other members of the franc zone.” The
existence of these restrictions raises a very delicate
problem from the Customs point of view. Import
licences obviously cannot be discharged or the ex-
change regulations bound up with them applied un-
less there is a written declaration backed by invoices
and other documents proving the origin of the goods.
As will be explained later,® overland traffic enjoyed
a variety of concessions outside the generael ex-
change control rules. The abolition of these conces-
sions,’ unless accompanied by the setting up of off-
ices with full powers at the main inland frontier
crossings, might result in the elimination of all legal
overland trade between the Franc Zone and other
countries of the region. The difficulties met with in
applying this comparatively simple check of origin
to overland traffic give an insight into the Customs
problems that any free-trade area in West Africa
would have to face. While it is true at the moment
that there is very little intra-African trade in locally
manufactured goods, the situation may evolve
rapidly. '

7 Cf, Economic Bulletin for Africa, Vol. I, No. 1, p. 57.

8 Customs Organization,

51t is generally acknowledged that these concessions gave
raise to many abuses. ’ Co



Although there is still. theoretically, licensing of
imports from Japan and the Dollar Area, quantitative
restrictions have but little practical importance now
in those countries of the region that belong to the
Sterling Area. Moreover, even in the past, the applic-
ation of these restrictions raised no difficulties like
those experienced in countries of the Franc Zone,
since manufactured products cost appreciably more
there. :

(d} Recent trends in preferential arrangements

The most important change in the countries of
the franc zone is a result of the progressive applica-
tion of the Treaty of Rome.!® The countries belong-
ing to the Customs Union of West African States
have all made two straight reductions of 10 per cent
in Customs duties (in the strict sense of the term)
on imports from members of the Common Market
other than France, and some have also decided upon
a third reduction, All countries associated with EEC
have raised their quotas on imports from the Common
Market, France having made the necessary currency
available.

Within the framework of the African and Mala-
gasy Organization for Economic Co-operation (Or-
ganisation Africaine et Malgache de Coopération
Economigue (OAMCE)), of which eleven of the West
African countries associated with EEC are members,
plans are under study for the establishment of a kind
of “preferential zone”, Over and above these plans,
which are rather vague at the moment, there are
suggestions for a Customs Union, outlined in the
recommendations adopted by the experts of the Mon-
rovia group at Dakar in July 1961. That group com-
prises, in addition to the members of OAMCE,
countries situated outside West Africa, as well as
Liberia, Nigeria, Sierra Leone an Togo.

The abolition of Customs barriers on 27 June
1961 between Ghana and Upper Volta created an
entirely new situation in this part of the sub-region
although quite a number of practical details have

10 See also documents E/CN. 14/72; E/CN. 14/72/Add. 1
and E/CN. 14/139.

still to be worked out. The main features of the new
system can be summarized as follows:

(a) Customs posts are replaced by statistical
checking points where movements of goods
have to be reported by traders and travel-
lers.

{(b) On the basis of the statistical evidence
Ghana refunds to Upper Volta 90 per cent
of the duties raised by her on these goods
if they are imported from overseas. The
same applies to the export duty on cattle
which was previously collected by Upper
Volta.

(c) Exports of imported goods from Upper Vol-
Volta to Ghana are prohibited as well as
re-exports to other countries of goods im-
ported from Ghana.

The whole arrangement was elaborated at a time
when the Ghana tariff was significantly lower than
the tariff of the West African Customs Union as
applied by Upper Volta. The subsequent increase in
duties!? and introduction of purchase taxes in Ghana
changed the picture notably.

Lastly, at the meeting of experts of the Casa-
blanca group (which includes three West African
countries : Ghana, Guinea and Mali) a resolution was
adopted providing for the gradual abolition of Cus-
toms barriers and of quantitative restrictions among
the member countries over a period of five years
beginning on 1 January 1962,

It emerges from these few brief particulars that
plans for new economic groupings are in a rather
fluid state, not only in West Africa, but throughout
the continent. Purely “Customs™ aspects of the pro-
posals seem hardly to have been touched on, except
under OAMCE auspices. But at any rate the simul-
taneous existence in West Africa of several dovetail-
ing or superimposed Customs Unions is liable to
lead to serious technical complications. Moreover, the
economic content of Customs Unions that embrace
isolated countries remote from their centres of grav-
ity may be legitimately questioned.

11 See Analysis of Rates.

CUSTOMS ORGANIZATION

(@) Salient features of the frontiers between the
West African States

The artificial and irrational nature of frontiers
in West Africa has been the subject of repeated
comment.! The lack of regard for ethnic or topo-
graphical considerations in «drawing these frontiers
has often resulted in the separation of economically
complementary regions.

1 See also: Introduction and “Transport Problems in Re-
lation to Economic Development in West Africa” E/CN.
14/63, pp. 8 and 9.
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The traveller from south to north in West Africa
passes in turn through a variety of vegetation zones,
the most typical of which are the rain forest, the
savannah, the thornland and the Sahara desert, These
vegetation contrasts? have led to the development of
large-scale traditional trade: from north to south in
cattle, fresh-water fish, cotton and grains and in the

2The contrasts are accentuated by certain peculiarities
of the region. For instance, the tse-tse fly makes catfle
rearing very difficult in the forest area, while the abundance
of fish in the Niger delta and in Lake Chad gives rise to
large-scale fisheries, even conducted by small concerns.



opposite direction in kola nuts and imported manu-
factures.> These trade exchanges have been further
strengthened by seasonal migrations, which add to
the nutritional deficit in the coastal areas and enable
migrant labourers from the interior to buy manu-
factures to take back home.

During the colonial era, these exchanges were
hampered — and then to a very limited extent —
only by a few frontiers going East-West (Ghana -
Upper Volta, Nigeria - Niger). The difficulties en-
countered by the West African Customs Union* have
recently brought up the question of the organization
of all the frontiers running parallel to the coast.

With the exception of kola nuts, there is very
little trade in locally produced goods between the
coastal countries. The fact that the scuth-north front-
ters have nevertheless acquired great importance for
Customs Administrations in West Africa is due to
the extensive smuggling encouraged by disparities in
import duties between the various countries, which
are dealt with in Analysis of Rates.

From the point of view of prevention, it may
prove uséful to divide the frontiers into two groups:
marine frontiers and land frontiers.

1. Marine frontiers

The West African coast is greatly indented by
innumerable lagoons; it is also often flooded. The
existence of the well-known surf makes landing diff-
icult outside the few natural and artificial harbours,
though the surf can be canoed without too much diff-
iculty. It is not inconceivable that at some future
time the need to prevent landings of smuggled goods
will face the preventive service with an awkward
problem. as in Nigeria at present.

2

i s

Land frontiers

It is not possible to describe in a few words the
characteristics of the extremely diverse land frontiers.
It can nonetheless be said that crossing outside the
traditional routes or paths in the forest area is made
rather difficalt by natural obstacles, though the
lagoons and creeks bestriding the frontiers provide
ideal passage for small boats. In the north the natur-
al necessity to keep to the routes does not exist to
the same degree; but there low population density
tends to limit the exchange of goods.

It is necessary, however, to stress one factor of
prime importance to the Customs prevention on the
land frontiers in West Africa. The existence of
under-employment, combined with small monetary
earnings, makes smuggling attractive, even if profits
are trivial. When thousands of persons are ready to
transport goods over long distances on their heads or
on bicydles for a meagre rate of return, control limit-
ed to roads only is inadequate to stem smuggling.

3 For more information and details, see Notes d'informa-
tion et statistiques de la Banque Centrale des Etats de
I'Afrigue de FQuest, No. 72, juillet 1961,

4See also Preferential System and their Application.

(b} Organization of Customs clearance of goods

Nearly all Customs Administrations are torn
between two ocontradictory demands. On the one
hand, they have to adapt their services to the needs
of commerce and industry; on the other, they are
expected to perform their tasks with the utmost econ-
omy. The gap between these two requirements is
especially wide in West Africa on account of the
limited means put at the disposal of the Customs
Administrations,

It is therefore not surprising that the colonial
Customs Administrations concentrated their facilities
of all kinds and almost all their qualified personnel
on the sea ports. The concentration of collection
facilities offered and still offers certain advantages,
such as efficient use of staff in general, enhianced by
the concentration of traffic. As to the land frontiers,
they may be said to have been forsaken for a long
time; there are few, if any, fully competent Customs
offices on them, amd even the number of preventive
posts is limited.

It is accordingly not astonishing that in the coast-
al countries the bulk of receipts is collected by
Customs at seaports. In the landlocked countries, the
few Customs offices located at main railway stations
or the termini of road or river comumunications play
a similar role, but their work is seriously hampered
by the shortage of qualified staff.

(¢) Functions of Customs offices

The fully competent Customs offices are in principle
equipped to deal with all Customs transactions on
the basis of written declaration, including, for the
countries in the Franc Zone, transactions pertaining
to control of restrictions and prohibitions.’ In prin-
ciple, the Customs posts control only non-commercial
traffic; but this is of special importance in West
Africa, as it in fact comprises the bulk of the traffic
between the States of the region (African trade).
There are also a few preventive posts with mobile
units attached to them.

(¢c) Frontier traffic

One of the most confusing and controversial
aspects of Customs Administration in West Africa is
the problem of “frontier” or “traditional” traffic.
These words conceal a series of very varied trans-
actions. There is first of all petty frontier trading

5By this is meant only control of foreign trade and ex-
change. Within the framework of this study no account is
taken of special prohibitions and restrictions (for instance
on matches, arms, beverages etc.).



between the people living along the borders, who
need to get their supplies from not-too-distant places.
In West Africa it was customery to include in the
definition of “frontier traffic” the limited trading
engaged in by African peddlars or shopkeepers oper-
ating in or near the frontier areas. This local trade
exists side by side with the more extensive trade in
local produce referred to above.

On the whole, this traffic may be said to have
raised no particular problems in the English-speak-
ing countries.® This was primarily due to the fact
that local products were cxempted from all duty.
Secondly, purchases of manufactures in neighbouring
countries were rather limited because of price diff-
erences. This situation enabled the Customs Admi-
nistration to be very tolerant towards petty tradi-
tional trading. However, as neither a written decla-
ration nor an invoice was required, this tolerance
has in some limited degree favoured imports of goods
osriginating in third countries and cleared at a value
much below the real one.

In the French-speaking countries, on the other
hand, “frontier traffic” raised and still raises thorny
problems. When exchange formalities were introduc-
ad, it was decided that traditional petty trading
setween French and British territories should be ex-
»mpted. But restrictions were placed on this traffic,
wnd on import a docurmnent had to be produced cert-
fying previous export, according to the principle of
‘compensated trade”. The aim was to maintain the
raffic at its previous level.

It would appear that this traditional trade has
:xpanded, mainly because it has not been subject to
:xchange control and quantitative restrictions. This
‘act, together with the clearance procedure followed
‘or frontier traffic (no“regular™ invoices, oral decla-
-ations etc.) and the shortage of Customs technical
staff, has given this trade such advantages that the
srices charged are unrivalled. The working out of
srice lists by the Customs Administrations has so
‘ar failed to establish more normal conditions. :

It is therefore not surprising that, after trying
n vain to regulate and narrowly confine “frontier
raffic”, the Ivory Coast and Senegal have finally
vithdrawn all tolerance for it. In the Ivory Coast,
n particular, formalitics for imports by road or
agoon are now identical with those for “established
rade”, and especially exchange formalities. In Se-
1egal, the latest “‘compensated trade” regulations are
jo restrictive as regards both authorizations and the

restrictions - and: absolute prohibitions.” In view of
inadequate frontier control, which is dealt with later,
thése measures are liable — at least at present —
to: transform’ “frontier traffic” intoc pure smuggling.
If;.on-the other hand, preventive measures should be
considerably strengthened, the result might be a parti-
tioning very detrimiental to the interests of the whole
region, unless constructive steps were simultaneously
taken to promote intra-African trade.

1t is well to remember that “frontier traffic” is
at present completely free within the two Customs
Unions and “that ‘it enjoys appreciable facilities be-
tween the Equatorial Customs Union and Cameroun.

(e} Frontier control

Even at the time when the only Customs in West-
Africa was that which separated the French terri-
tories’ from other territories, frontier control was
notoriously insufficient. The recent raising of new
barriers has merely worsened the situation, as there
has been no corresponding increase in staff. It is
evident from the answers to the questionnaire that
even on the parts of the frontiers that are best con-
trofled, sfaff does not exceed 30 per 100 miles, the
national average everywhere being less than three —
and in some countries even below one.

~ Faced with this situation, the responsible autho-
rities have tried, despite shortage of funds, to take
steps to improve the efficiency of the preventive ser-
vice, especially by concentrating effort on the most
“sensitive” and “open” frontier zones. They have also

~ started reorganizing their services, creating mobile

wumber of permitted crossing points that in practice

he tolerance has lost all importance. While in the
vory Coast these measures are primarily intended
o protect established trade, which is the principal
wource of fiscal revenue, in Senegal the protection of
ocal industries would also appear to have played a
sertain role. considering the scope of gquantitative

6§ With the exception of Ghanaian frontier traffic with
Togo. -
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units, provided with modern vehicles and equipment,
to operate on certain through roads. The fact that
the efficiency of the preventive service remains rather
limited. can be explained by two particular factors
which .add to the obstacles enumerated in section (a)
of this chapter.

To begin with, the frontier concept is rather new
in Africa and quite vague for most people. It is the
more unreal in that only a few people with inside
knowledge can tell the exact border line. The result
is — and this is the second factor — that public
opinions .does not disapprove of smuggling, so that
repression is often very difficult.

It is dlear from the answer to the questionnaire
that smuggling and fraudulent practices constitute an
gconomic. problem of prime importance in West Afri-
ca. The smuggling .of imported goods takes on enorm-
ous proportions in all inland countries as well as in
Dahomey .and Togo. And it is far from negligible in
practically all other French-speaking countries.®

- 78enegal is the only country in French-speaking West
Africa that applies absolute prohibitions, (i.e. applies them
also to products originating in the franc zone) with the aim
of protecting local industries. Cf. Décrer No. 61-194
M.CT. of May-1961. o

8 For a description of the price disparities which are the
driving»forqe behind - the smuggling, see Analvsis of Rates.



However, in some of these countries abuse of “front-
ier traffic” has caused more loss of revenue than
smuggling proper. In the English-speaking countries
smuggling is concentrated on a limited number of
imported goods; but it may sometimes take on com-
siderable proportions for export produce when the
producer prices are higher in neighbouring countries.

() Personnel problems

Personnel problems have not been tackled within
the framework of this survey, except where they affect
the efficiency of the preveative service. As was shown
above, the inadequacy of staff (and funds) has, from
this point of view, been glaring. If emerged from
discussion with responsible Customs officers during
the survey that the staffing problem makes itself felt
at both the higher administrative and technical levels.
This fact is further aggravated by the departure of
expatriate officers who cannot be immediately re-
placed by sufficiently experienced African personnel.

It is not easy to remedy this state of affairs,
there being two types of obstacle in the way. As far
as concerns recruitment, it is difficult to find can-
didates with the indispensable minimum of formal
education. This is explained partly- by the position
of the Customs as a poor relative within the Admi-
nistration. The lack of consideration is reflected, not
only in clearly inadequate salaries® and extremely
limited chances of promotion in comparison with

other services, but also, as often as not, in the
assignment of dilapidated premises and equipment
hardly flattering to the prestige of the service.

Again, with due regard to the complex tasks
entrusted to the Customs appropriate training should
be provided for newly enrolled personnel. Such train-
ing, partly theoretical and partly practical, might,
especially for technical staff, be stretched over a
number of years. But there is now in West Africa
no real Customs school. Tt is true that courses are
organized by some Customs Administrations; but
they seem inadequate in present circumstances, and
especially in the light of probable future changes in
the Customs field. Furthermore, a handful of technic-
al staff has so far been trained in Burope.

To sum up, personnel problems are of two
kinds: (1) staff must be increased and (2) training
must be improved, especially on the theoretical side.
But the latter aspect should be given priority, as it
would be futile to engage more staff if the necessary
training facilities do not exist, Moreover, it may also
be found essential to improve the skill of African
staff already in the service. Thus, there is the urgent
need to find a solution to the problem of vocational
training for Customs personnel. Some suggestions on
that subject will be found at the end of this report.

9 Inadequate salaries and recruitment difficulties also
make the fight against corruption among middle and lower
staff very difficult.

ANALYSIS OF RATES

(a) Fundamental principles

Generally speaking, import duties and taxes
collected may be said to have been in the first place
basically fiscal in character. But within the franc
zone Customs dues proper (though, as we saw
above, rates were low) had already assumed in
the French West African territories a protective
character for the benefit of France and the rest of
the Zone. The same can be said for relations between
Gambia and Sierra Leone, on the one hand, and the
Commonwealth, on the other.

Gradually, with the introduction of local indus-
tries, dues collected at the frontier on imported pro-
ducts similar to those manufactured in countries of
the region have become more or less markedly pro-
tective in nature. Moreover, in Ghama and Nigeria
certain duties have been raised to protect new in-
dustries. As regards members of the Customs Union
of West African States, the main beneficiaries of this
form of protection — which, as we have already
seen,! has been further strengthened by restrictions
or prohibitions — are the more industrialized coastal
States. It will be seen later that the local industries

1See also Preferential Systems and their Application.

enjoy other special facilities as regards the imported
products they process.

Aside from the purely fiscal reasons that there.
fore still seem 1o predominate, other considerations
have also come into play in the fixing of rates ir
some countries. For instance, account was taken ol
the extent to which products were worked (ex-Frenct
West African tariff). The desire to encourage invest
ment and industrial equipment is also playing ar
increasing role in the fixing of certain rates in al
West African countries.

Lastly, several States, and in particular Came
roun and Togo, have been guided by the desire tc
keep the cost of living as low as possible,2 among the
results being low, or no, taxes on essential commod
ities and high taxes on luxury products.

(b) Nature of duties applied

West African  tariffs include ad valorem
specific and mixed duties. The following table give
some idea of their relative importance.

2In the coastal countries, where foodstuffs are largel
imported, taxes on such products bave a decisive influenc
on the cost of living.

B—10



TABLE B.1.2

Nature of the Duties applying to the Various

Categories of Imports

Country

Ad Valorem

Specific

Customs Union

West African
States

Toga

Equatorial

Customs Union

Cameroun

Gambia*

Ghana

Nigeria*

Sierra Leone*

Vast majority
of products

Vast majority
of products

Vast majority
of products

Vast majority
of products

approx. 60%

289, of recoipts

approx, 30%

approx. 53%

Allcoholic beverages

Motor fuels

Kola

Tobacco & cigarettes Matches

Cattle

Kola

Sugar

Alcoholic beverages
Tobacco & cigarettes
Motor fuels

Certain alcoholic beverages
Tobacco & cigarettes
Motor fuels

Alcohols
Tobacco & cigarettes
Motor fuels

approx. 40%

Tobacco Rice  Kola
Matches Wine Flour
Beverages & wpiritous liquors
Motor fuels & lubricants
Cotton or synthetic yarns

52%

approx. 40%
Alcoholic beverages
Cinematographic films
Matches

Motor fuels

Tobacco

Certain cotton or synthetic yarns

449

Tobacco Matches Motor fuels
Beverages & spiritous liquors
Cinematographic films
Certain piece goods

Certain cotton, wool & silk yarns

Mixed
Products Methods
Some fabrics Ad valorem
Haosiery duty with
Spiritous specific
perfumes minimum

Ethyl alcohol

Spirituous liquors
Wineg
Certain cotton fabrics

Fruits prepared
or preserved
with alcohol

Spirituous
perfumes

20%

piece goods &
articles made
from them

approx. 309
Certain alcoholic
beverages
Clothing &
underclothing
Watches

Edible oils

Piece goods
Centain foodstuffs
Galvanied sheeting
Umbrellas, parasol

Clothing &
underclothing
Cosmetics
Perfumes

Ad valorem
duty with
specific
minimum

Ad valorem
duty with
specific minimum

Ad valorem
duty with
specific minimum

Ad valorem
duty with
specific
minimum

(1) specific comb-
ined with ad va-
lorem maximum

(2) in one case: ad
valorem rate with
specific maximum

Ad valorem
duty with
specific
minimum

Ad valorem
duty with
specific
minimum

* The percentages given indicate an order of magnitude referring to the number of items.
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So in this field also a marked difference is to
be noted between the English-speaking and French-
speaking countrics, Whereas in the former the three
collection system occupy a roughly equivalent posi-
tiom, in the latter the ad valorem system is far ahead.
The importance of the three systems, it may be add-
ed, is liable to be modified by the fact that certain
products taxed ad valorem are so taxed on the basis
of official market values, in which case the ad valo-
rem duty comes very near in practice to a specific
duty.

The predominance of ad valorem duties in the
French-speaking countries is probably explained by
the price instability that characterized the post-War
period, that system of collection being the most prac-
tical in the ciroumstances, since the amount of duty
is automatically adjusted to price variations. As to
specific duties, they are as a rule more suitable for
mass-consumption goods (e.g. motor fuels), the unit
prices of which are comparatively low and stable;

they are, morcover, easy to collect. Mixed duties
should, in view of their complexity, be the excep-
tion, as calculating them demands two separate oper-
ations, which is no way of facilitating the service.
It should be added that in most of the French-speack-
ing countries the collection of specific duties results
in an overall mixed collection system, as these are
normally fiscal duties, the other duties remaining ad
valorem.

(¢} Range of duties and taxes collected on entry

Considering the complexities entailed in collect-
ing duties and faxes in certain countries of the region,
it was thought worth while to prepare a comparative
chart of the various duties and taxes collected by the
Customs Administrations. To avoid complicating
matters, minor and special duties and taxes have been
disregarded (e.g. statistical tax, plant taxes etc.).

TABLE B.1.3
Duties and taxes collec.ed on entry
Internal

Uniform taxes:

purchase Purchase turnover

tax or Tax on tax tax, “Highway

Fiscal Customs uniform value (differen- luxury Fund”
Country duty duty surtax added tiated) tax etc. tax
Ivory Coast X X X X X
Dahomey X X X
Upper Volta X X X
Malj X X x
Mauritania X X X X
Niger X X X X
Senegal X X X X
Togo X X X
Equatorial Customs
Union Xa X X (Gabon)

Cameroun x?b X
Guinea Xe€
Gambia % X
Ghana xd %
Nigeria xd
Sierra Leone X
Liberia xd X X X

a*Entry” duty b “Import” duty

The above table brings out the remarkable com-
plexity of frontier charges, particularly in French-
speaking countries and in Liberia. There is no doubt
that this causes serious inconveniences primarily for
the Customs Administrations responsible for the coll-
ection of the charges, but also for the taxpayers care-
ful at his pennies. All the countries concerned are
aware of the urgent need for simplification in this
field, and some have already initiated practical steps:
witness the new Guinean tariff with its single duty
on both entry and exit.

¢ “Single” duty d Non-discriminatory

Incentives to local industries

The special regimes applicable to imports by
local industrial enterprises have a not inconsiderable
effect on the average incidence of duties. They should
therefore be summarily analysed, even if the in-
formation obtained is not always complete. They may
be divided into two categories, according as they con-
cern capital goods or raw materials.
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(i) [Industrial machinery and equipment

In the English-speaking countries, industrial
machinery and equipment is almost all entered on
the list of products exempted from-import duty. The
same system is applied in Togo. Regulations are, in
theory, different in the other French-speaking coun-
tries, where special regimes replace general exemp-
tions, the aim being to promote the setting up of
new industries or the expansion of existing ones.
Enterprises are subject to an approval procedure. In
some States of the West African Customs Union,
enterprises approved as “priority undertakings” en-
joy complete exemption from Customs duty, fiscal
entry duty and uniform purchase tax; In the Equa-
torial Customs Union, such. equipment imported by
approved enterprises comes under “long-term fiscal
regimes” that allow a rebate on or even exemption
from eniry duty and turnover tax.

(i) Raw materials used in making manufactured
products

In the Customs Union of West African States,
facilities are as a rule the same as for machinery and
equipment. In the Eguatorial Customs Union, these
materials come under the so-called “single tax” re-
gime, which consists in a provisional suspension of
import duties and taxes and the collection on the
worked product of a single tax based on these duties
and taxes. Goods exported from countries in the
Equatorial Customs Unionn may be exempted from
the single tax. In the English-speaking countries, dut-
ies on raw materials or semifinished products have
been reduced, while those on certain finished pro-
ducts competing with local products have been in-
creased. Again, local industry has been granted re-
bates on or exemptions from duty. But these measur-
es are not confined to individual enterprises.

English-speaking countries

Table 4 shows the tariff incidences in British
inspired tariffs calculated from the 1958 trade stat-
istics In interpreting the figures it should be rememb-
ered that calculations of this type are strongly influ-
enced by the composition of imports: a higher share
of imports of heavily taxed goods will increase the
average incidence even if the rates for each item is
the same for each country. It is also obvious that
the allocation of commodities to various classes is
rather arbitrary and has principally been conditioned
by the limits set by the SITIC. Moreover, the data
for some countries, and especially Ghana, have to-
day mere historic interest as there has been signific-
ant changes in the tariff schedules in recent years.
Table 5, which shows the main changes in the Ghana
tariff from 1958/59 to 1961:/62, should give the read-
er an idea about the direction and the size of the
changes. :

Bearing these modifications in mind it can pro-
bably be said that in spite of significant differences
in the incidences for certain groups. the general
pattern and the overall average incidences do not
differ very much, It may be tempting to read too
much into the differences that are found in Table 4.
This analysis will, however, be limited to a statistic-
al interpretation of the data as too little is generally
known about the background. In all the four coun-
tries were “Foodstuffs and Raw Materials” more
heavily taxed than “Manufactured Goods™. This is
primarily due to the high duties imposed on beverag-
es and tobacco and fuels in all the countries concern-
ed. Taking into account the purchase tax on landed
goods in Gambia, there appears to be a significant
difference between the taxes that were paid on im-
ports in Ghana on the one hand and the three other
countries on the other, but all four incidences were
still noticeably lower than the averages for their

TABLE B.1.4
Incidences in British-inspired tariffs calculated from trade statistics 1958
e k Sierra
_ Gambia? Ghana Nigeria Leone
FOODSTUFFS AND RAW MATERIALS 26.1 30.8 351 . 444
Food® ‘ 10.5 2.4 4.3 3.9
Beverages and tobacco® 62,7 105.9 119.2 1273
Raw materials, mainly of agricultural origind 1.1 1.6 20.6 35
Metalliferous ores and concentrates and
metal scrap® 255 109 8.8
Fuels! 56.6 55.8 51.9 49.4
MANUFACTURED GOODS 12.0 - 11.8 17.8 13.0
Capital goodse 4.7 2.1 40 3.6
Consumer goodsh 171 19.5 304 20.6
Base metalst 0.1 0.9 5.1 3.2
Other manufacturesi 7.5 10.0 153 10.3
TOTAL IMPORTS 7.1 . 17.6 21.1 22.2
a Not including the purchase 5 SITC 0 e SITC 28 h SITC 65, 732.01, 8
tax, which in 1958 averaged cSITC 1 £8ITC 3 iSITC 68 )
2.4 per cent of total imports. dSITC 2-28, 4 g SITC 7-732.01 ISITC 5, 6 - 63-68
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TABLE B.1.5
Changes in taxation of imports in Ghana

Purchase Total

Import Duties Tax Incidence
1958/59  1960/61 1961/62 1961 1961
Spirits:
All distilled, rectified etc. gallon 5-7-6 5-1-6 11-7-6 11-7-6
Spirits otherwise than in boftles and exceeding
439%,. In addition to duty as above, for every
degree in excess of 439% 0-2-6 0-2-6 0-5-4 0-5-4
Not potable, perfumed incl, dentifrices, toilet 5-7-6 5-7-6 11-7-6 11.7-6
prep. etc. gallon 664% 664% 1009 100%
Denatured; gallon 3170 10% 5-7-6 5-7-6
Tobacco ‘
Unmanufactured the pound 0-9-3 0-9-3 0-11-3 0-11-3
Cigars i ” 2-0-0 2-00 300 300
Cigarettes »oo” 1-17-6 1-17-6 2-16-6 2-16-6
Other manuf. »o» 1-10-0 1-10-0 2-0-0 2-0-0
Tyres and tubes e 15% 15% 331% 534%
Wine
Sparkling the gallon 2-2-0 300 6-0-0 600
Still, less than 14.2% » 0-11-0 0-15-0 1-10-0 1-10-0
Still, 14.29% - 24.59% » 1-5-0 190 2-180 2-180
Musical instruments, gr.ph. records etc. 259% 25% 309 6629 1163%
Domestic stoves, ovens, cookers 25% 25% 30% 333% 733%
Washing machines, vacuum cleaners, floor polish 25% 25% 30% 66%% 1163%
Desk fans, irons, kettles, boilers, toasters 259 25¢% 30% 331% 734%
Carpets, rugs, mats, carpeting 25% 25% 30% 66%% 116%%
Watches, clocks 25% 259% 30% 66%% 116%%
Cameras and projectors 259, 259, 309% 66%% 1163%
Apparel other than knitted wear,
under wear and shoes. 25% 25% 30% 334% 33%
Motor vehicles
{Wheel base less than 9ft. 3 inches) 50-0-0
(Wheel base is or greater than 9 ft. 3 inches) 15000
1400 <c 15% 15% 10% 26.5%
1401 - 1700 cc 15% 15% 20% 38%
1701 - 2500 cc 15% 159% 333% 53%4%
2500 cc 15% 15% 66%% 9149%
Motor cycles 5% 5% 5% 159 2039%
Parts and accessories for vehicles
chargeable with duty 5% 10% 109% 10%
Ale, beer, cider, perry porter & stout per gallon. 0-5-0 0-6-0 0-13-6 0-13-6
Boots and shoes, made principally 009 0-09 0-1-3 0-1-3
of canvass and rubber; pair 20% 20% 331% 331%
Other shoes, including sandals, slippers,
house shoes and other footwear 20% 20% 334% 3334%
Bags and sacks ordinarily imported for
packing and transp. of produce, cach 0-0-2 0-0-2 0-0-4 0-04
Bicycles and tricycles 5% 5% 5% 15% 203%
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TABLE B.I1.5 (Continued)

Purchase Total

Import Duties Tax  Incidence
1958/59  1960/61 1961/62 1961 1961
Corton or Silk Manufactures:
Printed, coloured or dyed in the piece; sq.yd. } 30052 (2)‘51(}2 (5)61?2 golo/g
Velvets, plushes & other pile fabrics; sq.yd. } %0/5 352;3) (532)27? 2620/2
Fents; pound } 0-1-6 0-2-0 020 0-2-0
’ 20% 25% 50% 50%
Knitted or interlock fabrics; pound o } 3‘5{;§ %Q/S 2525/06
Grey unbleached; sq.yd. - } g_sl%? 2'51;2 35132
White bleached; sq.yd. - oot (}4%;2 0;%3)/?
Handkerchiefs 204 201% 509, 509%
Electric bulbs etc. 10% 10% 20% 20%
Furniture, complete 25% 409, 409, 66%% 1331%
Sewing machines 12.5% 12.59% 12.5% 331% 50%
Hluminating oils, incl. kerosene; gallon 0-0-7 0-0-7 0-1-0 0-1-0
Motor spirits; gallon 0-1-9 0-1-9 0-2-3 0-2-3
Diesel, furnace, fuel and gas; gallon — — 0-1-0 0-1-0
Paints. colours ete. 10% 109%, 20% 20%
Perfumery. cosmetics etc. 66%9% 66%9%, 1009, 1009%
Jewellery, including imitation jewellery eic. 25% 509% 50% 50%
Provisions
Biscuits etc. not coataining more
than 5% sugar; pound 0-0-3 0-0-6 0-1-0 0-1-0
Other biscuits, bread and cakes; pound 008 0-1-0 0-2-0 020
Coffee; pound 0-0-6 0-0-6 0-1-0 0-1-0
Chocolate, other than slab, sweets, marmelade, etc.3319% 331% 509, 509,
Slab chocolate 259% 10% 10% 10%
Flour and meal of wheat; pound — — 0-0-2 00-2
Lard and rendered pig fat; pound —— — 0-0-6 0-0-6
Meat; pound — —_— 0-0-3 0-0-3
Salt; pound — — 0-0-3 003
Sugar; pound — — 0-0-3 0-0-3
Vegetables; pound o — 0-0-6 006
Essences, syrups etc. for use in
preparation of soft drinks 259, 25% 509% 509,
Radioes etc. 45% 45% 45% 3334% 931%
Refrigerators and air conditioners 10% 10% 10% 66%% 833%
Common soap in bars the 100 lbs. 0-54 0-5-4 0-11-0 0-11-0
Matches the gross box 0-8-0 0-12-6 0-12-6 0-12-6
Nails, bolts, nuts, washers, rivets screws efc.
of base metals not particularly exempted 25%, 3319% 334% 331%
Accumulators (electric storage batteries) 10% 25¢9%, 25% 259%
Aluminium, asbestos, cement, iron and
steel sheets; sq.ft. — 002 0-0-2 0-0-2
All other goods not part. exempted 25% 25% 30% 309%
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French neighbours. Increases both in dutiable imports
and in the rates since 1958 have narrowed this gap.

The incidence for food imports is much higher
in Gambia than in the other countries. This appears
almost entirely to be a result of a high incidence for
fruits and vegetables, which account for nearly one
quarter of the total import bill for food in the coun-
try, due particularly to the substantial imports of
kola nuts. Out of the four countries, only Gambia is
a net importer of kola nuts. There is also a striking
difference between the incidence on beverages and
tobacco in Gambia and the three other countries. This
may be a feature of the special trade relations be-
tween Gambia and Senegal.

The high incidence in Nigeria on raw materials,
mainly of agricultural origin, stems from a very high
duty on salt, which in Nigeria is an important import
commodity in this group. In the Nigerian tariff salt
carries a mixed duty of £ 3 13s Od ton or 20 per
cent, while in Gambia and Ghana salt was exempted
from duty and in Sierra Leone carried a duty in the
preferential tariff of ls per cwt. The incidences for
metallifercus ores and concentrates and metal scrap
are only given to present a complete table. Imports
of these commodities are negligible in British-speak-
ing West African countries.

There is a distinct difference between the in-
dence on manufactured goods in Nigeria on the one
hand and the three other countries on the other.
This is not a result of different import compositions,
as most of the manufactured goods in Table 4 show
the same tendency. The high incidence on consumer
goods in Nigeria is primarily the result of a much
higher duty on textiles, which constitute nearly two-
thirds of total imports of consumer goods. The in-
cidence on passenger cars, at 14.5 per cent, is also
around the double of the incidences in the three other
countries.

The higher incidence on base metals is general
for most items in the Nigerian imports as compared
with the other countries. On corrugated iron sheets,
for instance, the Nigerian incidence is 4.2 per cent
as compared with nil per cent in the other countries
and for joints, girders, angles, etc., the Nigerian in-
cidence is nearly 20 per cent compared with 12.3,
0.5 and nil per cent respectively in Sierra Leone,
Ghana and Gambia.

The striking feature of the group of “other manu-

factures” is the difference between the Gambian and
the Nigerian incidences, with Ghana and Sierra Leo-
ne occupying intermediary positions. This is a group
containing a wide variety of goods, from medicinal
products to rubber manufactures. The incidences of
the Gambian import duties . proper are generally
lower on most items in this group, while the incidence
in Nigeria as compared with Ghana and Sierra Leone
is higher for all items except paper products, where
it is approximately”the -same. On one of the most
important single comumodities, cement, the Nigerian
incidence is 15.9 per cent as compared with zero in
the three other countries.?

French-speaking countries

1t is unfortunately impossible to calculate the
incidence of duties for the French-speaking countries,
as the latter’s published statistics do not show the
amount of duty collected by category of products.?
In addition, the calculation of the incidence of front-
ler charges is rendered very difficult by the over-
lapping of many taxes described above.® The French-
speaking countries may on the whole be sub-divided
into two categories: those applying the high-rate
preferential tariff -of ex-French  West Africa and
those applying a non-discriminatory tariff at much
lower rates. ,

O Tariff of z‘he Customs Union of West African
States

The ‘main-factor in the‘high rate of charges in
these countries is not Customs duty proper or “fiscal
duty”, but the uniform- purchase tax or the other
duties that replaced it Originally, the standard rate
for that tax was.15.57 per.cent, with a reduced rate
of 222 per cent for most capital goods and a few
raw materials. The tax is levied on the Customs
valug ‘of the goods plus entry duties, which consider-
ably aggravates its effect. The rates charged at pre-
sent are as follows: '

3 Nigeria is the only Eﬁ‘glis’h—gspcaking‘ West African coun
try with a cement industry.

4 One of the top priorities of the foreign trade statistics
programme should be the mechanical processmg of Custom:
receipts.

3 But an attempt has been made in the analysis of tax
ation rates given later to calculate the mmdenﬁe for selectec
products.

TABLE B.1.6
Rates of the uniform purchase tax and related charges in  the Customs ‘Union of-West African States
(Percentages) LS ;L
Ivory Upper ‘ ,
Coast  Dahomey Volta = Mali | Mauritania Niger  Senegal
Uniform purchase tax® 7.53b 15.57 25.00¢ ... ,.'15;5’/"C , 19.2'49‘_ 15.57¢ 19.24¢
Internal tax 9.00¢ 1.80 5. 00f 250 5,001
Total 17.21 17.37¢ 25.00 15 57 235, 60 18.07 25.60

a Special entry tax in the Ivory Coast.

b 0.0 per cent for industrial equipment and raw materials.
©2.22 per cent for industrial equipment and raw materials.
d Tax on value added in the Ivory Coast, super-imposed

on value plus dutles plus “uniform purchase tax,
4.0 per cent for industrial equipment and raw materials
f Super-imposed on value phus diities plus uniform purchase ta:
€42 per cent for industrial equipment and raw materials
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On the other hand, the States of the Union
have, with very occasional exceptions, preserved
common rates for Customs and fiscal duties. The
minimum tariff rate® for Customs duties proper ran-
ges from O to 10 per cent for basic foodstuffs, raw
materials and capital goods and from 5 to 20 per cent
for most current consumption commodities, whereas
it stands at 30 per cent for motor vehicles (provision-
ally reduced to 25 per cent) and at 75 per cent for
manufactured tobaccos.

The (non-discriminatory) fiscal duty rates are often
twice or three times higher than Customs duty rates,
though there are many exceptions that make the
structures of the two very different. The differences
are further accentuated by the fact that quite a number
of fiscal duties have specific or mixed rates. General-
ly speaking, however, ad valorem fiscal duties do
not exceed 20 per cent, excépt in the case of a few
luxury articles (jewellery, perfumes, fire-arms and
ammunition), the incidence of specific duties on
alcoholic beverages, cigarettes and matches being
naturally higher,

Though the incidence of all duties and taxes
has not been computed for each category of products,
some countries report partial calculations in their re-
plies to the guestionnaire. The Ivory Coast, for in-
stance, states that the incidence of all duties on manu-
factured products ranges from 35 to 60 per cent. In

enegal, the mean range is estimated at 50 percent
of the CIF value, with peaks of 80-90 per cent- for
alcoholic beverages, perfumes, motor vehicles and
hunting rifies. Ranges by origin calculated in Niger
show: 35 per cent for goods coming from the franc
zone, 45 per cent for those from other EEC countries,
and 47 per cent at the minimum tariff and 70 per
cent at the general tariff for those from other coun-
tries. S R

It may be said, in conclusion, that, as a result
of the nearly general application of the uniform
purchase tax, the incidence of duties i¢ fairly high,
within a relatively narrow range from one category
of consumer goods to another, while under the spec-
ial regimes described above it is impossible to estim-
ate incidences for capital goods and raw materials.

(i) Non-discriminatory tariffs

A uniform purchase tax (or the like) also exists
in the French-speaking countries applying a non-
discriminatory tariff (except Guinea); but the rate is
generally lower (8.5 per cent in Gabon, 11 per cent
in other countries of the Equatorial Customs Union,
15 per cent in Cameroun, and 15.71 per cent in
Togo). There are also reduced rates and exemptions.”

6 The general tariff, which is three times higher, applies
to goods coming from countries ‘which .do not enjoy the
most-favoured-nation .clause, e.g. Japan. ..

7There is no reduced rate in Togo, where exemptions
apply not only to all equipment but also to many basic
foodstuffs, as well as candles, cotton yarns, fishing nets
and certain other articles used for fishing. :

TABLE B.1.7

Incidence of Frontier Charges on Togolese Imports
(percentages of CIF values, unweighted averages

1958-59%)
Vegetable products 58
of which
Raw tobacco 95
Food products 39
of which
Rice, flour, dairy produce 19
Sugar 20
Wines 30
Alcoholic beverages 110
Raw maerials and semi-products 24
of which
Building materials 25
Chemical products 35
Products of engineering and 18
electrical industries
of which
Machinery 17
Motor vehicles, cycles 21
Electric appliances 25
Hardware 30
Textiles and leathers 34
of which
Yarns and fabrics 33
Clothing 40
Industrial products 64
{miscellaneous)
of which
Pharmaceutical products 45
Tobaccos 113
Matches 74
Total : 35

2 Duty rates remained unchanged in 1958-59.

In the Equatorial Customs Union, the average
level of entry taxes and duties was 15.94 per cent
in 1960, with approximately 5 per cent for heavy
equipmnt and 25 per cent for current consumption
goods.® The incidence on so-called “luxury” goods
is much lower than in the other Customs Union —
iess than 50 per cent for perfumes and fire-arms and
not more than 25 per cent for motor vehicles. No
computations are available for the Cameroun tariff,
which resembles the Egquatorial Customs Union’s
in structure but its incidences are possibly one third
higher. There are of course differences of detail; eg,
the tax on motor vehicles is higher and that on per-
fumes lower than in the Customs Union.

The above table is extracted from the “Comptes
économiques du Togo” (National accounts of Togo)

81t should be noted that until 17 October 1960 the
uniform purchase tax rate stood everywhere at 8.5 per cent,
The incidence would therefore be higher in 1961.
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TABLE B.1.8

Changes in Togo tariff rates - March 1691

o Tariff Tmport New import
Designation of products No. fiscal duty fiscal duty
Unit Duty Unit Duty
rate rate
Tea: 09-04
Green value 209, value 109,
Black value 209% value 10%
Margarine, imitation lard & other prepared edible fats  15-13 value 20% value 5%
Sugar confectionery, not containing cocoa 17-04 value % value  15%
Perfumery.cosmetics & toilet preparations: 33-06
Shaving creams B value oL value 309%
Other C
Non-spirituous Ca value 409, value 109
Perfumed vaselines Cal value 40% value 309%
Other Ca? value 40% value 309%
Spirituous Cb value 409, value 309%
Natural cork. unworked, crushed, granulated or
ground; waste cork 45-01 value 209 value 109,
Natural cork in blocks. plates sheets or strips
(including cubes or square slabs, cut to size for
corks or stoppers) 45-02 value 209, value 10%
Articles of nmatural cork 45-03 value 20% value 10%
Agglomerated cork (being cork agglomerated with
or without a binding substance) and articles of
agglomerated cork 45-04
Semi-worked agglomerated cork value 20%, value 10%
Worked agglomerated cork value 20% value 10%
Plaiting materials bound together in parallel
strands or woven, in sheet form including matt-
ing, mats and screens; straw envelopes for bottles 46-02
Matting and the like — value 209 value 109%
Building board of wood pulp or of vegetable
fibre, whether or not bonded with natural or
artificial resins or with similar binders 48-09 value 20% value 109,
Cotton yarn put up for retail sale 55-06
Twine, cordage, ropes and cables, plaited or not: 59-04
-~ Unplaited A value 20%
Measuring 40 m. or more per kg. Al value 20%
Measuring under 40 m. per kg. A? value 10%
Plaited B value 209%
Measuring 40 m. or more per kg. B! value 20%
Measuring under 40 m. per kg. B value 109%
Knitted or crocheted fabric, not elastic nor
rubberized 60-01 value  25% value  10%
Gloves, mittens and mitts, knitted or crocheted,
not elastic nor rubberized 60-02 value 25% value 10%
Stockings, under-stockings. socks, ankle-socks,
sockettes and the like, knitted or crocheted, not
elastic nor rubberized: 60-03
Baby’s socks and other articles (layettes) value 25% value 109%
QOther value 259 value 109%

Knitted or crocheted fabric and articles thereof,
elastic or rubberized (including elastic knee-caps
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TABLE B.1.8 (Continued)

N Tariff Import New import
Designation of products No. fiscal duty fiscal duty
Unit Dty Unit Duty
rate rate
and elastic stockings 60-06 value 259%, value 10%
Travelling rugs and blankets 62-01
Mixed with cotton & miscellaneous textile
waste, weight of cotton predominating in
the mixture value 259% value 109
Bed linen, table linen, toilet linen & kitchen linen;
curtain & other furnishing articles 62-02
Bed or table linen value 25% value 10%
Toilet or kitchen linen value 259% value 10%
Clothing, clothing accessories, travelling rugs &
blankets, household linen & furnishing articles
(other than articles falling within heading No.
58.01, 58.02 or 58.03), of textile materials, foot-
wear & headgear of any material, showing signs
of appreciable wear & imported in bulk, bales,
sacks or similar bulk packings 63-01
Unusable before repair or cleaning value 409 value 10%
Other value 409% value 10%
Footwear with outer soles & uppers of rubber or
artificial plastic material 64-01 value 20% value 109%
Footwear with outer soles of leather or composi-
tion leather; footwear (other than footwear fall-
ing within heading No. 64.01) with outer soles
of rubber or artificial plastic material 64-02
With uppers of leather or composition leather value 20% value 10%
With uppers of silk or floss silk (schappe) or
any brocaded, spangled or embroidered
fabric or felt value 20% value 10%
With uppers of rubber or artificial plastic
material value 20% value 109%
With uppers of other material with rubber
soles & fabric uppers value 20% value 10%
Other value 204, value 109,
Small glassware (beads, pendants & the like; imit-
ation full or hollow peards, precious stones etc.);
imitation or synthetic gems etc. 70-19D value 30% value 109%
Small glassware articles (flowers, leaves, ornaments
& crowns of pearls etc.) 70-19E value 30% value 10%
Lamps & lighting fittings, of base metal, & parts
thereof, of base metal 83-07
Non-electric lighting fittings and parts thereof
{other than burners) A
Storm-lamps, including liquid fuel (gas etc.)
types 83-07 Aa wvalue  20% value 109,
Miners’ lamps Ab — Exempt e Exempt
Other Ac  wvalue 209, value 10%
Primary cells & primary batteries 8503 value 209%, value 109%
Fish-hooks, line fishing rods & tackle; fish landing
nets and butterfly nets; decoy “birds”, lark
mirrors & similar hunting or shooting requisites 9707
Unmounted hooks A value 20% value 5%
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prepared by the Banque Centrale des Etats de I Afri-
que de I'Ouest. Though some of the figures should
be interpreted with caution (particularly that for the
rate of machinery, which scems too high), it does
emerge that in 1958-59 Togo occupied a place mid-
way between Cameroun and the Customs Union of
West African States. The comparatively high incid-
ence of duties is largely due to the excessive share
in Togolese imports of alcoholic beverages and to-
baccos, on which there are fairly heavy taxes. The
Togolese tariff is akin in structure and range to those
of Cameroun and Ghana (before the changes of
July 161), as a result of its being preity radically
recast in March 1961. As can be seen from the next
table, one effect of the revision was to reduce the
overall incidence of dutics and taxes to less than 28
per cent for a large number of current consumption
goods that were formerly taxed at 45 per cent or
more.

(d) Discrepancies in taxes on imported products and
problems raised by attempts towards their
harmonization

It is evident even for a casual observer that
there are sizeable differences between the price level
of imported goods in the various countries of West
Africa and in the first place between those of the
franc zone and those of the sterling area. The forma-
tion of prices for these products is undoubtedly de-
termined by a number of factors some of which,
such as freight and internal distribution costs, have
nothing to do with the customs. On the other hand
the two most important factors, namely the incidence
of taxes om imports and quantitative restrictions
applied to cheaper sources of supply, are managed
by the customs administration.

Table 9 is drawn from a study made by the
Banque Centrale des Etats de T'Afrique de I'Ouest.
It gives a first approximation of the average incid-
ence of duties and taxes on imports in most of the
countries of the sub-region. The figures show that
this incidence was substantially higher in the former
French West Africa and in Togo than in the English
speaking countries as well as in the Cameroons and
former French Equatorial Africa. The value of these
figures is, however, very limited for the following
reasons:

In the first place, in former French West Africa
which had a discriminatory tariff, the average incid-
ence is depressed by the very high share of imports
from the franc zone which did not pay import duties
(in the narrow sense). The average incidence on im-
ports coming from outside the franc zone is subs-
tantially higher.

In the second place, as indicated above, the
average percentages shown do not reflect the consid-
erable discrepancies in taxation on the various cate-
gories of goods.

Since the incidence of taxation is everywhere slight
on capital goods and industrial raw materials, the
difference between French-speaking and English-

speaking countries is considerably greater for other
products than is brought out by the average percent-
ages. ,

Unfortunately, it’ was not possible to complete
the table for more recent years. Things have changed
to quite an extent since: in most countries of ex-
French West Africa the “uniform purchase tax™ has
been increased in large proportions and by now it
would be meaningless to use a single figure for the
whole Customs Union of West African states, given
the present great differences from one country to
another. Duties have also increased somewhat in Ni-
geria and very strikingly in Ghana, whereas they
have decreased in Togo. In spite of their limited
validity it would be extremely useful to try to collect
such data currently from all the countries of the
sub-region.

It goes without saying that these figures cannot
give any indicafion on the impact of the quantitative
restrictions on the level of prices. It is, however,
striking that within the countries belonging to the
franc zone there is an inverse correlation between the
incidence of duties and the stringency of quantitative
restrictions: - as general rule those countries which
had a non-discriminatory tariff were subjected to
strict licensing of imports from outside the franc
zone but the incidence of the tariff itself was relative-
1y small. In former French West Africa the discrimi-
natory tariff was combined with a certain liberaliz-
ation of imports and the incidence of the tariff
proper was much higher.

Finally, it is necessary to bear in mind a point
which does not enter directly in the area covered by
this report. This point concerns the considerable
discrepancies in export duties and taxes between
French-speaking and English-speaking countries, the
latter drawing an important share of their revenue
from that source. Unfortunately, it is not possible
to illustrate this situation with appropriate figures
since very frequently important shares of these re-
venues were in fact collected by the Marketing
Boards which performed on their own account func-
tions devolved elsewhere to the state administration.?

The differences in taxes are naturally much more
important if one goes down to individual products
and particularly manufactured consumer goods. One
approach to the problem consists of selecting clearly
identifiable goods and of calculating the duties and
taxes raised on it in various countries supposing an
identical CIF value. Quite a number of computations
of this nature have been made by private bodies such
as chambers of commerce. The following table shows
similar calculations by the ECA Secretariat for a
certain number of consumables.

In interpreting table 10 one has to bear in mind
that the original calculations were made with the
view of obtaining from the governments a decrease
of taxation in order to- favour direct imports. It is,
therefore, not astonishing that the products shown in

9 Cf. Economic Bulletin for Africa, Vol. I, No. 2, p. 1-28
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TABLE B.L.9

Average incidence of duties and taxes on imports
As per cent of total CIF value of imports

Country 1956 1957 1958
French West Africa ... ... 30.9 341 34.2
Togo ... ... ... ... .. 333 34.5 34.7
Cameroon ... ... ... .. 17.6 19.2 224
French Equatorial Africa 15.7 14.9 15.9
Sierra Leone ... ... ... 204 18.5 22.2
Ghana 17.1 17.3 17.6
Nigeria 21.2 21.6 21.1

the table represent extreme cases of goods particular-
ly vulnerable to smuggling. The figures have to be
considered, therefore, as illustrations of a situation
and not as examples representing averages. The other
reservation is that, as it was mentioned above, it is
somewhat artificial to try to isolate the fiscal element
in price formation. In practice the CIF prices are rot
the same in various countries even for exactly ident-
ical products. They tend to be higher in the French-
speaking than in the English-speaking countries and
higher in the ports where large scale imports take
place than in smaller ports. On the other hand, these
comparisons have to assume that similar goods can
be imported freely in all the countries concerned
whereas in practice this continues not to apply to
imports from Hong Kong or Japan to the French-
speaking countries, not to mention the absolute pro-
hibitions {e.g. matches) in Senegal. This being said,
the figures of the table indicate the immense discre-
pancies which exist between neighbouring countries
and provide considerable incentives to smuggling
which has assumed large proportions and is extreme-
ly harmful in some countries. It may, in the future,
even jeopardize economic development and partic-
ularly industrialization,

Under these circumstances, it can be stated that
“harmonization of import duties appears to be one
of the first conditions of balanced growth in West
Africa”0 Until now, there is no evidence of a con-
certed effort undertaken with a view of achieving
such a harmonization. The only attempts of some
importance were made in the framework of the Cus-
toms Union of West African states in order to avoid
the dislocation of the existing common external tariff,
but they have been in contradiction with the immed-
iate economic interests of the member states and
proved unable to counteract their centrifugal tend-
encies. There have also been some partial adjust-
ments between Ghana and Nigeria.

In the spite of the absence of concerted action
in this field, there has been a significant reduction
in the price disparities between French-speaking and
English-speaking countries. This reduction resulted
on one hand from unilateral decisions taken by some
countries and on the other from the general econ-

10 Bangue Centrale des Etats de I'Afrique de 1’Onest:

Notes d'information et statistiques, N. 52, Novembre 1939,
P. 20,

13

omic and financial development.

~ Certain unilateral decisions were taken by some
French-speaking countries particularly exposed to
smuggling. In this way in Dahomey and Niger, the
uniform purchase-tax on printed cotton cloth and on
enamelwear. was decreased from 15.537 to 2.22 per
cent and the fiscal duties from 15 to 5 per cent. A
smaller decrease of the uniform purchase tax on
printed cotton cloth was also introduced in Upper
Volta and recently in the Ivory Coast. Changes in the
Togolese tariffs were referred to above. It can be
seen that all these reductions were limited to a few
particularly vulnerable items. Although they have
been applied for a relatively short period, one can
trace their influence in increases of imports to the
countries concerned and particularly to Dahomey.
Nevertheless, these partial measures have hardly in-
fluenced the overall level of taxation except in Togo.

The tendency towards an increased taxation of
imports in the English-speaking countries has also
contributed to a certain decrease in the price disparit-
tes. This is particularly true for Ghana where the
fiscal measures introduced in July 1961 have raised
the level of taxation on imported goods to a level
comparable to that applying in a number of French-
speaking countries and even higher than that obtain-
ing in Togo.

Besides these unilateral measures, the economic
development of last few years resulted also indirectly
in a decrease of price disparities between countries
of the franc zone and other West African countries.
The devaluation of the French franc at the end of
1958 has decreased by about 1/10 the level of the franc
zone prices in relation to the world market prices.
This may not have had a great impact on West Afri-
ca where the West African pounds necessary for
smuggling or “frontier traffic” have been generally
bought on the black market and the agio paid has
absorbed part of the price difference. The really im-
portant factor was the strengthening of the French
franc which made it possible to increase substantial-
ly import quotas from hard currency areas opening
thus widely the access to cheap sources of supply.
The enlargement of quotas from the countries of the
European Comumon Market had a similar influence.

If the trend described above continues the tradi-
tional cleavage between high fariff and high price
French-speaking countrics and low tariff and low
price English-speaking countries will disappear within
a few years. However, this does not imply an elimina-
tion of price disparitics. If countries follow their
immediate financial interests, those with a huge in-
ternal market and significant industrial prospects in the
field of import substitution will tend to increase their
tariffs both for protection and for revenue purposes
whereas couniries with smaller markets may be
tempted to take advantage of the situation by stick-
ing to their present tariffs or even furher lowering
them. In view of the long term economic interests
of the sub-region as a whole the new disparities in
tariffs may prove to be as harmful as the old ones.
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TABLE B.1. 10

Fiscal disparities on importation (price after customs clearance in CFA francs for identical CIF values)

Commodity CIF  Senegal Liberia Ivory Upper Volta Ghana Togo Dahomey Nigeria Cameroun Equator-
BTN nomenclature Value a b Coast a until 1960 1961 a 1959 ial
a 1969 19612 1960 Customs
Union®
Cotton fabrics
Unbleached 55-09 Alal less
than 500 g. per m? from
Hong-Kong piece of 30 meters 959 1627 1313 1530 1496 1620 959 1198 1198 1187 1521 1198 1235 1192
White 55-09 Alb from
Netherlands 30 meters 972 1641 1328 1544 1511 1634 972 1215 1263 1294 1534 121§ 1252 1209
Dyed 55-09 Alc from
Netherlands 30 meters 1530 2936 2020 2760 2704 2925 1836 1913 2295 1947 2747 1912 1971 1903
Cotton fabrics manufactured
from yarn in various
colours {(dyed yarn) A2d from
Netherlands piece of 20 yds. 1138 2018 1504 1901 1858 2010 1365 1422 1707 1515 1887 1422 1492 1415
Printed or similar Ale from
Netherlands piece of 12 yds. 1950 3305 2574 3109 3042 2896 2340 2437 2925 2368 30904 2437 2646 2424
Transistor radio Japanese (2437}
85-158B 6000 10617 7200 9986 9777 10575 6000 6000 7998 8331 9929 6000 7866 7592
Radio set Germany 85-15B 10000 15938 12000 15003 14677 15875 14500 14500 17830 13885 14905 12000 13110 12654
Hurricane lamp 83-07 A a
from United Kingdom 127 195 190 183 179 194 127 127 165 176 182 152 164 156
Enamelied bowls 73-38
from Hong-Kong 24 38(32¢ M4 35 35 38 30 30 31 31 35 30 32 29
Maiches Swedish 36-06
60 cases 12 boxes 25 81 38 76 75 81 49 60 60 46 76 60 33 33
Bicycles 87-10 from Japan 10000 16943 13000 15823 15601 16875 10500 10500 12075 13885 15845 12000 13225 12432
Cotton yarn prepared for
retail sale. Twisted yarn
(other than muiticoloured) for
fishing, presented in hanks of
more than 90 g, 55-00 Z 100 147 120 137 135 146 100 100 130 110 137 100 100 124
Cigarettes English 24.02 63 178 151 176 173 187 218 218 295 116 198 243 91 161

a It is not taken account of the reduced rates on imports from EEC
bThe duties are calculated on the FOB value,

¢ In Gabon the uniform purchase tax is 8%

d Since 1960



Chapter B. II

TRADE OF EAST AFRICA

INTRODUCTION

The term East Africa, as applied in this paper
covers the three territories of Kenya, Tanganyika
and Uganda. They cover an area of 682,000 square
miles and have a population of about 22 millions.
Kenya and Uganda have been under British admi-
nistration since before the beginning of the present
century, but Tanganyika (formerly German FEast
Africa) became a British mandated territory under
the League of Nations only after the end of the first
world war, and it became a United Nations Trust
territory after the second world war.

East Africa’s economic importance lies not
only in its own size and resources, for it covers only
about one twentieth of the land area of Africa and
contains about one twelfth of the total population,
but also in its potential contribution to economic
development in the eastern part of the continent
between the Zambezi River and the Horn of Africa.
This is partly due to its geographical location, since
it shares frontiers with no less than seven other
African countries:- Somalia, Ethiopia, Sudan, Congo,
Northern Rhodesia, Nyasaland and Mozambique,
and is closely and traditionally linked with an eighth,
Zanzibar.

Each of the three territories has had its own
government on the British Colonial model, headed
by a Governor advised by Legislative and Executive
Councils whose composition has included an in-

creasing number of non-official members. At the

present time the legislatives of all three territories
are predominantly elected. Tanganyika has achieved
independent at the end of 1961. Uganda also bas an

elected African ministry, and is likely to be intern~

ally self-governing by the end of 1962, and Kenya
is also rapidly approaching full independence. Gene-
ral responsibility for the administration of the three
territories has resided in the Colonial Office in Lon-~
don, despite the slightly different constitutional
status of each: Kenya is a Colony, Uganda is a
Protectorate, and Tanganyika was a Trust Territory
of the United Nations. Each territorial government
has enjoyed a considerable measure of internal auto-
nomy in both political and economic affairs, although
there has always been some co-ordination between

them, and they maintain a number of common
economic arrangements and services which provide
a framework of economic unity for the region.

At the present time the three territories form a
customs and currency union, and there is almost
complete internal freedom of trade. There are no
restrictions on the movement of capital between the
territories and few restrictions on the movement
of persons. In addition to common customs tariff
there is a common income tax system as well as
common excise rates. A number of important ec-
onomic services (such as the East African Railways
and Harbours, and the Posts and Telecommunica-
tions Administration) are administered jointly, as
also are certain scientific and research services,
under the general authority of the East Africa High
Commission, which was established in 1948. The
Commission has its own legislature (the Central
Legislative Assembly) with powers to legislate on
these interterritorial affairs. This organization is
in future to be known as the East African Common
Services Organization, following a conference held
in London in June 1961, which was called to deal
with the constitutional problems arising from Tan-
ganyika’s imminent independence. In addition to
the formal economic arrangements there are also
frequent comnsultations between the governments
on a wide range of economic affairs.

However, although there are these close in-
terterritorial links, the present arrangements fall
short of providing a full economic union. There is
no common economic policy, each territory has
its own budget and development programme, and
although the central East African fiscal machinery
is responsible for collecting a large proportion of
the governments’ revenue, there is still a wide field
of taxation which is left entirely within the authority
of the individual governments, who are responsible
for the economic welfare of the citizens of their
countries.

Thus, one of the most important features of
the East African economy is this three in one re-
lationship: separate governments which neverthe-
less co-operate closely with one another in many
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fields of economic policy. Inevitably, this has led
in the past to conflicts of interest, and this and
related matters are discussed in some detail later,

The diversity of the three territories is not con-
fined to the existence of separate administrations:
historically and economically there are very im-
portant differences between them. Thus, for example,
Kenya has been a country in which European settle-
ment has been encouraged, and European agricultu-
ture has provided an extremely important element
in the growth of the Kenya economy. In Uganda,
on the other hand, there is almost no permanent
European settlement and the European population

is principally made up of government officials, mis- .
sionaries, teachers and representatives of the larger

expatriate companies. The economy rests almost
entirely on African peasant agriculture producing
two major cash crops: cotton and coffee. Tanganyika,
the largest and poorest of the three territories, al-
though constitutionally the most advanced, is a
mixture of economies, and perhaps this may prove
to be its future strength. There are European owned
mixed farms and plantations, there is African pea-

sant farming ,and therc is a strong co-operative

movement. Although Kenya has so far held the
lead in industrial development, there has been an
important growth of this sector in Tanganylkee in
recen{ years.

In all three territories the largest non-African
groups in the population are the persons of Asian
origin, many of whom are second and third genera-

tion residents, and who occupy an extremely im-.

portant position in trade and- commerce, and also

in the processing and marketmg an agncultural

produce.

The following table provides a summary of
some of the more salient features of the economies
of the three territories, and of the region as a whole:

The plan of the article is as follows: Part T

provides a summary of East Africa’s foreign trade,
and an analysis of its volume and structure at the
present time; and Part II is a discussion of the in-

stitutions of the East African Common Market:

and the pattern of inter-regional trade, first within
the three East African territories and, second, with
other neighbouring African countries.

Tonga-  East
nyiko  Africa

Total Area (000 sq. miles) 225 94 363 682
Population (thousands

Kenya Ugunda

European; 68 12 22 102
Asians, Arabs & others: 274 81 117 472
Africans: 6264 6550 9098 1952

National Income
Gross Domestic Product :

(£ millions) 215 150 177 542
Agriculture: 64 87 80 231
Manufacturing: 20 6 7 23

Exports (1959) (£ millions) 38 43 47 128
Imports (1959) (£ millions) 62 26 34 122

Government Revenue
(1959/60) (£ millions) 41 21 26 88

Government Expenditure 42 28 27 97
(1959/60) (£ millions 42 28 27 97

East Africa’s trade has so far developed in three
main directions: first, following the traditional
pattern of a tropical dependent territory, by supplying
exports of primary produce to the industrialized
countries of Europe, Asia and America, and pur-
chasing from them manufactured articles; second,
because of the existense of a number of favourable
historical and institutional factors, there has been
a considerable growth of interterritorial trade be-
tween Kenya, Uganda and Tanganyika; and third
there has been some development of trade between
East Africa and the seven neighbouring countries.
This last type of trading activity has so far been
small in total, but as the economies of all these
countries begin to mature, and as increasing regional
specialization takes place, it can be expected to
grow. The existence of favourable institutions of
economic co-operation within Fast Africa has sti-
mulated the growth of interterritorial trade, while
the absence of such institutions on a wide basis has
inhibited the growth of regional trade which could
provide a new impetus to economic growth in the
region.

PART I

Tke Structare of East Africa’s Foreign Trade

Foreign trade provides the best single indicator.
of the growth of the East African economy: exports:

provide a very large proportion of the total money

incomes in all three territories, while expenditure:

on imports, which accounts for a large proportion
of these incomes, is closely related to the level of;
money incomes, and also provides an important
guide to changes in living standards. .

Since the beginning of the present century the
volume and value of foreign trade has grown steadily,
but it is only since the end of the second world war
that there has been a really dramatic change in the
rate of growth, as can be seen from the table and
diagram.

- By the end of the war in 1945 the East African
economy was poised for the expansion which has



DIAGRAM 1
EasT Arrica: ExporTs AND IMmports (1925 -1959) (semi-log scale) (in millions of pounds sterling)
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taken place during the last fifteen years, but at the
time the prospects for growth were largely unre-
cognized and seriously underestimated, for example
in the case of the capacity of the ports system, and
in the very conservative approach which the Govern-
ments adopted to their post war development pro-
grammes. However, the sharply favourable move-
ment in the terms of trade, which were largely res-
ponsible for the rapid post war upsurge in develop-
ment, could not be wholly foreseen, and the fact
ramains that the Fast African economies were able
to accommodate the pressure of economic growth
at an extraordinarily rapid rate in the early 1950s
without undue strain in the form of physical short-
ages, inflation or balance of payments difficulties.

The characteristic pattern of an exports surplus
in East Africa’s balance of trade had emerged by
the middle 1950s, and it was a surplus largely achieved
by Uganda, and to a lesser extent Tanganyika,
over the steady deficit of Kenya, which was financed
by the inflow of capital resulting from the greater
number of European and Asian immigranrts into
that country.

A territorial breakdown of the external trade
of East Africa reveals a number of important chara-
cteristics of the structure of the region’s trade, and
also indicates some of the differences which exist
between the three countries. These features are
perhaps most clearly shown by an examination of the
trade figures which are to be found in the Annual
Trade Reports published by the East African Customs
and Excise Department.!

I Unless otherwise stated, all trade statistics given in this
article are drawn from these Annual Reports.

6 «

One of the most important characteristics of
the commerce of East Africa is its interterritoriality,
and also the fact that the present customs arrange-
ments permit the free tranfer of goods between the
territories. One consequence of this situation is shown
by the comparison between direct and Net Imports
as defined by the East African Customs and Excise
Department. It will be seen that in the case of Kenya,
for example, Direct Imports amount to £78.8 millions
while the Net Imports amount to only£ 61.5 millions.
The difference lies in the fact thatabout £ 17.3 millions
worth of imports, having been consigned initially
into Kenya, are subsequently transferred to Uganda
and Tanganyika. Direct Imports are those goods
which are directly consigned to an importer in one
or other of the territories. Because of Kenya’s im-
portant entrepot function within East Africa, re-
sulting from her geographical situation and the
[ocation of many of the large importing and ex-
porting houses in Mombasa and Nairobi, her Direct
Imports are considerably in excess of her own in-
ternal requirements. On the other hand, Uganda
imports directly much less than her total imports
needs, drawing the balance as required from Kenya.
Tanganyika is in a position similar to Uganda in
this respect, although ,having an ocean port of her
own, she relies to a lesser extent on the large im-
porting firms in Kenya. Thus in the table above, the
difference between Direct Imports and Net Imports
consists of interterritorial transfers of imported
goods — the free movement of which the region
has been permitted since 1923. It should be noted
that these transfer figures are net of movements in
both directions between the territories — thus for
example there is some movement of imported goods
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from Uganda to Kenya, and even from Tanganyika
to Kenya, These are likely to be very small, however,
and the net picture is that there is a large transfer
of imported goods from Kenya to Uganda and Tan-
ganyika. Uganda normally obtains about 40 per
cent of her import requirements by transfer from
Kenya, while Taunganyika’s proportion is about
15 per cent. The performance of this entrepot func-
tion by Kenya constitutes an important item in the
regional balance of payments flows, and also, since
Kenya merchants serve as stockholders for traders
in other parts of East Africa, local fluctuations in
market conditions can be more easily absorbed.

Goods subject to import licencing normally
appear as Direct Imports and the trade in what
are generally known as “bazaar goods’ — textiles,
corrugated iron sheets, bicycles, etc. — also tend
to fall within the Direct Import group, because
the articles are commonly traded by the smaller
commercial firms, acting with a direct knowledge
of local market conditions. On the other hand,
many capital goods and durable consumer articles,
such as refrigerators, are most frequently consigned
to Mombasa or Nairobi to supply both the Kenya
and Uganda market. For technical reasons of storage,
bulk oil and petroleum shipments for Uganda are
all initially unloaded as Kenya imports. Thus, the
final pattern of the transfer trade is the result of a
mixture of geographical, commercial, legislative
and technical factors.

Even after allowance has been made for the
interterritorial transfer, Kenya remains the major
importing territory in East Africa, absorbing about
half of the region’s imports. There are a number of

reasons for this. First, as has already been noted,
a great many of the larger commercial concerns
have their headquarters in that territory, and there-
fore a large part of central office and other expen-
diture takes place there, even although the necessity
for it arises from trading activities elsewhere in
East Africa. Second ,a somewhat similar situation
arises in respect of the services of the East Africa
High Commission, which generally have their head-
quarters in Kenya: railway equipment, for example,
which may be used throughout the three territories,
but especially in both Kenya and Uganda, will
appear as a Kenya import. Third, because the Kenya
population contains larger numbers of Europeans
and Asians who are in the higher income groups,
together with the generally higher level of total
incomes, the average nropensity to import is greater
than in the other two territories. Fourth, there is
the fact that in the last few years there has been a
substantial inflow of official funds into Kenya in
the form of loans and grants, especially from the
United Kingdom.

As far as exports are concerned the pattern is
different. Kenya’s foreign exports account for
little more than a quarter of those of the whole
region, although the re-exports amount is 60 per
cent of the region’s total., This is explained by the
fact that Mombasa is a major sea-port and refuelling
point for shipping on the East African coast. Uganda’s
re-exports consist mainly of petroleum sales to the
eastern parts of the Congo, while those of Tan-
ganyika, although smaller, are similar to those of
Kenya, since Dar es Salaam is also a large port for
the revictualling of ships.

TABLE B.II. 1

EAST AFRICAN EXTERNAL TRADE IN 1959
(Thousands of pounds sterling)

Kenya Uganda Tanganyika  E. Africa
Direct Imports 78,820 14,338 28,339 121,497
Net Transfers —17,312 +11,196 46,117 —
Net Imports 61,508 25,534 34,345 121,492
Domestic Exports 33,306 42,001 45,287 120,684
Re-Exports 5,079 1,137 1,931 8,146
Total Exports 38,385 43,228 47,217 128,830
Balance or Trade -—23,123 +17,694 +12,672 7,333

STRUCTURE OF EAST AFRICAN TRADE

Three commodities, coffee, cotton and sisal,
account for nearly two thirds of East Africa’s ex-
ports, and, although the pattern varies to some
extent from territory to another, the export sector
of the economy, which is-the most powerful deter-
minant of the level of incomes in the region, is a
very narrowly based one. On the other hand, in ad-
dition to these main agricultural crops, a wide range

of other agricultural and mineral products are being
exported, many of which have a very considerable
growth potential. The table shows however, that
the whole list consists of primary food and raw
material products which are exported in a raw or
only very simply processed form: unroasted coffee,
cotton lint, sisal fibre, etc.

When examined separately, there are important
differences between the three territories. The most
obvious is the fact that Uganda is by far the most
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TABLE B. IL. 2

COMMODITY STRUCTURE OF DOMESTIC EXPORTS 1959
(Millions of pounds sterling)

E. Africa

Commodity Kenya Uganda Tanganyika

% % % %
Coffee 10.6 32 18.7 44 57 13- . 350 29
Cotton 07 2 154 37 67 15 . 228 19
Sisal 35 10 e 13.1 29 16.6- 14
Tea 36 11 1.2 3 08 2 56 5
Hides & Skins 16 5 09 2 19 4 45 4
Diamonds — = _ — 4.5 10 45 4
Oilseeds 06 2 03 1 28 6 37 3
Meat 20 6 — 15 03 35 3
Copper 04 1 28 6 e 32 3
Animal feeding stuffs 02 1 17 4 0.7 2 26 2
Pyrethrum 1.9 6 — - 192
Gashew Nuts 01 — —_ - 1.6 .3 1.7 ¥
Sodium Carbonate 1.7 5 e — 1.7 1
Maize .13 — e 0.1 — 12 1
Beans, Peas 03 1 — 0.8 .2 1.1 1
Wattle Bark Extract 1.0 3 P 03 1 13 1
Other 4.0 12 1.1 3 4.8 11 99 9
Total Domestic Exports 33.3 100 42.1 100 45.3 100~ 120.7 100

heavily specialized, with no less than 80 per cent
of her export earning being derived from cotton and
coffee. The potential instability which results from
this narrow foundation to the economy is obvious,
especially in a situation where, as in recent years,
there have been heavy falls in the price of robusta
coffee. However, in 1938 cotfton alone accounted
for 80 per cent of exports and in the middle of the
1920s for more than 90 per cent of exports. A striking
feature of agricultural development in Uganda
since that time has been the recent emergence of
coffee as the major export crop. Within the past
five years two new products, tea and copper, have
begun to emerge as contributors to Uganda’s export
earnings, and it is hoped that the former, at least,
may come to play an important part in the diver-
sification of the economy. Kenya and Tanganyika
are less narrowly based, and are generally more
favourably placed than the majority of tropical
African countries.

Just as the commodity structure of East African
exports reveals the characteristic pattern of the
primary producing ecconomy, so the structure of
imports is typical of the underdeveloped economy
in which the main requirements which it draws
from the outside world are manufactured goods,
especially machinery and transport equipment, tex-
tiles, and, in the absence of local supplies, fuel oils.
The position in outline is shown in the table below
in which imports are grouped according to the Stand-
ard International Trade Classification.

Clearly the range of commodities imported
is too wide to be capable of much detailed analysis,
but the additional figures in the lower part of the

table show some of the major items which are in-
cluded in the SITC groups. An important feature is
the large proportion of imports of textiles, although
the proportion in value has tended to decline because
of the growing importance of cheap ‘fabrics, mainly
of synthetic fibres, imported from Japan. As recently
as the 1930s those items accounted for between 25
and 30 per cent of the value of total imports, although
the propor‘mon has now dropped to around 10 per
cent. The piece goods trade in East Africa is import-
ant in an understanding of the general structure
of internal trade and commerce, where, especially
in the case of the smaller Asian owned enterprises,
it has frequently formed the base from which ex-
pansion into other lines of trade and manufacture
have sprung. -

Direction of Trade:

It is characteristic of the trade of the tropical
African dependenciés of the European powers that
a large part of their trade is conducted with the
metropolitan power, or within the currency area
to which the metroplitan power belongs. East Africa
is no exception to this, but :the geographical dis-
tribution of its trade does not neglect, to any signi-
ficant extent, preferential devices. Apart from war-
time and post war exchange control measures, which
have generally been used to conserve dollars and
other scarce currencxﬁs, and are common to the
whole sterling area, the ‘only other restrictive device
has been a small amount of import licencing, whose
main effect has been- to.-limit imports from Eastern
European countries. afid. Japan. In the latter case
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TABLE B. IL. 3

STRUCTURE OF NET IMPORTS, 1959
(Millions of pounds sterling)

LT.C. Section Kenya Uganda Tanganyika E. Africa
e % % pA
Food 50 8 1.1 4 23 7 84 7
Beverages and Tobacco 08 1 02 1 03 1 13 1
Conde Materials 07 1 0.1 — 0.1 — 09 1
Fuels 7.5 12 21 8 3.7 11 13.3 11
Animal oils and fats 03 — 0.1 — 0.3 0.7 1
Chemicals 44 7 19 8 21 6 84 7
Manufactured goods 179 30 9.5 38 13.2 38 40.6 33
Machinery and Transport 16.9 28 6.9 27 9.1 26 329 27
Miscellaneous Manufactures 4.7 8 23 9 26 7 96 8
Misceilaneous items 33 5 1.2 5 1.0 3 55 4
TOTAL 61.5 100 25.5 100 34.5 100 121.5 100
Principal Commodities
Mineral Fuels & Lubricants 7.5 12 21 8 3.7 11 13.3 11
Cotton Piece Goods 26 4 14 5 3.2 9 72 6
Synthetic Fibre Piece Goods 1.0 2 19 7 1.5 4 44 4
Motor Cars 29 5 1.3 5 12 3 54 4
Buses & Lorries 09 2 04 2 1.2 3 25 2
Non-electrical Machinery 36 6 1.8 7 22 6 76 6
Medical products 1.0 2 0. 2 0.6 2 21 2
Vehicle Tyres 08 1 0.6 2 0.7 2 21 2
Iron & Steel Goods. 29 5 09 4 20 6 58 5§
Corrugated iron sheets 06 1 08 3 05 1 1.9 2
Clothing 09 1 08 3 08 2 25 2
Refined Sugar 1.6 3 — 08 2 24 2
TOTAL OF ABOVE 26.3 12.5 18.4 57.2
% OF ALL IMPORTS 44 48 51 48

these restrictions have now been almost wholly
withdrawn, and as a result Japan has risen to second
place on the list of suppliers of imports to East
Africa.

A comparatively small group of countries
account for a very large share of East Africa’s trade:
about two thirds of the exports go to five countries
(the United Kingdom, West Germany, the United
States, India and Japan), while a similar number

(the United Kingdom, Japan, Iran, West Germany,
India) provide about two thirds of the region’simports.

The importance of the United Kingdom and
India is of particular significance, and the principal
cause is the historical association of trading con-
cerns in East Africa with parent or related companies
in either Britian or the Indian sub-continent.

The following table summaries the importance
of the small group of countrics mentioned above

TABLE B. 1I. 4

DIRECTION OF TRADE BY CURRENCY AREA, EAST AFRICA, 1959
(Millions of pounds sterling and percentages)

N Exports and Re-Exports Imports
United Kingdom 34.5 26.3 45.7 37.6
Other sterling Area 28.6 22.2 21.0 17.3
TOTAL STERLING AREA 63.1 49.0 66.7 55.0
Dollar Area 14.3 11.1 4.3 3.5
Non Sterling O.E.E.C. 37.4 29.1 23.5 19.3
Other European Countries 0.6 0.5 0.8 0.7
Other Asian and African Countries 10.9 8.4 20.2 16.6
Unclassified 2.5 1.9 5.9 4.9
TOTAL 128.8 100 121.5 100
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as markets for the disposal of East Africa’s three
major commodity exports:

TABLE B. II. 5

% of total exports purchased by '

It indicates that not merely is the Fast African eco-
nomy narrowly based from a commodity point of
view {since these three items account for more than
60 per cent of total exports), but also that the tradi-
tional markets are few in number, and that, therefore,

Commo- a decision by any one of these countries to vary
dity U.K. W.Germany U.S.A. India Japan its East African purchases is likely to have serious
Coffee 20 26 25 __ - repercussions on the local economy. This has already
Cotton 3 11 - 34 19 happened yvhen India s§verely reduced h_er imports
Sisal 31 5 7 2 7 of cotton in 1957, and it also indicates, in the case
of West Germany, why Britian’s relationship with

TABLE B. II. 6

DESTINATION OF DOMESTIC EXPORTS 1959
(millions of pounds sterling and percentages)

Kenya Uganda Tanganyika E. Africa

£ A £ 7 £ Yo £ 7o
United Kingdom 8.1 24.3 83 197 162 358 326 270
W. Germany 8.0 24.0 2.5 5.9 5.7 8.2 14.2 11.8
U.S.A. 2.7 8.1 6.5 154 3.4 7.5 126 104
India 1.5 4.5 73 173 2.7 6.0 11.5 9.5
Japan 1.3 3.9 3.6 8.5 2.5 5.5 7.4 6.1
Netherlands 1.3 3.9 1.7 4.0 4.0 8.8 7.0 5.8
Belgium 0.5 1.5 2.3 5.5 2.0 44 4.8 4.0
Hong Kong 0.3 0.9 14 33 25 5.5 4.2 35
Italy 1.3 3.9 1.2 2.8 1.0 2.2 3.5 2.9
South Africa 1.3 39 1.3 3.1 0.7 1.6 3.3 2.7
Australia 0.9 2.7 1.1 2.6 1.2 2.6 3.2 2.7
Canada 0.5 1.5 0.4 0.9 0.4 0.9 1.3 1.1
Denmark 0.3 0.9 0.1 0.2 0.7 1.6 1.1 0.9
Israel 0.2 0.6 0.7 1.7 0.2 0.4 1.1 0.9
Congo & Ruanda 0.4 1.2 04 0.9 0.1 0.2 1.0 0.8
Other 48 14.2 3.3 8.2 4.0 8.8 12.1 9.9

TOTAL 33.3 100 42,1 100 45.3 100 120.7 100

TABLE B.IL 6 {Cont.) - ORIGIN OF IMPORTS?
East Africa

£ %

United Kingdom 45.7 37.8
Japan 104 8.6
Iran 8.0 6.6
W. Germany 7.9 6.5
India 6.3 52
South Africa 5.9 4.8
United States 3.8 3.1
France 3.7 3.0
Bahrein Is. 3.2 2.6
Italy 2.5 2.0
Hong Kong 2.0 1.6
Belgium 1.9 1.6
Australia 1.3 1.1
Sweden 1.2 1.0
Other 17.8 15.5
121.5 100

2 Statistics are not available showing the origin of Net
Imports for each of the three territories separately. Because
of the large volume of interterritorial transfers, the territorial
figures showing the origin of Direct Imports are of limited use.
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the European Common Market is of considerable
concern to East Africa, where fears have been ex-
pressed over the future of coffee sales to this most
important market.

Terms of Trade

In countries in which external trade plays a
large part in the determination of the level of money
incomes and economic activity in general, the re-
lative movement of import and export prices is
obviously critical. Official data on these matters and
on the terms of trade is limited in East Africa and
confined to a series of short periods. The following
estimates are an attempt to provide a single series
covering the period from 1946 up to 1959 and which
indicates the very favourable price changes which
have taken place, and especially in the middle years
of the 1950s. It is also useful to compare the different
pattern of import and export prices in each of the
three East African territories, for, although the
general trends have been very similar, the divergences
in the last few years have been most significant in
relation to development policy and to its effects on
money incomes.



TABLE B. II. 7

Import and Export values, and Terms of Trade, Kenya, Uganda, and Tanganylka
1946-1959. (1946-100) .

Kenya Uganda Tanganvika

Import Export Terms Import Export Terms Import }prort -+ Terms

Unit Unit of Unit Unit of Unit Unit: . of

Values Values Trade Values Values Trade Values - Values -+ Trade
1946 100 100 100 100 100 100 100 100 100
1947 116 130 112 108 113 105 116 - 120 109
1948 129 163 126 128 144 ’ 113 139 150 108
1949 134 189 141 134 189 141 145 163 112
1950 131 254 194 130 227 175 141 202 143
1951 162 338 209 160 340 213 174 303 177
1952 172 308 179 171 332 194 186 275 148
1953 157 208 132 156 258 165 169 212 125
1954 141 292 207 139 277 199 151 208 138
1955 145 276 190 136 230 169 145 - 181 125 -
1956 152 274 180 140 225 161 147 189 129 -
1957 155 265 171 136 222 163 144 183 127
1958 143 245 171 135 214 159 144 169 117
1659 150 254 169 136 189 139 142 177 125

The importance of the period from 1946 to
1951 can clearly be seen: export values more than
trebled, while import prices rose by only 60 or 70
per cent. The situation by 1951, therefore, was that
East Africa could purchase about twice as many
imports for a given volume of exports as she had
been able to do in 1946. Inevitably the stimulus
which this gave to the economy in these years was
very great. But, while there is no doubt of the tre-
mendous material benefits which accrued to East
Africa between 1946 and 1951 from the favourable
price movements, they did have the effect of con-
cealing many of the basic problems of economic

development, and of covering up the real costs of
such development. The expansion which took place.
during the immediate post war decade should there-
fore be regarded as being periods of windfall nature,

If one looks more closely at the last few years,
during which an unfavourable movement in prices
has taken place, it is possible to see that there has
in fact been a very considerable increase in export
production which supports the view:that, while in
money terms there has been an apparent stagnation
in the economies, in terms of real output the rate
of increase has been even more remarkable than in
the years of rising prices.

TABLE B. II. 8
Volume and value of Exports 1959 (1954=100)

" E. Africa

Kenya Uganda Tanganyika
Volume Value Volume Value Volume Value Volume »V,aluef
1956 151 143 123 136 124 134 118
1959 188 163 154

Source:

EAST AFRICA’S BALANCE OF PAYMENTS:

Balance of Payments estimates for the three
East African territories taken together in their trans-
actions with the outside world, and ignoring all
interterritorial transactions, exist as a series from
1956. In the post war years the balance of marchandise
trade has been unfavourable, except in the three
years 1950-51-52 and again in 1958 and 1959. More-
over, there has been a persistent deficit in invisible
transactions, which leads to a permanent deficit in

147 125 158 . 124

Quarterly Economic and Statistical Bulletin, September 1960,

the balance of payments on current account. This
deficit is financed by an inflow of capital by both
private and official bodies. The following table
gives a summary of East Africa’s balance of payments
position (full details are shown in the table in the
Appendix.)

As will be seen from the more detailed table
the major item which is-responsible for the deficit
on invisibles is the balance of ‘intefnational invest-
ment income, which has involved” net average an-
nual payments of about 6:7 milliens, Most of- these
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TABLE B. IL. 9
Balance of Payments, East Africa Summary 1956-1959:

1956€ 1957 1958 1959
£mn £mn £mn £mn

Merchandise Trade® —15 —23 +1 -+ 6
Invisible items. —18 —17 —19 —19
Current account ' —32 40 —18 —13
Private Capital 421 418 11 -+ 6
Public Capital 22 418 -L10 -+ 4
Monetary system —1 4+ 5 —1 + 4
Errors and omissions? —10 —1 —2 —1

3The method of valuation of merchandise trade for bal-
ance of payments purposes differs from that used in the
Annual Trade Reports, 3o that these figures do not exactly
correspond to those used elsewhere in this article,

4 Since the East African currency is based on a sterling
exchange system, and since the commercial banks operating
in East Africa are all branches of expatriate enterprises,
changes in the level of currency lead to changes in the level
of overseas sterling reserves held by the Currency Board.
Transfers of funds by the commercial banks between their
branches in East Africa, and their head offices or branches
elsewhere in the world also effect this item.

payments result from the remission of interest and
profits by private firms, but there are also net annual
interest payments of about 12 millions annually
by the three territorial governments and the agencies
of the East Africa High Commission. Much of this
arises from the large public debt of the Kenya Govern-
ment and the East African Railways and Harbours
Administration. On the other hand, the Uganda
Government has only a small public debt, and is the
owner of large, though shrinking, overseas assets
{mainly in the from of the Price Assistance Funds
held by the statutory marketing boards for cotton
and coffee) and enjoys a net income from overseas
on this account. In the capital account the most
noticeable feature has been the steady decline in
the net capital inflow, and all the indications are
that in the private sector there has been a net outflow
since the middle of 1959,

One of the biggest problems in the way of a
fuller understanding of the working of the East
African economy is that there are no published
official estimates of the balance of payments of the
three territories individually, in spite of the fact
that nearly all other statistical information in East
Africa is published on a territorial basis, and that
there are undoubtedly very important differences
between the three territories. It follows that, from the
point of view of the general economic development of
the three countries, it is impossible to know the exact
account of resources currently available to each
territory. It has already been noted that there are
many ways in which the territories are associated
with one another, and some of these present very
real difficulties as far as separating the individual
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territorial elements from the regional accounts is
concerned, A common currency and banking system
obviously present many statistical problems in the
way of making an accurate account of interterritorial
payments flows, and in addition the fact that many
of the larger commercial enterprises operate in each
of the territories means that funds can be freely
transferred from one to the other without any account
being made of them.

Despite these difficulties, however, it is possible
to deduce in general terms the direction of payments
flows within the region, and the first significant in-
dicator is the balance of visible trade of the three
territories. Kenya has a large external deficit, while
Uganda and Tanganyika have surpluses, but these
are to some extent offset by the interterritorial trade
balances in which Kenya is in surplus and the ot her two
territories in deficit. Part of the Kenya deficit is due to
the fact that many interterritorial agencies and enter-
prises are located in the territory. As well as her
enterpot function, Kenya also has a much larger
immigrant population than either Uganda or Tan-
ganyika, which has had a higher propensity to con-
sume imported goods. Also, until recently, there
was a net inflow of immigrants’ funds which helped
to pay for some of these imports.

The main point, however, is that as far as in-
visible items of the accounts are concerned, there
are considerable net payments to Kenya, both from
the outside world and from the rest of East Africa.

The Uganda surplus on the other hand is ecasy
to explain. Uganda’s true merchandise trade sur-
plus is, however, rather smaller than is suggested
by the simple comparison of the export and import
totals, since these are valued on an f.o.b. and c.if.
Mombasa basis. The result is that exports are over-
valued and imports undervalued by the cost of the
rail freight between the Uganda border and Mombasa.
It is likely that, by taking account of this, the actual
visible trade surplus would be reduced by as much
as three or four million pounds. However, even
taking account of this, there is no doubt that a sub-
stantial visible trade surplus still exists which has
formed a permanent feature of the economy since
the 1920. At one time it was suggested that the sur-
plus arose from the low level of imports, caused by
the reduction of peasant farmers’ incomes through
the operation of the statutory marketing boards,
which especially in the early 1903s, built up very
large reserves as Price Assistance Funds. At the
same time, the fiscal policy of the Uganda govern-
ment, by levying heavy export taxes on cotton and
coffee, led to large budget surpluses, which also
resulted in the accumulation of substantial overseas
sterling reserves. While there is no doubt that both
of these factors must have had an inhibiting effect
on the level of imports, the export surplus in relation
to the total volume of trade was no larger in the
post war years when these policies were in operation
than it had been before the war when there were no
statutory marketing boards. The cause of this parti-



cular trading pattern has to be sought more deeply
and it is now fairly clear that it is to be found in the
field of interterritorial balance of payments flows.
Thus for example, the fact that Uganda exports
goods worth £ 12 millions f.o.b. Mombasa does
not mean that Uganda residents necessarily have
£ 42 millions of foreign exchange which they can
dispose of by purchasing imports, The over-valuation
of Uganda’s export proceeds is not only due to
the inclusion of internal transport costs but also to

that part of commercial profits which is carried by
non-Uganda residents.

Any attempt to provide a territorial breakdown
of balance of payments items is bound to be conjec-
tural and tentative, and in fact on the capital account
is almost impossible. The table below, however,
based on unofficial estimates suggests some of the
likely orders of magnitude in the current account
which show the probable directions of these payments
flows within the region.

TABLE B. II. 10

UNOFFICIAL ESTIMATES OF THE EXTERNALAND INTERTERRITORIAL BALANCE
OF CURRENT PAYMENTS AND RECEIPTS 1959
(Millions of Pounds Sterling)

Kenya Uganda Tanganyika East Africa
Rest of East Rest of East Rest of Fast
World Africa World Africa World Africa
Merchandise Trade 23 -+ 7 +17 — 1 $+12 — 6 4 6
Invisible Ttems — 9 -+ 6 -—5 4+ 4 — 5 —2 —19
Current Balance —32 +13 “+12 —5 4 7 - 8 —13

Trade and National Income:

The importance of foreign trade in the East
African economies has already been noted. The
simplest way of assessing its importance in quantita-
tive terms is by analysis of the relationships between
export earnings, total incomes and expenditure on
imports. Unfortunately, it is only possible to sketch
this relationship in outline because of the present
state of national income accounting in the three
territories. Estimates are at present only available
of Gross Domestic Product for each country, (and
of Domestic Income for Kenya) and, since balance
of payments data are only available for the region
as a whole, the actual amounts of income available
to the people in each territory is not known. Further-

more, the methods by which Gross Domestic Product
are calculated vary in each country according to
the availability of statistical data, and, therefore
even the aggregated figures fo rthe whole of East
Africa have to be treated with some caution. Again,
the Iength of time for which even moderately con-
sistent series of national accounting data is avail-
able is very short, so that trends in the relationship
between changes in the levels of exports, incomes
and imports can be only very tentative. However,
if these qualifications are borne in mind, some con-
clusions can be provisionally arrived at.

The following table indicates in broad outline
the current relationship between foreign and in-
territorial trade and domestic incomes.

TABLE B. I1. 11

EAST AFRICA: EXTERNAL TRADE & DOMESTIC INCOME,
KENYA, UGANDA, TANGANYIKA AND EAST-AFRICA 1959

(Millions of pounds sterling)

Domestic Inter-terr- Inter-terr-

Income Domestic itorial Total (4) as % Retained itorial Total (8) as %

(Money) Exports Exports Exports of (1) Imports Imports Imports of (1)

1 2 4 5 6 7 3 9

Kenya 163 33 12 45 28 56 5 61 37
Tanganyika 106 45 3 48 45 33 8 41 39
Uganda 108 42 5 47 44 24 7 31 29
Fast Africa 377 120 20 140 37 113 20 133 35

Even allowing for the limitations of the data,
it is evident that the ratio of dependence of export
earnings to money incomes is (a) significant and
(b) different between one territory and another.
Kenya relies much less on foreign exports than do
either of the other territories, for only about 20 per
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cent of total incomes are derived directly from this
source, although on the other hand, her sales to
Uganda and Tanganyika (Interterritorial Exports)
are relatively large. Therefore Kenya incomes are
much less liable to be affected by fluctuations in
the world prices of her export crops than are either



TABLE B. II. 12

DOMESTIC EXPORTS, NET IMPORTS AND DOMESTIC INCOME 1954-1959
(million of pounds sterling)

Money Kenya Money Uganda Money Tanganyika

Income ~ Exports . Imports Income Exports Imports Income  Exports Imports
1954  112.7 20.3 60.3 930 406 25.2 79.1 36.2 32.0
1955 1349 25.7 - 715 102.3 419 340 81.8 36.2 43.5
1956 1452 29.0° 69.8 103.2 404 28.1 89.3 44.9 359
1957 1542 26.4 72.0 109.8 459 28.9 92.9 394 39.3
1958 1559 29.3 60.9 106.7 454 27.0 97.9 41.7 33.6
1959  163.2 "33.3 . 615 108.3  42.1 25.5 106.1 45.3 34.5

Uganda or Tanganyika, and since this factor is
usually the main source of instability in the incomes
of underdeveloped countries, its relatively weak
effects in Kenya are highly relevant in the considera-
tion of general problems of development. It may
be added, however, that some additional incomes
are generated in Kenya from the handling of Uganda’s
trade through the port of Mombasa, and also from
that proportion of Tanganyika’s exports and imports
which are also routed by way of the port. Thus
fluctuations in Uganda or Tanganyika’s exports
will have seconfdary effects on the Kenya economy.
The relationship between foreign and interterritorial
exports as a source of income generation is also
significant, since the market conditions for each
are only remotely related. More than a quarter of
Kenya’s total sales outside her own boundaries
are made in Uganda and Tanganyika, and thus
these countries represent an important market for
a number of Kenya’s industries. About a quarter
of the total output of Kenya’s manufacturing in-
dustry is sold in the two neighbouring territories.

Both Uganda and Tanganyika are much more
strongly dependent upon foreign export earnings,
and they alsc make far fewer sales within the rest
of East Africa than does Kenya.

The table above shows the trends of exports
and money income in the three territories since 1954,

The direct relationship between exports and
total incomes is by no means a complete measure
of the extent to which the economies are dependent
on external trade. Many other activities within the

Part II

domestic economies could not be sustained if it
were not for the export sector: thus, for example,
the level of internal transport services by road and
rail available to the non-export sector relies on the
guaranteed traffic provided from exports. Likewise,
a great part of the whole commercial sector, such
as the marketing of local food produce and retail
distribution generally has grown to its present state
of efficiency because of the large volume of export
sales and the network of primary buyers throughout
the region.

The level of imports is closely related to levels
of personal income, and the limited data which is
available suggests that both the average and marginal
propensities to import are high. In part this is due
to the commodity structure of the import trade in
which, as we have seen, piece goods and other man-
ufactures for the bazaar trade occupy an important
place. It should also be remembered that the income
receivers most likely to be affected by fluctuations
in export values, and hence those whose pattern of
expenditure on imports is most likely to fluctuate
in sympathy, are the Africans. A large proportion
of the non-African population of East Africa is en-
gaged in salaried employment, and their incomes
are much more stable. In Uganda a rather lower
percentage of total incomes are spent on imports
than in either of the other two territories. This is
due mainly to the fact that a higher proportion of
the country’s incomes are owned by Africans, who
are morte likely to purchase local food produce with
their available cash.

" INTERREGIONAL TRADE

A. Interterritorial Trade and Institutions:

A separate analysis’ of trade between Kenya,
Uganda and Tanganyika — or interritorial trade —
is necessary because it is important to examine the
political and economic relationships which have
made possible its growth in recent years. It is largely

because of the existence of certain regional institutions,
and the absence of internal obstacles that this trade
has grown to a point where it accounts for about
14 per cent of all imports and exports, and has thus
come to represent an important element in their
internal economies. By contrast, trade with neigh-
bouring countries outside East Africa is extremely

B—33



TABLE B. IL. 13

Foreign and Interterritorial Trade 1948-1959
{million of pounds sterling)

exports of which Inter-

Year  Domestic  to neighbour- Net territorial
Exports ing countries Imports Exports

1948 g L 59.1 6.0
1949 54.3 1.9 78.0 7.3
1950 68.9 2.5 73.5 8.8
1951 110.6 2.7 104.1 9.2
1952 119.5 3.6 121.1 10.1
1953 87.1 3.5 105.8 13.5
1934 97.1 4.8 117.5 14.4
1955  103.8 3.7 149.0 15.6
1956 114.1 3.9 133.8 15.5
1957 111.7 4.0 140.2 18.8
1958 116.4 34 121.5 217
1959 120.7 3.5 121.5 20.1*

* The apparent drop in inter-territorial trade in 1959 is
due to a slightly different method of valuation which was
introduced in that year.

small and irregular, and accounts for no more than
3 per cent of total exports and well below 1 per cent
of total imports.

While it is clearly true that the major trading
influence on East Africa is an external one, namely
the state of the world markets for primary produce,
there has been a substantial development in recent
vears in two types of trade between the territories
themselves. The first of these is the interchange of
local produce and manufactures, and the second
is the interritorial transfer of goods of foreign origin.

It is paricularly significant that interterritorial
trade in East Africa has grown at least as rapidly
as external trade throughout the whole post-war
period since the changing prices have been of much
less direct significance in determining the value of
trade between the three territories. Improved in-
ternal transport, by road, rail and air, and such
technical advances as refrigeration, have also played
an important part in opening up the whole East
African market to the producers in individual terri-
tories, while the higher incomes gained from the
export of primary produce have similarly enlarged
the internal market. A second factor has been the
qualitative change which has taken place in trade
within East Africa.

For many years, the majority of goods traded
were locally produced foodstuffs in a raw or simply-
processed state, but more recently there has been a
marked increase in the proportion of manufactured
goods and packaged and processed foodstuffs. With
this change has come the growth of import sub-
stitution, however, and all the problems of losses
of customs revenue which that entails within a com-
mon market. At the same time the growth of in-
ternal trade has provided an important clement
of stability in these economies, which are so sen-
sitive to external influences. This is especially so

in the case of Kenya, where more than a quarter of
all the country’s exports are sold to Uganda and
Tanganyika.

The development of interterritorial trade has
undoubtedly brought considerable benefits to the
region as a whole, but they are benefits which clearly
vary widely in their incidence. Uganda and Tan-
ganyika still remain much more dependent on world
commodity markets than does Kenya, whose national
income in any case is less dependent on earnings
from foreign exports. For East Africa as a whole,
however, the relative importance of interterritorial
trade is likely to increase as improvements in pro-
ductivity take place, and as new goods come into
production.

The introduction of manufacturing industry
into East Africa is a comparatively recent develop-
ment, and in the early stage productivity is likely
to be low. At the same time, the possibilities of local
manufacturing industry replacing foreign imports,
although obviously limited for some time to come,
are only beginning to be opened up. There are thus
strong expansionist forces in interterritorial trade,
which should be sufficient to maintain its rate of
growth even if development slows down in other
sectors under the influence of falling world prices.

The bulk of interterritorial trade is still in food-
stuffs, beverages and cigarettes, and these three
items alone account for more than half all inter-
territorial exports, but as has been already mentioned,
the traditional items are changing in character,
and they are also diminishing in importance in re-
Iation to the total value of trade, for there has been
a very considerable increase in the quantity of local-
ly manufactured goods of all descriptions being
traded. For example, out of Kenya’s £12.3 millions
of total sales to Uganda and Tanganyika, no less

TABLE B. IL 14

Foreign and Interterritorial Trade 1959:
{millions of pounds sterling)

Exports to
Rest of E.
A. Exports Exports Africa as
Domestic to rest of %, of Total
Exports E. Africa Total %
Kenya 33.3 12.3 45.6 27
Uganda 421 5.2 47.3 11
Tanganyika  45.3 2.6 47.9 5
E. Africa 120.7 20.1 140.8 14
Imports
B. Imports Imports from
Foreign from R.E.A. as
Imports REA. Total 9% of Total
Kenya 61.5 5.5 67.0 8
Uganda 25.5 6.5 32.0 20
Tanganyika  34.5 8.1 42.6 19
E. Africa 121.5 . 20.1 141.6 14
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than £4.3 millions now consist of manufactured
articles, and the other two territories are also now
selling a widening range of manufactured goods in
the East African market.

TABLE B. II. 15

Interterritorial Trade 1959
(Thousand of pounds sterling)

Imports Into

Tanga- East
KENYA EXPORTS Upganda Kenya nyika Africa
Meat and Meat Products 136 140 279
Dairy Products 634 233 867
Cereals and Flour 768 774 1542
Tea 131 436 567
Cigarettes & Tobacco 1040 911 1951
Beer 100 371 471
Soap 259 209 468
Cement 95 682 777
Timber 61 51 112
Metal Manufactures 483 475 958
Paper and stationery 204 77 281
Sisal bags 222 93 315
Cloting and footwear 462 708 1170
Other items 1186 1353 2539
TOTAL 5784 6513 12297
UGANDA EXPORTS

Cottonseeds Qil 682 153 835
Other Oils and Fats 212 15 227
Sugar 469 147 616
Confectionery 45 39 84
Tea 63 18 81
Animal feeding stuffs 82 — 82
Soap 46 15 61
Cigarettes & Tobacco 1132 710 1842
Timber 31 8 39
Metal Manufactures 33 18 51
Cotton piece goods 401 203 604
Electric energy 196 — 196
Other items 248 261 509
TOTAL 3640 1587 5227

TANGANYIKA EXPORTS
Tobacco 262 95 357
Meat & Meat products 50 19 69
Cereals & Flour 105 217 322
Fruit & Vegetable 230 78 308
Tea 44 — 44
Sugar 90 — 90
Oilseeds and nuts 197 — 197
Vegetable oils 187 146 333
Animal feeding stuffs 20 — 20
Timber 69 17 86
Metal manufacture 95 9 104
Electric energy 64 — 64
Other items 435 145 580
TOTAL 1848 726 2574
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There is little doubt that the future develop-
ment of manufacturing industry in East Africa must
look primarily to the local market rather than to
the possibility of exports for some time to come,
but the interpretation of the term “local market”
should, or at least could ,be somewhat wider than
it has been in the past, and should not be confined
to the three East African territories which form a
common market and utilise a common currency.

In discussion on the possible future develop-
ment industry in East Africa, the small size of the
local market is always regarded as the major obstacle
to expansion, It is obvious that a population of
about 22 millions, with average money incomes of
under £20 per head per year can only provide a
limited outlet for manufactures, particularly when
a large part of these low incomes is spent on locally
produced foodstuffs.

According to the latest estimates, the total
money incomes of the East African territories are
about £380 millions (approximately £18 per head),
of which about one third is spent on imports. This
has sometimes been taken as evidence that there is
very considerable scope for the expansion of import
replacing manufacturing industry. However, an ex-
amination of the import lists makes it clear that
only a small proportion of the items is likely to be
capable of local production in the near future. More
than half of all imports consists of new materials,
vehicles, machinery, iron and steel, and other com-
modities of a technical nature requiring such highly
capital intensive methods of production, as to make
the practical possibility of producing them in East
Africa unlikely for some time to come. Neverthe-
less, even if there were only thirty or forty millions
of pounds worth of imports at the present time which
could be locally produced, this is still very much
more than is being currently produced, and of course,
if steadily rising incomes can be achieved in the
region, then demand for goods of all kinds — im-
ported and locally produced — will go up. It is,
therefore, necessary to bave regard to the growth
of incomes, rising agricultural productivity, in-
creasing wages, and changes in the propensity of
East Africa’s residents to consume foreign goods
as opposed to those which are locally produced.

There has already been some replacement of
imported goods by local production. East Africa
has had a protective tariff since 1923, and it has
become increasingly protective in the past five years
as, first in one territory and then in another, industries
have began to establish themselves. Protection in
East Africa was originally introduced in order to
encourage the growth of agriculture in Kenya, es-
pecially in dairy produce, meat and cereals, and
the policy has now reaped very considerable rewards.
This sector of the economy has been one of the
most prosperous in the whole of East Africa, and
it has provided the basis from which much of the
subsequent commercial and industrial development
has sprung. The result has been that, although foreign



imports of foodstuffs have risen, they have done so
at a much slower rate than domestic production
and interterritorial trade in these items.

Alcoholic and non-alcoholic drinks (with clear
locational advantages for local production) have
also increased in production and variety in response
to rising incomes, although they have still a fairly
high import content, Tobacco and cigarette pro-
duction, too, is growing, and apart from the import
of a proportion of American and Rhodesian tobacco
for blending purposes, imports of manufactured
tobacco products are confined to a few luxury brands.
In these two items, of course, the problem of losses
of customs revenues from displacement does not
seriously arises, since both are liable to heavy excise
duties on local production. Perhaps the most in-
teresting long-term development has been in the
expansion of a wide range of manufactured goods
within East Africa. These new range from cotton
textiles to razor blades, and include paints, footwear,
cycle tyres, hollow aluminium and enamelware,
steel doors and windows, soap, paper bags, metal
boxes, shoes of leather and plastics, nails, glass
bottles and blankets. In addition to these there are
numerous other items such as furniture and leather
goods in which much greater product-variation is
appearing, and in which quality has improved so
that goods previously produced for small and limited
markets are now competing with the imported article
over the whole of East Africa,

The greater part of this development has taken
place in Kenya during the past few years, and her
exports to the rest of East Africa are now more
than double those of Uganda, and about five times
greater than Tanganyika’s. It is this situation which
has given rise to the most acute aspects of the pro-
blem of the loss of revenue from customs duties
which sometimes accompanies industrial develop-
ment. All three of the territories have lost some
revenue, but Kenya has gained considerably more
than the others from the income effects of industrial
development, and from the additional sources of
revenue which that new income has produced. Un-
fortunately, too, the most rapid period of growth
in the import-replacing industries has occurred at
a time when other sources of Government income
were shrinking, when demands for additional ex-
penditure were growing, and when ,in consequence,
the search for revenue was becoming most accute,

The Common Market:

The common market in East Africa has grown
up gradually over the last half century, but by the
late 1950s two new sets of factors began to operate:
the first was economic, the growth of industry and
the shortage of revenue which we have just discussed,
and the second was the political consideration of
what would happen as, and when, the three territories
approached independence. One possibility was that,
if they achieved political independence separately,

then the new African. governments might be more
nationalistic economically than their former colonial
governments. The second was the alternative ex-
treme, that Pan-African sentiments might bring
about close political association. For many years
such a closer union was regarded with suspicion
by some African leaders, who saw it as a device
which would maintain Kenya’s predominance over
the other two territories, but suddenly it became a
goal and an immediately practical possibility. In
such circumstances, and whatever was to happen
in the future, a review of existing inter-territorial
relationships became urgently necessary. Accordingly,
in 1960 the Raisman Commission was appointed,
and in 1961 a Conference was held in London to
consider the future of the services of the East Africa
High Commission.

Before examining the recommendations and
conclusions of the Raisman Commission, however it
is necessary to consider in some more detail the
institutional structure of interterritorial relation-
ships in East Africa as they have existed up to the
present time.

The present complex of interterritorial insti-
tutions and co-operation which are more than a
customs union, and yet less than full scale economic
integration, have grown up at different times, and
to meet particular administrative and economic
needs. The following are the main fields! of inter-
territorial co-operation-:

1. A common external tariff, (with very minor
local variations) and an internal free trade area;

2. A common income tax system, and common
rates of excise tax;

3. A common monetary and financial system,
with no restriction over the movement of funds
from one territory to another,

4. A number of common economic, scientific
and research services administered jointly by the
three territories through the agency of the East
Africa High Commission;

5. Facilities for consulation between the three
Governments on a wide range of matters of economic
policy; and

6. In the private sector, many commercial
enterprises operate in all three territories, having
headquarters either in East Africa or abroad, and
having complete freedom in the movement of per-
sonnel, goods and funds from one place of operation
to another.

The Tariff:

The basis of a common tariff in East Africa
dates from 1923 when, at the same time, the free
interchange of local produce between the three
territories was permitted. Before this time Tanganyika,
as a German administered territory, had had its
own customs tariff, while Kenya and Uganda had
a joint customs department and a common tariff
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since 1917. Tanganyika, however, still retained its
own customs department and published separate
trade statistics, while those of Uganda and Kenya
were aggregated.’

The tariff which was established in 1923 was
essentially a Kenya proposal and was strongly pro
tectionist for a limited range of products, despite
protests from Uganda, whose major interest at that
time lay in cheap imports. There has been conti-
nuouss argument ever since 1923 — and, indecd,
since the turn of the century — between Kenya and
Uganda on tariff matters, on the level of duties,
and their allocation as between the territories. Two
other issues were raised at the time of the 1923 customs
arrangements: first, the free interchange of local
produce, and second, the free interchange of imported
produce. There was little argument over the first
of these, but the second caused considerable friction,
with Uganda aund, especially Tanganyika, taking
the view that the major effect of allowing the free
interterritorial transfer of imports would be to streng-
then the entrepot function of Kenya, and draw the
majority of import traffic to port of Mombasa.
Moreover, they believed that the allocation of import
duties, when goods had been broken in bulk and
redistributed throughout the territories, would pre-
sent serious difficulties, and in fact would be likely
to operate primarily in Kenya’s interests.

In the event, the proposals regarding the inter-
change of local produce were adopted, but those
concerning imported goods were deferred and not
introduced until 1927. Throughout the 1920s Kenya
continued to press, partly on political grounds,
for the formation of a full customs union, and secured
the support of the Colonial Office in London, despite
the strong opposition which was being maintained
from Uganda and Tanganyika. Eventually, in 1927,
Tanganyika’s opposition was overcome, and the
interchange of imported goods was made completely
free, with a scheme for the payment of import duties
being made to the territory of final consumption,
which has remained substantially unchanged in
principle up to the present time. Where imported
goods were transferred from the territory into which
they had been imported to another territory still
in their original packages, then the whole amount
of duty collected on them would be similarly trans-
ferred. When, however, the packages had been opened
and the goods broken in bulk, then the duty would
be credited to the consuming territory at the rate
of 66 2/3 per cent of the value declared by the person

5This has presented considerable difficulties in the stat-
istical analysis of the trends in external trade for the three
territories separately, and for the region as a whole, Some
figures are available for Kenya and Uganda separately,
but their accuracy is open to question, and since Tanga-
nyika’s total exports and imports include trade with Kenya
and Uganda — some of which are re-exported and some
retained for internal use — it is again extremely difficult
to separate foreign from inter-territorial trade until well
into the post-war period. The figures for these early vears
which have been used in this report are based on the best
available estimates.

7

consigning the goods. This factor was designed to
cover the increase in price of the goods from their
landed import value to their reshipment price, because
of importers’ profit margins, charges for warehousing,
repackaging, etc. The system has remained essenti-
ally unchanged, except that the fraction has been
raised to 70 per cent of the consignor’s declared value.
This proportion has an important implication,
in that it assumes that the value added to these
transferred imports in Kenya is about 30 per cent
of their landed value, and this gives some indication
of the income derived by Kenya from the perfor-
mance of the entrepot role in East Africa.

The situation after 1927 was, therefore, that
there was freedom of movement of imported and
locally produced goods between the territories, a
common tarif and one customs department serving
Kenya and Uganda, with another serving Tanganyika.
An attempt had been made in 1926 to bring Nyasa-~
land into the same agreement, but it was rejected
by the Nyasaland Government except for the ex-
change of native produce.

The fact that the tariff had been largely drawn
up to reflect Kenya’s needs for agricultural protection,

‘however, continted to cause argument and give

rise to grievances. These were aggravated when, in
1929, the Kenya Government made proposals for
increased protective tariffs, and there was a stage
during the inter-government negotiations, when it
appeared that the customs union might break down
altogether. While all three countries designed to
retain a common tariff, they were not all prepared
to penalise their consumers in order to preserve
Kenya’s protectionist policies. A compromise was
reached by the introduction of Suspended Duties, a
device which retained a mutually agreed basic tariff
but which permitted any of the three territories to
impose additional duties up to a specified level, on
certain commodities. These additional duties were
to remain ‘“suspended” until brought into force
by legislative action in any of the territories, and
they applied to a number of agricultural products:
butter, cheese, wheat, rice, ghee, sugar and bacon.
Kenya, as was be expected, made full use of these
duties, which ,in some cases had the effect of doubling
the effective rate on certain commeodities Tanganyika
also employed them to a more limited extent, but
they have been hardly employed at all by Uganda.
The continued use of these Suspended Duties re-
presents the only significant departure from a wholly
common tariff in East Africa.

In all essentials, the organization of the tariff
remained unchanged, until the final step was talken of
amalgamating the customs department of Tanganyika
with that of Kenya and Uganda in 1948 when the
East Africa High Commission was formed. The
Customs and Excise Department with headquarters
at Mombasa, became one of the main revenue-
collecting agencies of the High Commission on
behalf of the three territories.

The present East Africa customs tariff is a
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single line tariff with five different rates of duty and
a free list, together with a number of specific duties.
The principle of non-discrimination is one which
has existed since the Congo Basin Treaties of 1885
and 1890 came into force.

At the present time the basic rate of duty is
24 per cent ad valorem of the landed cost of the goods
at the port of entry, inclusive of freight and insurance.
This latter provision imposes a heavy penalty against
air freight or postal importation,

The Free List consists chiefly of what may be
described as “development goods’ — machinery,
tractors and other agricultural machinery and equip-
ment, some building materials and fittings, medical
supplies, agricultural and certain foodstuffs. Goods
dutiable at the Assisted Rate of 1214 per cent ad
valorem includes paints and other building materials
(especially those which are also manufactured in
East Africa) glass, bricks and tiles, paper, and child-
ren’s toys. Motor vehicles and spare parts are charged
15 per cent. At the higher rates of 3315 per cent
and 60 per cent are butter, cheese, and jewellery in
the former category and perfumes, cosmetics, etc. in
the latter. All goods not included in these four groups
carry a duty of 25 per cent. In addition to the ad
valorem rates are a number of specific duties, some
of which, especially on textiles, clothing and foot-
wear, were introduced recently for protective pur-
poses in the interest of encouraging local industries.
These specific duties may be either alternative to
the ad valorem rates (the higher rate being charged
in all cases) or levied separately. Thus, for example,
unbleached cotton cloth is charged at either 30 per
cent ad valorem or 50 cents per square yard (which
represents an effective duty of about 100 per cent),
boots and shoes are charged at 25 per cent ad valorem,
or 1.50 per pair. Specific duties are also levied on ce-
ment, tyres, tobacco and a number of alcoholic and
non-alcoholic drinks.

There is now almost no criticism in East Africa
of the protective aspects of the tariff. All three govern-
ments are endeavouring to encourage local industries,
and most of them find it impossible to compete with
the products of Europe and Asia without substantial
protection. In a situation where there is abundant
labour, and where such capital as is available for
industry is specific to particular uses and not freely
mobile, the heavy protection of particular industries
may not lead to a misallocation of resocurces. The
real problem is not to be found in the still fairly
small range of items which are protected by high
specific duties, but rather in the high basic rate of
25 per cent which is applicable to so many consumer
goods whose cheap and easy availability would be
an incentive to effort on the part of peasant farmers
throughout the region. However, the fiscal structure
of Kenya, Uganda and Tanganyika is such that
customs duties are a major source of revenue, and
there is little hope of discovering alternative sources
of revenue which would be sufficient to compensate
for a general reduction in the basic customs rates.

The Monetary System:

Following the traditional pattern in British
dependencies there is no Central Bank, and all the
banks which operate in the three territories are
branches of overseas companies. The currency is
based on a sterling exchange system, managed
by the East African Currency Board, in which the
local currency is freely convertible at a fixed rate
of 20 East African shillings to the pound sterling.
Until 1957 the Currency Board was required to
maintain reserves in the form of sterling securities,
issued outside East Africa, sufficient to cover the
whole of the currency issue, but this has been re-
laxed and the Governments were permitted to in-
vest up to £20 millions in local securities. The total
currency in circulation is at present about £50 millions.
The remaining £30 millions of sterling securities
are still more than sufficient to enable the Currency
Board to meet its primary obligations, which are
to make available East African currency on demand
against deposits of sterling and sterling available
in exchange for East African currency. Although
the backing of the currency by locally issued secur-
ities means that there is in a sense a fiduciary issue,
it has not so far been suggested that the Govern-
ments could increase the amount of currency on
the basis of additional local issues. The main purpose
of the change of policy in 1957 was to mobilize a
part of the sterling assets previously sterlised out-
side East Africa for imports of investment goods,

The Government cannot finance expenditure
by creating new money or by borrowing from a
local commercial banking system, and so they have
to meet all expenditure from current revenue, re-
serves or external borrowing .For a number of years,
and so long as the Currency Board adhered to its
100 per cent sterling reserve requirement, there was
a strong feeling that the sterllization of large volumes
of sterling assets as currency reserves, when these
funds might have been used for development was
placing an undesirable brake on economic growth.
It was largely as a result of this kind of criticism
that the British Government agreed to a relaxation
of the external reserve requirements, first of all in
West Africa, and then in East Africa. Moreover the
fact that reserves still exceed probable requirements
for convertibility suggests that there is still a supply
of currency funds which can be drawn on for develop-
ment purposes — without endangering convertibi-
lity.

This monetary system has a number of obvious
disadvantages, chief among them being the fact
that it imposes a rigidity on economic policy, but
the important point to note in this context is that
the existence of a common currency and monetary
system has had one of the most powerful unifying
influence in the trade and commerce of British East
Africa.

On the banking side, the problem is somewhat
more complicated .It is often argued, and with just-
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ification, that since the banks which operate in East
Africa are all branches of foreign enterprices, their
credit policy is liable to be determined more by
conditions in the parent countries than by those in
the territory of operation.

For example, credit restriction in Britain, with
high rates of interest, can have repercussions on the
East African banks, in circumstances when the local
situation might demand more generous lending
policies. On the whole, however, this seems to have
been a serious factor in East Africa only on one or
two occasions, when a sudden tightening of credit
by the banks led to the contraction of the whole
system in wholesale and retail trading and produce
buying which had been built up on it. The banks
have been generally flexible in their lending, although
the greater part of bank credit has tended to flow
into import and export trading, and European type
agriculture in Kenya. Difficulties of land tenure
and the absence of satisfactory commercial colla-
teral have severely limited the extent to which the
banks have been able to lend to African agriculture
on normal commercial terms, with the result that
all the territories have provided Government-spon-
sored facilities of a banking nature to fill this gap.
It is obviously in the general interest of developing
economies such as those in East Africa that bank
credit should be easily available, and except in the
case of African enterprises both agricultural and
commercial, this has generally been the case. Of
course, the absence of central bank control has meant
that it has not been possible for the governments
to take any direct steps to influence the direction
or volume of credit which the banks issued, and on
the extent to which their credit policy was in line
with, or conflicted with economic policies which
were being pursued in other directions. This indeed
is the most serious argument in favour of the esta-
blishment of a Central Bank in East Africa, but on
the whole the effective working of such a Bank will
probably have to wait on the development of local
commercial banking institutions. A criticism often
made of the present system that there were few
opportunities for the local employment of surplus
funds held by the banks has to some extent been met
by the introduction of issues of Treasury Bills by
the East African Governments in recent years. The
banks have also always done a certain amount of
bill discounting and there is a small but active busi-
ness in commercial bills among the trading community
especially in Mombasa and Nairobi. There is, there-
fore, at least the beginning of an East African money-
ing market dealing in commerical and government
paper.

However, given the fact that the Currency
Board system assures the external exchange stability
of the currency, the main requirement of monetary
policy in countries like Kenya, Uganda and Tanga-
nyika is for a liberal credit policy, in order to provide
the greatest possible numbers of opportunities for
the money economy to penerate and eventually

supersede the subsistence sector. In relation to total
local deposits, loans issued by the commercial banks
in recent years have been high, so that it seems that
there has been little ground for critisism in this
respect.

As far as the future is concerned, it is probable
that after the countries become independent there
will be changes in the direction of more autonomous
monetary institutions. Already the headquarters of
the East African Currency Board have been trans-
ferred from London to Nairobi, which means that
close contact with the local economies can be main-
tained and that it will be easier for the Board to
assess the likely fluctuations in demands for currency.
The pressure for a more independent monetary
system may also increase if the present movement
of capital out of East Africa and the decline in the
currency in circulation continues at the rate which
has occurred during the past three years.

The gradual development of the present em-
bryonic local money market, together with the
growth of a more active participation by the Currency
Board in the economy through the use of a fiduciary
issue, and also most important of all, the growth
of local commercial banking institutions or a closer
local association of the existing expatriate banks,
are all necessary preconditions for the development
of an efficient monetary system in East Africa.

The High Commission:

The East Africa High Commission was formed
in 1948 with the function of administering common
economic, scientific and research services on behalf
of the three territorial governments. Two of the
services are financially autonomous, the East African
Railways and Harbours Administration, and the
East African Posts and Telecommunications Admin-
istration. The others, which include the revenue
raising Customs and Excise and Income Tax Depart-
ments, as well as a number of the research and scienti-
fic organizations, are financed by annual grants
from the three East African governments, as well as
by smaller amounts from the governments of certain
neighbouring countries, and from the United King-
dom. Proposals have recently been made by the
Raisman Commission for a different method of
financing the organization in order to provide a
greater degree of financial autonomy, and more
recently in June 1961, new proposals were made
for a complete reorganization of the High Commission
under a new name, the East African Common Services
Organization, into a form which is considered more
appropriate to the imminent independence of the
three territories.

The services which are jointly administered by
the High Commission at present are as follows:-
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1. Transport and Communications:
East African Railways and Harbours;
East African Posts and Telecommunications;
Civil Aviation and Meterological Depart-
ments.

2. Revenue Collection:
Customs and Excise Department Income
Tax Department.

3. Economic Services: o
Department of Economic Co-ordination;
Statistical Department (up to 30/6/61).

4. Research Services:

Agricultural and Forestry Research Organiz-
ation; . ;
Lake Victoria Fisheries Services;
Veterinary Research Organization Indu-
strial Research Organization;

Literature Bureau;

Institute of Malaria Research Organization;
Institute of Medical Research;
Trypanosomiasis Research Organization;
Virus Research Institute;

Leprosy Research Centre;

Desert Locust Survey.

Some of these bodies are clearly of direct relevance
to the development of regional trade, but the others
too, by their very existence, help to create climate
of interterritorial communication and cooperation at
various levels, which has a cumulative effect on the
attitude of many departments of government, business
men and FEast Africans generally.

The proposals for the reorganization of the
Commission, as agreed in London in June 1961,
are that the three Governors should be replaced
by the three principal elected Ministers of each
territory, and that a triumvirate of Ministers (one
from each territory) should be responsibie for the
four main groups of High Commission services:
Communications, Finance, Commercial and In-
dustrial Co-ordination ‘and Socidl and Research

Services. The Central legislative Assembly will re-’

main, and consist of the twelve Ministerial members
of the triumvirates, twenty seven members elected
equally from the territorial legislatives, a Secretary
General and a Legal Secretary. '

The importance of these new p’rbposals lies in

the unanimity with which they were adopted at a
conference at which more than half of the representa-

tives were members of elected legislatures. It suggests’
that after the territories become independent, the
structure of formal interterritorial co-operation which.

has been achieved will at least be maintained, and

could even provide a basis for political federation..

The longer term economic. implicatiohs of this are
obvious: given internal political stability, the in-
dependence in East Africa will be followed by the
continued existence of an economicallyintegrated
group of three self governing African countries.
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The Raisman Report:

The report of the Raisman Commission was
published in April 1961, and its recommendations
have since been accepted by the three governments.
It dealt principally with three aspects of interterritorial
co-operation. The first of these was the fundamental
question of whether or not the existing common
custorns and internal free trade area should be main-
tained, the second concerned the allocation of customs,
excise and income taxes between the territories; and
the third (which was closely related to the second),
was the provision of the East Africa High Commission
with #n independent source of revenue.

The Commission had no doubts about the
benefits which had accrued in the past, and were
likely to continue to accrue, to the region as a whole
from the existence of a common market and the absence
of internal restraints on trade. “There can be little
doubt that the Common Market is strongly in the
interests of East Africa, considered as a whole and
by itself””. (Raisman Report, Para. 59). However,
Africa is only to be considered as an economic whole
in certain limited respects, and it consists of three
separate territories which benefit in varying degrees
from the Common Market. It was from this situation
that the Raisman Commission came to consider
the possibility of devising some fiscal formula which
could translate into interterritorial terms the kind
of processes which take place within a single country,
whereby revenue earned in one place is made avail-
able for spending in another.

The kind of problem which arises in a customs
union — for example, the replacement of revenue
earning imports by local production, or the con-
centration of industrial and commercial development
in one particular locality — means that the benefits
of the union are unequally spread and in East African
terms this has taken the form of greater benefits
accruing to Kenya than to Uganda or Tanganyika.
The need was to find some device whereby that
proportion of the additional benefits which Kenya
received from the existence of the customs union
could be shared with the other territories. The bene-
fits which it was assumed that Kenya derived were
twofold: first, income from her entrepot trade,
and second income from the growth of manufacturing
industries, and certain types of financial and com-
mercial activity which relied on the markets of the
other two territories.

There were two possible ways in which the
Commission could have approached this problem,
one would have been to deal with the causes of
the inequalities, and to propose policies which would
have produced a more even spread of economic
activity throughout the region. This could have
been done by such means as for example the adoption
of the more orthodox types of location of industry
policy, or by an examination and reform of the
railway rating structure, or by some adjustments of
the tariff on a territorial basis. The other possible



line of approach was to deal simply with the effects
of regional inequalities and to devise a scheme whereby
the richer partner, Kenya, compensated the other
two, Uganda and Tanganyika. In the event, it was
the latter policy which they adopted, and the formula
which they recommended was that each territory
should contribute into a central Pool of revenue
6 per cent of the customs and excise revenue which
it earned, plus 40 per cent of the income tax which
it derived from those companies engaged in manu-
facturing and financial activities. This pool would
be devided in to two equal parts, one of which would
be shared equally between the territories — the
effect being that a country with large imports, many
industries subject to existences, and a concentration
of manufacturing and financial enterprises would
pay more into the Pool than she drew from it, the
difference being shared between the others whose
net receipts would be proportionate to their import
trade, excisable industries and other manufacturing
and financial activities. The remaining half of the
Distributable Pool would be paid fo the East Africa
High Commission.

It has been estimated on the basis of current
tax collections that this would involve Kenya making
net compensating payments of about £675,000 (or
about 2 per cent of total revenue) of which £310,000
would go to Tanganyika (adding about 1.5 per cent
to her revenue), £245,000 to Uganda (about 1.1
per cent additional revenue), and £120,000 to the
East Africa High Commission

There are a number of points which may be
made by way of a commentary on these proposals.
First there is the fundamental one of whether it
was right to concentrate attention on a scheme of
fiscal compensation, rather than examine some of
the more fundamental reasons for the unequal dis-
tribution of benefits throughout the region. The
argument against doing so would be that, in the
present stage of East Africa’s development, economic
activity should be allowed as much freedom as
possible, and attempts to direct industrial location
might have the effect of inhibiting such activity.
On the other hand it could well be that some of
the locational advantages of Kenya are more ap-
parent than real, and might depend on institutionatl
factors having historical reason, but not necessarily
sconomic justification. For example thest ructure
of the railway tariff, which is discussed elsewhere,
and into which, in fact, an investigation is currently
taking place could be an important determinant of
industrial location. The second comment is that if
current trends in the rates of development in the
three territories continue, then the net contribution
of Kenya to the other territories will rise steadily
and, since that country has had a budget deficit for
a number of years and is likely to continue to do
s0, these payments are more likely to come from
zxternal financial assistance than from a reallocation
of the territory’s own resources. Third, the whole
case for fiscal compensation arises from the divergent
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optimal interests of the three territorial govern-
ments. On economic grounds it is important that
where resources are scarce they should be used in
those areas where they will yield maximum economic
advantage. It is, of course, almost impossible to
calculate the net benefits of these revenue transfers,
but it is by no means self evident that the economic
return on this revenue, when transferred from Kenya
to Uganda and Tanganyika, will be greater than it
would have been if Kenya had retained it. However,
it is probably wisest to regard these transfers (since
they are so small in relation to total revenues) as the
price to be paid for maintaining regional unity in a
situation where revenue shortages were producing
strains and friction arising out of territorial self
interest.

Communications

East Africa’s internal communications system
focuses on the four ocean ports of Mombasa, Tanga,
Dar es Salaam, and Ntwara/Lindi. Each of these is
served by a railway line running inlands: that from
Mombasa serving the whole of Kenya and Uganda
as well as a part of nothern Tanganyika, the line
from Tanga serving the relatively rich sisal and
coffee producing areas from the Coast to the Kili-
manjaro region, the Tanganyika Central line runs
directly westwards to the shores of Lake Tanganyika
with a northern spur to Lake Victoria and it draws
its traffic from the whole central part of the country
and also from the Congo across the lake, while the
short line from the smaller parts of Lindi and Ntwara
gives access to the southern part of Tanganyika.
There are also a number of branch lines on the Kenya
and Uganda section of the railways which run into
the Kenya Highlands and into the north eastern
part of Uganda. The wide hintherlands served by
these four railways (of which only the first two have
so far been connected by a rail link, although the
construction of a further section joining these with
the Tanganyika Central line is in progress) are con-
nected by roads and inland waterways, while the
four main ports and a number of other smaller ones
are served by both ocean going and coastal shipping.
There is thus a fairly comprehensive network of
communication by land and water which links all
parts of East Africa and provides access to neigh-
bouring countries. In addition there are between
thirty and forty airports and landing strips in regular
use in all parts of the three territories.

QOcean. Shipping

In addition to the principal ports there are about
a dozen smaller harbours, as well as innumerable
minor landings, which are extensively used by coastal
shipping, and which provide an essential link in the
East African transport system. Mombasa carries
by far the largest amount of traffic, for it serves not



only Kenya, but also almost the whole of Uganda’s
import and export tonnage, as well as a large quantity
of cargo, especially imports, for northern Tanganyika.
It also carries that part of the transit trade with
the Congo and Sudan which passes through Uganda,
and is in addition, an important fuelling and supply
point for the major shipping lines which use the East
African points.

EAST AFRICA: HARBOUR TONNAGES 1938-59

Import Tonnage  Export Tonnage

1938 1959 1938 1959

000tons 000tons  000tons 000tons
Mombasa 600 1944 648 1188
Dar es Salaam 84 552 96 384
Tanga 36 72 96 228
Lindi/Mtwara — 36 — 96
TOTAL 720 2604 840 1896

At the present time the capacity of Mombasa,
and the railway system which serves it, is adequate
to cope with the traffic offering even if this was to
increase substantially, but there was a period shortly
after the end of the war when congestion in the port
was acute, and resulted in considerable delays to
shipping and to the receipt of supplies by the terri-
tories. It was alleged that the inadequacy of the
railways system, and its inability to move goods out
of the harbour areas, was the cause of the delays to
shipping —— in one case a vessel waited in Mombasa
harbour for more than two months during 1952
before it could be unloaded.

An interesting sidelight on the course of trade
during this period was the extent to which importers
sought alternative routes for the transport of their
produce. Many used the parcel post, which as mail,
had priority over general cargo, and trade goods
such as textiles, radio and other high value articles
reached East Africa in this way. Other firms ex-
perimented with air freight, either directly from
Europe, or from the less busy East African ports
such as Dar es Salaam.

Dar es Salaam serves a dual function as a major
East African port. In the first place it is the major
ocean terminal for Tanganyika, serving almost the
whole country, and second it is an important transit
point for goods to and from the eastern Congo and
Ruanda Urundi. For the handling of transit traffic
with the Congo, the Beligians for many years have
maintained a customs-free base in Dar es Salaam
harbour, and another at Kigoma at the western end
of the railway om Lake Tanganyika. Indeed, the
facilities at Kigoma belonging to the Belgians are
considerably greater than those belonging to the
East African authorities. Most of the traffic passing
through Kigoma in recent years has been coffee
from Ruanda Urundi, which was carried down
Lake Tanganyika from Usumbura, or from the
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Orientale Province of the Congo. However, the
bulk of transit traffic has not been of export pro-
duce in a seaward direction, but has consisted of
imported goods. There is no doubt that the Belgian
bases have the capacity to handle a greatly increased
volume of traffic in both directions. Also from Kigoma
there is a small amount of southward traffic down
Lake Tanganyika to the Northern Rhodesian port
of Mpulungu. We discuss elsewhere the extent of
trade between Tanganyika and Northern Rhodesia,
but it is sufficient here to note that there is a route
by which this area can be served from the East Coast
port, although it is, necessarily, a long and expensive
one.

A further long term development affecting Dar
es Salaam is the possibility of a rail link with the
Rhodesias. Although this proposal for joining the
Tanganyika Central Line with the Copperbelt of
Northern Rhodesia was extensively discussed in the
1940s, the idea has never borne fruit. Within Tan-
ganyika itself there has also been discussion of ex-
tending the line by means of a branch to Mbeya in
the Southern Highlands, which is close to the Northern
Rhodesia border, and as this line would pass through
the fertile Kilombero valley, where extensive agricultu-
ral development is planned, there are good prospects
that it may come into being in the not too distant
future. If this were to occur, and be followed by
extensive growth in this region, the burden at the
port would undoubtedly increase, although its equip-
ment is still capable of handling larger cargoes than
are likely to arise in the near future. A substantial
increase in the flow of traffic with the Congo, coupled
with the increase in local traffic, however, would
be likely to make additional berthing facilities ne-
cessary.

The two ports of Mtwara and Lindi serve a
very poor part of the country, and their development
is already well in excess of the demands plazed upon
them.

Coastal shipping:

An important part is played in the East African
transport system and foreign trade by coastal shipping
serving purposes which, in a more developed country,
would be performed by internal land transport.
These purposes are, principally, three in number:
first, the distribution of imports from the ocean
ports, second, the collection of exports to the ocean
ports, and, third, the movement of local produce
to other internal markets.

Coastwise traffic is handled by a wide variety
of vessels, ranging from the large mechanical craft
of the major shipping lines, and whose traffic is
regulated through the Coastwise Conference, to the
small dhows and schooners which ply informally
up and down the coast. The larger ships use the ocean
ports of Mombasa, Tanga and Dar es Salaam, and
also Zanzibar, but the smaller vessels call at the



many minor ports and landings down the whole
East African coast. There has been conflict for a
number of years between the larger companies —
members of the Conference — and the small in-
dependent schooners and dhows, but there is no
doubt that for many purposes traders welcome the
flexibility of the schooner and dhow services, not
only on grounds of cost, but because of the greater
flexibility of services which they provide.

In face of this competition the trend in recent
years has been for most of the larger lines to give
up coastal trading, and today only two of the major
companies provide regular services.

A good deal of the coastal trade results from
merchants and shopkeepers from the extreme northern
coastal town in Kenya or the Southern towns in
Tanganyika who visit the larger ports to obtain
supplies, and then strike private bargains with the
schooner or dhow operators for the transport of
their loads. As a rule the better quality goods will
go by the regular shipping lines, but old cargoes and
broken bulk goods, the typical stock in trade of the
smaller wholesalers and retailers, are often better
handled by schooners. The competitive advantage
which these smaller craft enjoy does not arise from
the fact that they charge a lower basic freight rate,
but because they are able to use show wharves where
they are required to pay much lower harber dues
than the larger ships. Apart from the trade conducted
up and down the Kenya and Tanganyika coasts,
there is also a certain amount of similar traffic to
Madagascar, Reunion, Mauririus, Seychelles, and
as far north as Aden and south to Durban. Also,
some of the items of Kenya’s exports and reexports
to the Sudan, Ethiopia and Somaliland arc shipped
by coastal steamers to the ports of these territories,
and the development of this entrepot function for
the whole East African coast is of considerable
potential value in the encouragement of regional
trade.

As in most of the rest of tropical Africa the rail-
ways consist of a series of links between the interior
and the coast, for it has traditionally been believed
that the usefulness of these territories, and their
main economic function, was the supply of primary
products to the industrial markets of the rest of the
world. However, the railway system in East Africa
is probably more integrated than are the systems
in other parts of tropical Africa and thus has un-
doubtly assisted in the growth of outstanding trade
and in the unification of the East Africa market.

Apart from minor branch lines the main frame-
work of the railways remains essentially what it was
before the first world war, The lack of new railway
development in recent years has been mainly due
to the very high costs of construction and the growth
of road transport, which has been favourably placed
to compete with the railways because of the freight
rate policy which the railway administration has
pursued.

The basis of the tariff of freight rates employed
by the East African railways administration has
always been to carry exports and local produce at
cheap rates, while imported goods, in general, were
charged at high rate. The railways are obliged by
statute to provide cheap transport ‘““to assist agri-
cuitural, mining ,and industrial development in
the Territories’”, and heavy and bulky agricultural
and mineral produce for export, of relatively low
value per ton, has been charged at much lower rates
than manufactured imports. Another feature of the
railway tariff is that the rate charged per ton/mile
falls as the length of the haul increases, and that a
very wide gap exists between the highest and the
lowest rates. Since the carriage of goods accounts
for about eight times the amount of revenue derived
from passenger traffic (and it is a growing proportion),
it is essential in the railway’s own interests that the
freight rate structure should be closely related to
its costs. At present there is littic or no scope for a
general reduction of rates to meet increasing competi~
tion from road services, and a reduction in the charges
on the highly rated commodities must be compensat-
ed for by increases on goods in the lowest classes.
This immediately has an effect on export prices paid
to producers. The railways have in fact recently
made some adjustments in their freight rates in these
directions, but it is not easy for them to do so when
they are faced with conflicting interests within the
territories. Flexibility in the rating system, however,
is essential to deal with such internal problems as
competition from road haulage, and also in relation
to the wider issue of endeavouring to extend the
hinterland which the railways serve into neighbouring
countries. Already within East Africa the railways
administration have adopted a special rating system
whereby goods can be carried by rail and road at
combined rates, and this is a fruitful field whereby
traffic across national boundaries could be generated
with the agreement of the governments concerned.

Inland Water Transport

The railways administration, in addition to
running rail and road services, is also responsible
for most of the vessels which operate on East Africa’s
inland waterways, although these are supplemented,
but to a diminishing extent, by dhows, canoes and
small motorised vessels. In some respects this is
the same situation as arises with coastal traffic where
small independent operators compete with the re-
gular lines. By far the most important of the inland
waterways is Lake Victoria, on which is carried more
than 70 per cent of all the traffic of East Africa’s
lakes and rivers, and on whose coasts and islands
are no less than 37 harbours and landings in regular
use. The importance of the lake is due to a number
of factors. First, it forms a junction between the
three territories, and thus is of concern to each of
them as a channel of communications for both pas-
sengers and freight. Second, it is touched at four
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major points on its southern, eastern and northern
shores by the railway, and therefore provides a link
between these points, and especially between the
Kenya Uganda and Tanganyika railway systems.
Third, the Lake basin is one of the most populous,
productive and fertile regions in the whole of East
Africa, and there is a long tradition of its use as
a means of communication.

In relation to the growth of interregional trade,
the role of inland waterways could be of very great
importance: Lake Nyasa links Tanganyika with the
Central African Federation and Mozambique, Lake
Tanganyika forms the frontier with the Congo and
Ruanda Urundi, Lakes Edward and Albert join
Uganda to the Congo, and the Nile is a highway
linking Uganda with the Sudan. Geographically,
therefore, these waterways provide an important
element of unity in the region ,which has not yet
been fully exploited. Lake Tanganyika, for example,
which is 450 miles in length, could serve a very large
hinterland in both its eastern and western shores,
but the traffic at present is still relatively small when
it is considered that it touches and thus joins together
four countries which we have been considering:
Tanganyika, Congo, Northern Rhodesia and Ruanda-
Urundi.

Roads:

In relation to the particular problems with which
this article is concerened these aspects of road com-
munication are of importance. First, within East Africa
itself the rapid growth of road transport would
create additional difficulties for the administration
of revenue allocation within the common market.
It is chiefly because the bulk of interterritorial trade
and transfer of imported goods have been carried
by the railways, that it has been possible for a reason-
ably accurate check to be maintained on the volume
and value of traffic and hence on the territorial
allocation of customs and excise revenue.

Second, almost all East Africa’s trade with
neighbouring countries is carried by roads which
have been developed in response to economic needs.
An example of this is in the very good communica-
tion which exist between Uganda and the Congo
and Ruanda Urundi, compared with the poor quality
of the road into the Sudan or Ethiopia.

Finally, one of the long term economic implica-
tions lies in the prospect of building up an efficient
road haulage industry. This is particularly important
in that road transport represents an industry which
it is relatively easy for the small scale African enter-
preneur to enter. In themselves roads merely provide
the necessary precondition for trade to grow, but
goods have to be carried, and, in the general condi-
tions of the economies and social patterns of East
Africa and her neighbours, the need for a large
number of small transport operators is just as im-
portant as the major services provided by the rail-
ways and the long distance hauliers. Interterritorial
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trade within East Africa, and interregional trade
between the countries of the whole of Eastern Africa,
begins with the short distance movement of goods
from one area of local specialisation to another.
The small haulage operator can be a most important
influence in overcoming the inertia of traditional
society even when it begins to develop around local
trading centres. The successful growth of Uganda’s
fishing industry on Lake Albert, through its entry
into the Congo market, is due to the enterpreneurial
abilities of the fishermen themselves and also to
the existence of accessible markets served by local
road transport operators.

The Internal Trading and Distributive System:

A very large part of the internal trading and
distributive system within East Africa has been
built up from the handling of imported and exported
produce. Local food products among the African
population are either grown on a subsistence basis
and are not marketed at all, or else are sold within a
very small geographical area of their production.
In neither case is there sufficient volume of speci-
alisation to encourage the development of an ¢laborate
or sophisticated trading system.

Most of the large expatriate commercial firms
operating in East Africa are primarily engaged in
importing and exporting. Imports are usually handled
on an agency basis from overseas manufacturers
and, especially in the case of capital goods and
branded consumer goods, they are imported by
firms which are often branches of internationally
known and, usually, European concerns. Others
are Hast African firms, which may be either Asian
or European owned, with headquarters usually
in Nairobi or Mombasa. On a wide range of other
goods. especially those sold through the bazaar
trade, the importers are smaller firms, mainly of
Indian ownership, who handle, particularly, such
goods as textiles from India, Japan and Hong Kong,.
The common arrangement is for importers at the
coastal ports to sell to wholesalers in the main towns
of the interior, who in turn sell to the retailers, al-
though many of these do their own direct importing—
again paricularly of textiles and other trade goods—
as do some of the wholesalers. A further complica-
tion occurs in that some retailers, especially in the
country districts, may engage in what are essentially
wholesaling activities, and also, as a first link in
the export business, they may act as primary buyers
of agricultural produce for internal marketing or
for export.

This combined retail-wholesaling function is
particularly relevant in regard to the trade which
is conducted between the FEast African territories
and neighbouring countries. Traders in the southern
Sudan or eastern Congo, for example, will not obtain
their goods directly from FEast African importers,
but from retailers in the nearby districts. This is
largely because of the conveniencies of personal



contact, the ability tv exchange currency, and the
opportunity to buy in small and readily disposable
quantities. It does mean, however that the prospects
of developing this trade are limited by the commercial
ability and capital available to these traders — both
of which are often very small, The likelihood is
that a trade enquiry may lead to nothing if the local
dealer’s stocks are low, or if he is unable to obtain
credit for seasonal or other reasons.

It is difficult to make an assessment of the effi-
ciency of this trading system. The Report of the
East Africa Royal Commission describes it as “one
of the most important assets which the economy
possesses, 1t is efficient and attuned to changes in world
demand and supply and to prices which are registered
in the world markets™. This is probably a just assess-
ment in view of all the difficulties of fluctuating
markets and physical difficulties in obtaining supplies
with which the system has been confronted.

It is also worth noting here some of the features
of the financing of internal trade which have played
an important part in enabling traders to carry out
their functions efficiently. The credit system is very
well established in East Africa, especially among the
larger firms and in the Asian business community,
although for a number of reasons, among them lack
of adequate security and trading experience, it has
not extended very far among African traders. Be-
cause of the lack of specialisation and the many
trading opportunites which are open to the active
entrepreneur, it is extremely common for one type
of activity to be used to finance another. Thus, for
example, an importer or a wholesaler may receive
credit by means of a bank overdraft for the purchase
of goods, which he then passes on a credit basis to
a wholesaler or retailer; he in turn will sell the goods,
and, instead of immediately repaying his debt, will
use the proceeds of the sales for the financing of,
say, produce buying, on which he will make additional
profits. Thus on the foundation of the initial bank
overdraft a whole pyramid of credit is erected,
which may extend from the Coast inland for
a thousand miles. This works well so long as there
is not a sudden calling in of bank loans. When this
does happen a sharp shock is administered through-
out the whole trading system. Similarly, on the basis
of an easy open credit system (and the 90 day bill
is a rarity in East Africa) it is possible for traders
to stock up their shops relatively cheaply, purchase
local produce, sell trade goods, and pass the produce
on to the wholesaler in exchange for more stocks.
Perhaps, therefore, the most characteristic feature
of the distributive system is its extreme variety and
flexibility, which renders it of great potential value,
no matter what new demands may be placed upon
it. From the long term point of view it is unfortunate
that this fund of enterpreneurial skill is almost entirely
confined to the European and, especially, to the Asian
communities in East Africa, and that there are few
African businesses in a position to respond rapidly
to new opportunities.
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Commercial Policy

East Africa’s commercial policy is determined
at four different levels. In the first place there are
certain international obligations, in particular the
Congo Basin Treaties, which have imposed a non-
discriminatory tariff in the region. Second, there are
the region’s international commitments arising out
of its membership of the Sterling Area, which have
determined to some extent the pattern of imports
and exports and the apparatus of exchange control.
Third, as we have already seen, the East African
Common Market imposes restraints on the trading
policies of the three territories so that interterritorial
agreement is required for any changes in the external
tariff or on any matters which might affect internal
free trade. Fourth, and almost as a residual after
these obligations have been met, each territory is
left with a limited field in which it can pursue its
own national interests in the determination of trade
policy.

In some respects, therefore, it is clear that East
Africa as a whole has only a very limited scope
for initiative in the use of international trading
policy as a means of influencing economic develop-
ment, and that this scope is even less as far as the
individual territories are concerned. The implication
of this is that any change in commercial policy,
even where it did not conflict with international
obligations, would have ultimately to receive the
agreement of the three governments of Kenya,
Uganda and Tanganyika.

At the international level the most important
determinant of trade policy is the existence of the
Congo Basin Treaties. All countries enjoy complete
freedom of trade within East Africa, a principle
of nondiscrimination which was established by the
Berlin and Brussels Treaties of 1885 and 1890, as
later amended in 1919 by the Convention of St. Ger-
main en Laye. The Treaty obligations of non-dis-
crimination were intended to apply only to signatories
of the Convention, but in practice they have been
applied to all states. All the neighbouring territories
of East Africa lie wholly or partly within the bounda-
ries of the conventional basin of the Congo, but
not all have adhered as rigidly to its requirements as
East Africa. In particular the rather anomalous
situation, in which part .of Northern Rhodesia was
subject to the conditions of the Treaty while part
of it was not, was ended shorlty acter the establish-
ment of the Central African Federation, and the
whole of the Federation now has a uniform four
line tariff,

It is difficult to assess the advantages and dis-
advantages to the area which have resulted from
the Treaties. The simplicity of the single line Tariff
is a clear administrative gain, and the fact that the
goods of all nations compete on equal terms within
this developing area provides certain advantages
for both buyers and sellers. On the other hand,
there is a serious disadvantage in the existence



of the Treaties to the extent that they prevent the
East African governments from enjoying full free-
dom in framing their commercial policies, and perhaps
concluding reciprocal trade agreements with other
countries. This could be a restraint on the develop-
ment of intra-continental trade, although ,in fact,
the Treaties have become largely moribund, and if
it could be shown that a greater liberalisation of
intra-African trade could be achieved while still
retaining the broad principles of non-discrimination,
then it is unlikely that any of the signatories of
the Treatics would complain.

The second major external influence on East
Africa’s trading policy has arisen through her
membership of the Sterling Area, which has determin-
ed the form of the exchange control and import
licencing regulations. The general tendency in East
Africa, as elsewhere in the Sterling Area, has been
towards the progressive removal and relaxation
of exchange restrictions, particularly since 1938
when the United Kingdom announced the full con-
vertibility of non-resident sterling .It does not appear
that these controls have had a seriously distorting
effect on the pattern of East African trade, since,
unlike such areas as the cocoa growing West African
countries, or the tin and rubber producing Federa-
tion of Malaya, East Africa has not been a large
net dollar earner for the Sterling Area until recent
years when the expansion of hard coffee production
found markets in the United States for the making
of soluble coffee.

A recent revision of the exchange control re-
gulations concerned the establishment of special
Congolese Trading Accounts in June 1961. Because
of the increase in trade with the Congo, and its
barter-transit character, which is described below,
the East African Governments considered it necessary
to take steps to ensure that the full proceeds of Congo
produce, sold in or through East Africa, were used
to finance reciprocal trade. Thus instead of the
proceeds of the sale of Congolese coffee, palm oil,
tea and ivory being paid into ordinary External
Accounts (from which transfers can be freely made)
they must be paid into the specially created Congolese
Trading Accounts and used only (with minor ex-
ceptions) for the purchase of imports from the Congo.

Parallel with the exchange control regulations,
and intended to supplement them and assist in their
enforcement ,was the apparatus of import licencing
but because of extensive relaxations there is now a
widespread feeling in the East African governments
that import control by licencing could be dispensed
with. It remains at present a second line of defence
in the policy of the sterling area also in the pro-
tectionist policies of East Africa.

Within East Africa itself there are a number
of restrictions on the free movement of goods between
the fterritories which, to some extent, qualify the
notion of East Africa as a wholly free trade area,
Most of these restrictions have been established at

the instigation of the Govenment of Kenya, which
as we have seen eslewhere, has taken the lead on
many occasions in the pursuit of protectionist policies.
Not all the restrictions have been introduced, or
justified, on grounds of economic protection, al-
though this is frequently their effect. Sometimes
the reasons for their imposition have been non-
economic: security, prevention of plant and animal
disease, and so on. In other cases, however, the
restrictions have been introduced unilaterally, and
represent an important breach in the principle of
interterritorial cooperation.

A further important difference in the trading
policies of the three territories which represents
a de facto departure from the principle of a common
external tariff is the extent to which the individual
governments have employed Suspended Duties in
addition to the standard rates laid down in the
Customs Tariff, and also have given encouragement
to particular local industries by the refund of customs
duties. Even within the framework of the common
tariff and the internal free trade area there is, there-
fore, some scope for the adoption of independent
commercial policies, and there is no doubt that
Kenya has taken the greatest advantage of these
opportunities.

B. East Africa’s Trade with Neighbouring Countries

With the exception of trade with the Union
of South Africa, the greater part of East Africa’s
trading relations with countries within the African
continent are with her immediate neighbours: Somalia,
Ethiopia, Sudan, Congo, Central African Federation,
Mozambique, and Zanzibar. Althought the total
amount of trade carried on in this way is not large
at present, its volume is a function of three related
factors. First there is the extent of national and
territorial specialization, whose growth is a precondi-
tion of general economic progress. Second, there
is the structure of the communications system which
may foster or inhibit the movement of goods. Third,
an important element in determining the structure
and direction of trade is the type of internal economic
organization which is responsible for carrying it
out.

Trade between East Africa and these other
African countries takes place within an institutional
framework entirely different from that which
surrounds interterritorial trade. It is also different
from the trade which takes place between East Africa
and the industrial countries in Europe. In the first
place all of East Africa neighbours, with the exception
of Ethiopia, are, or have recently been, the de-
pendencies of European powers, either of Great
Britain or of Belgium, Italy, or Portugal. The existence
of the bloc of three British territories together, all
at similar stages of development, united to some
extent by rail and lake transport, and gradually
evolving institutions of economic coordination, has
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enabled trade to grow between them on the lines
which have been described in the previous section.
Nevertheless, to the north of Uganda there lies
the Sudan, for many years under British administra-
tion, and again to the south of Tanganyika Northern
Rhodesia and Nyasaland are also adjoining territories,
and yet trade in both directions has been negligible.
Gradually, during the 1920s, the latter two territories
drifted away from the East African orbit and aligned
themselves with Southern Rhodesia, while in the
case of the Sudan-and despite the historical links
with Uganda, the existence of quite a large Sudanese
population in Uganda, and also access along the
Nile - commercial contact has been extremely
small.

The type of production which has been developed
in these countries has mainly consisted of the produc-
tion for export of commodities requiring considerable
labour and little capital. Obviously in such a situation,
where the pattern of trade was the export of primary
products through expatriate commercial channels
and the import of consummer and capital goods,
again largely from the metropolitan countries, there
was little scope for the development of interregional
trade and commerce, apart from a little peripheral
barter or rudimentary trading in local foodstuffs
and crafts. Beyond this the sole form of regional
trading was of a transit type where it was directed
by the facts of geography and available communica-
tions. For example, the densely populated south
western corner of Uganda and neighbouring Ruanda

Urundi have for many years enjoyed a lively exchange
of goods and services across the frontier with goods®
currency and individuals moving freely between
Belgian and British territory. Again there are the
navigable waterways which provide facilities for
commercial intercourse: Lake Albert in Western
Uganda is the location of a thriving fishing industry
whose products sell extensively in the Congo, the
whole frontier between Tanganyika and the Belgian
Congo is covered by Lake Tanganyika, Lake Nyasa
provides an outlet for the produce of the Southern
Highlands of Tanganyika to Nyasaland and Mozambi-
que. In addition there is the Nile route from Uganda
to the Sudan, and the coastwise shipping, serving
Somalia and Mozambique from the ports and creeks
of Kenya and Tanganyika by dhows and coastal
schooners as well as by the ocean going shipping
which calls at the major seaports. These are the
features which make possible the development of
trade in the region, and they are augmented by
the road and railway systems which provide links
between the East African Coast and the Congo
for transit traffic as well as for the exchange of local
produce and manufactures. Finally, there is the
north-south road route which runs down from the
Sudan into Uganda and then out through Southern
Tanganyika and into Northern Rhodesia.

The broad outlines of East Africa’s trade with
other countries in Africa are indicated by the table
below. The first point of importance is the fact that
trade within Africa accounts for under 6 per cent

TABLE B. II. 15

EAST AFRICAN

TRADE WITHIN

AFRICA: 1959:

{Thousands of Pounds Sterling)

Contiguous Countries

Domestic Exports

Re Exports Total Exports Net Imports  Balance of Trade

Somalia 196 176 372 14 -+ 358
Ethiopia 52 9 61 50 + 11
Sudan 600 173 773 7 -+ 766
Congo 975 1754 2729 363 +2366
Central African Federation 722 262 984 309 -+ 675
Mozambique 84 — 84 18 + 66
Zanzibar 897 580 1477 162 +1315
Total* 3562 2934 6460 925 -+5537
Other African Countries
Madagascar 27 36 63 1 + 62
Union of South Africa 3248 152 3400 5774 —2374
West Africa (Sterling)* 2 5 7 14 -7
Libya 72 6 78 — -+ 78
Egypt ' 12 1 13 61 — 48
Total (2) 3361 200 3561 5850 —2289
Total (1) + (2) 6887 3134 10021 6773 -+3248
Total All Countries 120684 8146 128830 121497 -+7333
African Trade as % of Total Trade 4.7 38.5 7.8 5.6

* West Africa (Sterling) includes the four present or former British colonial territories in West Africa, Ghana,

Nigeria, Gambia and Sierra Leone.
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of both Domestic Exports and Net imports, and
that if it were not for the quite substantial trade
with the Union of South Africa the proportion
wouid be under 3 per cent. In the case of re-exports,
as would be expected, the figure is much larger,
and the fact that 38 per cent of this type of trade
is carried on with other African countries, especially
those with which she shares frontiers, suggests that
East Africa is fulfilling a useful entrepot function
which would be likely to extend as the economies
of the region develop.

It may also be noted here that in respect of
the trade with neighbouring territories East Africa
has a substantial export surplus of about £5.5 millions,
and even after taking account of the surplus of
imports from the Union of South Africa there are
still net earnings of £3.25 millions.

Although this trade is at present small in relation
to the total value of imports and exports, the fact
that there are regular commercial channels for the
exchange of goods is a favourable portent for the
future, and it should also be noted that as far as
the domestic exports of East Africa are concerned,
the neighbouring territorics purchase very little
of the major export crops. In the same way as the
growth of trade between the three East African territo~
ries has depended on the development of specialised
food products and secondary industry, together
with a number of favourable institutional factors,

s0 too the scope for the development of trade with
neighbouring countries will depend on similar condi-
tions. The major export crops and mineral products
will remain East Africa’s main trading link with
the industrial countries of the world, but regional
specialisation in food products and manufactures
could develop extensively.

Trade with Somalia:

East Africa’s trade with Somalia is carried
out by road and by coastal steamers and dhows
operating between Mombasa and Mogadishu, and
is almost entirely in one direction. Exports and
re-exports from East Africa (in fact, nearly all from
Kenya) amounting to between three and four hundred
thousand pounds annually, while imports are usually
no more than about £20,000. Foodstuffs (including
animal feeding stuffs) are the main items of domestic
exports, while petrol, lubricating oils and a few
miscellaneous manufactured goods such as textiles
make up the bulk of the re-exports.

There are probably some prospects for the
development of this trade, but Mombasa has to
compete with Aden as an entrepot on this part of
the Coast, and it is likely that domestic exports
of food and goods manufactured in East Africa
will be the most likely sources of expansion.

TABLE B. H. 16

East Africa: Trade With Somalia: 1958 (S.I.T.C.

Sections)

(Thousands of Pounds Sterling)

Mineral Animal & Manufac- Machinery = Miscel-  Other \
Food Beverages Crude Fuel & Vegetable tured & Trans- laneous Transac- 2
& Tobacco Materials Lubricants  Qils & Chemicals Goods port Equip. Manufac-  tions S
Fats tures
EXPORTS 0 1 2 3 4 5 6 7 8 9 F
Kenya 165 3 5 — 3 2 17 R 9 — 155
Uganda 68 2 - — 1 — — — — — 7N
Tanganyika 3 2 — —_ — — — — — s 5
E. Africa Total 186 7 5 — 4 2 17 — 9 — 231
RE-EXPORTS
Kenya 2 — — 72 6 7 42 17 16 — 163
Uganda - — - — — — —_ — — —_ =
Tanganyika e — e 7 — - 4 2 1 — 14
E. Africa Total 2 e e 19 6 7 46 19 17 -~ 177
IMPORTS
Kenya 6 — 3 — — — — — — — 10
Uganda — — — — — - — — — —_— e
Tanganyika 9 — — — — — — — — — 9
E. Africa Total 15 —_ 3 e — — — e — - 19
Exports Re Exports Total Exports Imports
£000 £000 £000 £000
Kenya 155 163 318 10
Uganda 71 e 71 e
Tanganyika 5 14 19 9
East Africa 231 177 408 19
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Trqde with Ethiopia:

- Trade with Ethiopia is at present so small as
to be negligible, and the prospects of growth scem
very limited. Northern Kenya and Southern Ethiopia
are very thinly populated and underdeveloped and
road communications are poor. Sea-borne traffic
into the country through Djibouti is more likely
to come from Europe via the Red Sea or from the
Union of South Africa. Some growth might be
expected of the trade in perishable foodstuffs by
air from Nairobi to Addis Ababa but it would be
confined to high value products and the total volume
is not likely to increase significantly.

TABLE B. IL. 17

Eeat African Trade with Ethiopia 1958
- (Thousands of Pounds Sterling)

Total
Exports Re-Exports Exports Imports
Keaya 42 13 55 9
Uganda — — — —
Tanganyika 3 — 3 1

East Africa 45 13 58 10

Trade with Sudan:

. The greater part of East Africa’s trade with
the Sudan has been carried out by Uganda, using
the overland route between Gulu in Uganda’s northern
Province and Juba in the Equatoria Province of
the Sudan. The general pattern of this trade has been
for relatively large quantities of goods of Uganda
origin, mainly coffee, to flow north, plus a much
smaller quantity of goods of foreign origin which
are re-exported. Imports into East Africa from
the Sudan have been negligible.

A feature of the trade has been its liability to
fluctuations in response to internal conditions in
the two countries, and also to the fact that very
little positive action has been taken by the two govern-
ments to stimulate trade along this route. Uganda’s
main exports to the Sudan have been coffee and other
foodstuffs, but the latter has been very much influenced
by the internal supply position, and from time to
time Sudanese requests to import ghee and maize,
for example, have been turned down by the Uganda
authorities when domestic supplies were short.
Similarly requests from the Sudan to be allowed
to import cement from Uganda, to cope with their
expanded building programme, have been turned
down on the grounds that internal supplies were
uncertain and no regular shipments could be rermitted.
Now that there is a surplus of cement production
in East Africa, however, it is possible that permanent
trade in this commodity could be established to
the Sudan. The sharp fall in exports from Uganda
in 1958 and 1959 was due to currency restrictions
imposed in the Sudan followiny balance of payments
difficulties which arose after the Suez crisis of 1957.

These restrictions have now, to a large extent, been
removed following a substantial recovery in cotton
exports. The result has been that during 1960 there
was a considerable revival of trade between the two
countries,

Occasionally the initiative has been taken by
one or other of the two governments to encourage
trade between the two countries, but there appears
to have been no sustained effort in this direction.
For example, in 1949 the Uganda Government
decided that an expansion of exports to the Sudan
was a legitimate part of the sterling area’s export
drive, but no positive action appears to have been
taken, and the initiative was left almost entirely
to the local traders themselves. Since none of the
firms operating in these border areas are very large
or substantial concerns, they are unlikely, on either
side, to be able to undertake much in the way of
export promotion, or to be able to give credit, although
they provide an adequate channel for the actual
transmission of goods. It is very evident that there
is little real knowledge of the markets available
in the two countries, or any regular machinery of
consultation between the administrations of the
two countries on economic relations. Ad koc enquiries
are made from time to time by both parties, but
seldom seem to be systematically followed up.

In 1961, a further attempt was being made
by the Uganda Government to restore the trade
which collapsed almost completely after 1958 because
of Sudanese import restrictions. (From 1955 to
1957 Uganda’s exports had averaged more than
one million pounds annually, but in 1958 they fell
to little more than £300,000). It was suggested that
the Sudan might permit a quota of its sterling to
be used for purposes of importing from Uganda,
or that it might be possible to arrange for barter
deals between merchants in the two countries in an
effort to reopen trade. Unfortunately there is little
which the Sudan can supply for consumption in
Uganda, but the more promising suggestion has
been that Uganda could provide a channel for the
re~export of items such as hides and skins, especially
if the development of the Southern Sudan through
such schemes as the Equatoria Projects Board could
be accelerated. In return, Uganda could supply
a wide range of foodstuffs, including some perishable
items, by air. as well as such items as cloth and
enamelware.

There is little doubt that this trade can be exw
panded, since there is a fairly well established route
into the Equatoria Province and a regular trade
in small quantities of goods, but one of the greatest
difficulties in the past has been that the Sudan has
been more developed in the north than in the south,
and has also tended to look eastwards to the sea
rather than south into the largely undeveloped
parts of northern Uganda. Similarly the most rapid
development in Uganda so far has taken place in
the southern areas round the lake, and has been
entirely associated with the development of the
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two export crops, cotton and coffee. It is only in the Equatoria Province of the Sudan. Nevertheless

very recent years that there has been any significant this province, with a population of about a million
increase in economic activity in the northern province, and with its headquarters at Juba, although at present
and, as a result, trade was limited to a few of the poorly developed, undoubtedly represents a potential
larger townships and trading centres, and the market for East African produce, especially when
merchants saw little advantage, except on a very railway communications in northern Uganda are
casual basis, in endeavouring to open up trade with improved.

TABLE B. 1l 18

EAST AFRICA: TRADE WITH SUDAN 1958 (S.I.T.C. Sections)
(Thousands of Pounds Sterling)

Mineral Animal & Manufac- Machinery  Miscel-  Other
Food Beverages Crude Fuel & Vegetable Chemicals tured & Trans-  laneous Transac- :é
& Tobacco Materials Lubricants  Qils & Goods port Equip. Manufac- tions
Fats tures Q
EXPORTS 0 1 2 3 4 5 6 7 8 9 F
Kenya 24 — — —_ — 24 15 — — — 73
Uganda 308 — — — 2 2 - — — - 312
Tanganyika 1 — — — — — — — — — 1
TOTAL 333 — — — 2 26 15 —9 9 -~ 386
RE-EXPORTS
Kenya — e 1 e —— e e . 13 2 16
Uganda 1 — — — 1 55 10 i -~ 68
Tanganyika — — — — — — —— e e —
TOTAL 1 e 1 — — 1 55 23 3 — 84
IMPORTS
Kenya 1 - 2 — e — —_ — - — 3
Uganda e — 29 — —_ —_ — — — 29
Tanganyika — — — - — — 2 — — — 2
TOTAL 1 —_ 31 — —- — 2 — e - 34
Exports Re-Exports Total Exports Imports
£000 £000 £000 £000
Kenya 73 16 89 3
Uganda 312 68 380 29
Tanganyika 1 e 1 2
East Africa 386 84 470 34
Trade with Congo: north-western Uganda into the Kilo mining aica
of the Congo. It is evident that the East African
There are two major routes by which East Africa’s territories have provided an important and economic
trade with the Congo takes place. The first is through outlet for trade from the eastern Congo region,
Tanganyika, along the Central Line of the railway and the possibilities for further expansion, given
from Dar es Salaam to Kigoma on the shores of increased railing capacity, are very considerable,
Lake Tanganyika, and the second is by rail from There seems to be no reason why such arrangements
Mombasa to Uganda, and thence through south as were made by the Belgians, who are still
western Uganda into the Congo and Ruanda-Urundi. administering the base at Dar es Salaam, should
When the Western extension of the Uganda railway not be made with the new authorities, and also
was built from Kampala to Kasses and opened extended to other neighbouring territories. It is
in 1956, one of the long term economic justifications now being proposed, for exmaple, to extend the
for the route was the hope expressed at the time Uganda railway into the northern parts of the country
by both British and Belgian authorities of encouraging as far as Pakwach on the Nile, and even beyond
the flow of goods from the Eastern Congo to use into the West Nile District of Uganda, and if this
the railway and ports of British Fast Africa. So far were done it could provide a valuable link, for the
these hopes have not been realised, under normal Orientale province of the Congo.
trading conditions, but the route remains an important It will be seen from the table that, even apart
potential link between the two areas. There is also from the transit traffic through Dar es Salaam and
a small amount of trade which finds its way through Kigoma, the greater part of East Africa’s trade
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with the Congo consists of re-exports, especially
of petroleum products and lubricating oils, but
there is still a little under one million pounds worth
of local East African produce, mainly foodstuffs,
which are marketed in the Congo. This consists
of meat, fish, butter, tea, biscuits, eggs and animal
feeding stuffs, while manufactured goods include
hurricane lamps, metal doors and windows, bottles,
paper products, fertilisers, footwear and domestic
metalware {(cooking pots, basins, etc). Thus, the
expanding manufacturing sector in East Africa,
especially in Kenya, is beginning to penetrate the
Congo on quite a wide front. The reason for this
is probably to be found in the close commercial
links which have been built up by traders handling
the transit and re-export traffic with East African
wholesalers and importers. In such a situation it
is possible for both buyers and sellers to have good
knowledge of market conditions and of sources
of supply, which are factors of very great importance
when the volume of trade is so small. More important,
however, or at least a necessary precondition of
the development of trade, is the existence of a number
of relatively prosperous areas in the Congo close
to the East African borders. In the north are the
Kilo-Moto mines, further south are plantions
and the well developed parts of Kivu Province and
Ruanda-Urundi, while yet further to the south is
Katanga.

Ruanda-Urundi is, in a sense, a special case,
for it has a long historical connection with Uganda
through the many thousands of immigrant labourers
who enter the country every year, and who remit
quite substantial sums of money to their homes.
These remitted earnings, which are probably in
excess of £250,000 annually, may either be exchanged

for Congo or Ruanda currency, or else spent on
the purchase of goods within East Africa. The whole

conduct of trade along the Uganda/Congo/ Ruanda
border was for many vears very informal in character.
There was no exchange difficulty, and the currencies
circulated side by side in all three territories. The
long open frontiers, too, have meant that it was
impossible to record all the trade which took place,

As far as goods are concerned, the trade was almost
all in one direction: Congolese and Banyaruanda
making purchases in Uganda or Tanganyika trading
centres, and paying for them either in Francs or
East African Shillings earned from migrant labour.

Prices of almost all commodities (with the exception

of cigarettes in which where was a certain amount .

of smuggling) being higher in the Congo and Ruanda
Urundi than in East Africa. Apart from a certain
amount of tourism, and some imports of elephant
ivory and palm oil, the only expenditure by East

Africans in the Congo has been occasional visits -

by Africans living near the borders to hospitals
and dispensaries in the Congo when these were
either nearer or had acquired a better reputation
than those in Uganda or Tanganyika.

The political upheaval in the Congo after July
1960 cut the links which bound that country closely
to Belgium, and has resulted in a new pattern of
trade developing with East Africa. By the first half
of 1961 this trade had begun to settle down after
the chaotic conditions which prevailed for the first
few months after independence. The first problem
had been that of the currency exchange. Even before
independence the Belgian authorities had imposed
exchange restrictions which placed difficuities in the
way of trade with East Africa; many of Uganda’s
fishermen, for example, who sold their produce in
the Congo found themselves unable to convert
their franc earnings back into East African currency,
and the result was that their trade suffered a serious
decline. The situation worsened after Congolese
independence when there was complete uncertainty
as to the future exchange value of the currency,
and this, together with the general breakdown of
law and order, resulted in a virtual cessation of
all trade for several months.

Gradually, however, the exterme shortages of
goods in the Congo forced traders to devise ways
of re-establishing the flow of trade, and a large volume
of barter traffic began to flow between the two
countries. At first this was carried out under very
great difficulties by a small group of active and
adventurous entrepreneurs, many of them being
former Congo residents (Greeks, Belgians and others)
who made forays into the Congo districts with which
they were familiar, obtaining coffee, rubber, papain,
tea and palm oil in exchange for small quantities
of petrol, sugar, biscuits, batteries, flour and other
foodstuffs. After the first few months, however,
this trade began to settle down into an established
routine with the support of authorities on both
sides, and it has now reached considerable proportions.
Several former Congo merchants have returned
to reopen their businesses, and both importers and
exporters in the Orientale and Kivu Provinces are
finding it cheaper as well as safer to obtain their
requirements or sell their exports to the East rather
than to the West. In this way the facts of geography
are beginning to assert themselves, and trade is
now in a position to follow its natural and most
economical course - although it is still limited by
its essentially barter nature.

The routing of Congo exports through Uganda
to Mombasa has had a number of interesting and
important effects. In the first place it has considerably
increased the traffic on East African railways, and
this has been especially significant on the extension
of the line from Kampala to Kasese which was
opened in 1956. As has been noted already, although

- this extension was built in the hope that traffic from

the Congo would increase, there had in fact been
very little Congo traffic using the line. At present
most of the export traffic 1s coming from the Beni

" and Paulis regions of the Orientale province, and it

is still small, but there is no doubt that the Kasese

“railhead in Uganda is capable of drawing goods
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from a much wider hinterland once conditions in
the Congo become more stable. This development
has been greatly welcomed by the East African
railway authorities, and in particular by the Uganda
Government. It would be especially valuable to
them if the railway could become a permanent route
for the carrying of imports into the north eastern
Congo, because not only are imports a more valuable
traffic, but also it would increase the volume of
traffic flowing westward, since up to now the greater
part of the traffic handled has been eastbound export
produce to the Coast. Furthermore, the development
of traffic from Kasese into the Congo, together
with the general increase in Congo trade through
and with Uganda, would give a valuable stimulus
to local trade in Western Uganda. So far little has
been done to encourage the growth of this trade,
although the authorities in Uganda have made it
possible for documents to be issued at Kasese, which
enables Congolese export produce to be shipped
straight from there to European and other foreign
ports without further documentation. On the other
hand, the form in which the trade has been taking
place, and the political circumstances prevailing
in the Congo, has enabled merchants to purchase
export produce in the Congo at extremely low prices
and charge very high prices for the imported goods

which they took back into the Congo. In Uganda
they were able to sell the export produce very pro-
fitably and buy the foodstuffs, petrol, cigarettes,
ete. very cheaply .The result has been that many
of them have been able to accumulate large balances
in East Africa, which they were able to transfer
freely to other parts of the sterling area or into foreign
currencies. Two steps have now been taken to prevent
this from happening .First, the Congo authorities
in the Orientale Province have imposed export
taxes on all goods leaving the province and are only
allowing the export of produce on condition that
the proceeds of such sales are used to finance imports.
Second, banks in Uganda have been instructed that
the payments for sales of Congolese export produce
must be credited to special accounts which may not
be freely transferred out of Uganda. In other words;
the aim is to encourage the growth of this “barter-
transit’ trade in both directions instead of it becom-
ing a one-way transit traffic. with the sterling proceeds
being drained out of East Africa. Restrictive measures
such as these, while they may be effective in present
circumstanes when East Africa has in a sense a
monoplist position as the outlet for! this export
produce, could in the long run inhibit the develop-
ment of trade with the Congo when the traditional
outlets to the west coast ports are reopened.

TABLE B.11. 19

EAST AFRICA: TRADE WITH CONGO 1958
(Excluding Transit Trade via Dar es Salaam) S.IT.C. Sections
(housands of Pounds Sterling)
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Animal & Manufac- Machinery  Miscel-  Other
Food Beverages Crude Mineral Vegetable Chemicals tured & Trans- laneous Transac- i
& Tobacco Materials  Fuel & Oils & Goods port Equip. Manufac- tions
Lubricants  tures tures o
EXPORTS 0 1 2 3 4 5 6 7 8 9 b
Kenya 252 3 1 — — 57 34 g 2 2 358
Uganda 284 4 12 e — 1 168 e 1 — 470
- Tanganyika 13 — 84 — e 4 1 — 3 — 105
E.Africa Total 549 7 97 — o 62 203 8 6 2 933
RE-EXPORTS
Kenya 1 — 26 4 e 8 8 37 4 — 88
Uganda 7 — 22 574 _— 1 24 41 1 - 670
Tanganyika 1 — — 1254 — o 9 9 2 — 1376
E. Africa Total 9 — 48 1932 — 9 41 87 7 — 2134
IMPORTS
Kenya — — 93 - 168 —_ — — 6 — 267
Uganda 12 — 1 — 65 e — —_ — — 78
Tanganyika e — 3 — 7 o 8 - —— - 18
E. Africa Total 12 — 97 — 240 — 8 — — 6 363
Exports Re-Exports Total Exports  Imports
£000 £000 £0600 £000
Kenya 358 88 446 267
Uganda 470 670 1140 78
Tanganyika 105 1376 1481 18
East Africa 933 2134 3067 363



Trade with the Federation of Rhodesia and Nyasaland:

At the present time there is a desire among
some political leaders in Northern Rhodesia and
Nyasaland to associate themselves politically and
economically with Tanganyika and with the rest
of East Africa. This is no new development, and
in the early years of the 1920s the Governors of both
these two territories were associated with the meetings
in East Africa which eventually formed the basis
of the East Africa High Commission. Gradually,
however, these two territories were drawn away
from East Africa by the more rapid economic growth
which was taking place in Southern Rhodesia, and
also by the fact that there was no satisfactory outlet
to the sea through Tanganyika for the produce of
the rapidly expanding copper industry of Northern
Rhodesia, which thus came to look south for supplies
of coal, and east, through Mozambique and the
port of Beira to the sea. The fact that there has been
a reversal of this trend within the last two or three
years, and a reconsideration of the possibility of
becoming associated with East Africa, is due almost
entirely to political factors: African dissatisfaction
with the Central African Federation of the two
Rhodesias and Nyasaland, and also the very rapid
political advance of Tanganyika towards political
independence. Whether or not any closer political
association should take place between these countries,
the prospects of a substantial development of trade
between them are not very good so long as the exist-
ing pattern of communications remains.

One of the main difficulties which arises in any
trade of this kind is the fact that because of the long
road haul which would be involved, often over very
difficult country, it is essential that there should
be a two way traffic, whereby full loads may be carried
in both directions if the business is to be economical.
It is often the case that there is the possibility of
one way traffic — for example, a few years ago
active consideration was given to the sale of vegetables
from Tanganyika ‘n Northern Rhodesia markets,
but since the lorries carrying the goods would have
had to return empty the vegetables would have had
to bear the entire costs of the return journey, thus
wiping out the relative cost advantage which they
enjoyed. )

The present trade between the Federation and
East Africa consists mainly of the export of Kenya

TABLE B. II. 20

EASTERN AFRICA TRADE WITH
FEDERATION OF RHODESIA & NYASALAND
(Thousanda of Pounds Sterling)

Total
Exports Re-Exports Exports Imports
Kenya 358 68 426 209
Uganda 22 1 23 83
Tanganyika 469 140 609 68
East Africa 849 209 1058 360

butter and coffee and timber from Tanganyika,
while imports are mainly of unmanufactured tobacco.

It is possible that a development of transport
on Lake Nyasa would provide an outlet for some
of the cash crops of southern Tanganyika, but the
existing marketing organizations and other related
commercial factors tend to draw this traffic north-
wards into the main stream of Tanganyika’s export
produce. However, these are institutional rather
than economic factors, and the possibility of closer
co-operation between Tanganyika and Nyasaland
could overcome them. On the whole it is likely that
the further development of trade in this direction
will be slow unless there is a major reconsideration
to transport development policy, or much closer
liaison in marketing matters.

TABLE B. II. 21
EAST AFRICAN TRADE WITH MOZAMBIQUE

1958
(Thousands of Pounds Sterling)
Total
Exports Re-Exports Exports Imports

Kenya 41 41 82 13
Uganda 31 — 31 —_
Tanganyika 150 14 164 9
East Africa 222 55 277 22

Trade with Mozambique:

There is a small trade between East Atfrica
and Mozambique which consists mainly of the export
of certain varieties of timber and sisal matting from
Tanganyika. It is, in some respects, strange that the
volume of this trade should be so small and its range
so limited, since there are potentially good communi-
cations between the two conutries, by sea from the
southern Tanganyika ports as well as from Dar
es Salaam and Mombasa to the major ocean ports
of Beira, Nacala and Louernco Marques, and by
Lake Nyasa to the railhead at Porto Arrodo from
which the railway runs to Nacala. This railway in«
deed was built with some hopes of drawing traffic
from British Central Africa as well as from Katanga
in the Congo, but there is no doubt that it could also
serve as an important transit outlet for goods from
the Southern Province of Tanganyika. There have
been occasions on which local food shortages in
Tanganyika have been assisted by supplies of maize
from Mozambique, but apart from this imports
have generally been negligible. It is possible that the
development of secondary industry in Tanganyika
might find some support from the Mozambique
market served the rough the Lake Nyasa route, but
since most of such development is likely to take place
in the north of the country or in the coastal areas
the most promising line of communication would
be by coastal shipping .There is, however, little
chance of a major expansion of trade in this direction,
since Mozambique is much closer to the more highly
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industrialized Southern Rhodesia and Transvaal
cconomies, and has already strong links with them
because of the transit traffic through Beira and Loure-
nco Marques.

Trade with Zanzibar:

Zanzibar lies about 30 miles off the Tanganyika
coast, and although it does not form a part of the
East African customs union it has traditionally had
close economic ties with the mainland, and indeed
in the 19th century was the main trading post and
slave market for the East African interior. Exports
and re-exports from the mainland to the island
amount to over a million pounds a year and consist
principally of foodstuffs, timber, and a few manufac-
tured items, while imports consist chiefly of coconut

oil. There is also a good deal of unrecorded trade
carried out by dhows and small coastal schooners
operating between the island and the numerous
small creeks and landing stages on the Tanganyika
coast. While the Zanzibar tariff is broadly similar
to that of East Africa, duties have often been lower
on items such as liquor, cigarettes, cameras, etc.
and this has led to a certain amount of smuggling.
Suggestions have been made from time to time that
Zanzibar’s interests might be served by her develop-
ment as a free port, but the greater likelihood is
that she will form closer links with the mainland
and become a part of the East African Union. Com-
mercial links are already strong, communications
are good and a large proportion of the Zanzibar
population is of mainland origin .

TABLE B. II. 22
EAST AFRICA: TRADE WITH ZANZIBAR (S.I.T.C. Sections)

(Thousands of Pounds Sterling)
Mineral Animal & Manufac- Machinery  Miscel- Other
Food Beverages Crude Fuel & Vegetable Chemicals tured & Trans- lanecus Transac- :é
& Tobacco Materials Lubricants Qils & Goods port Equip. Manufac- tions
Fats tures 8
EXPORTS 0 1 2 3 4 5 .6 7 8 9
Kenya 169 1 18 —_ 1 3 20 1 10 — 223
Uganda 26 25 22 —_— 4 15 1 1 —— — 77
Tanganyika 217 3 182 — 2 — 18 1 4 — 440
East Africa 412 29 222 e 7 18 39 2 14 — 740
RE-EXPORTS
Kenya 29 7 27 93 — 5 21 14 22 — 218
Uganda e — e e — e e — —_— - —
Tanganyika 8 e 1 83 — 14 32 43 30 — 210
East Africa 37 7 28 176 — 19 53 57 52 — 428
IMPORTS '
Kenya 3 o — — 296 e 1 — e — 300
Uganda — — — — e —- — e e — —
Tanganyika 1 — 19 — 3 — 11 1 — e 34
East Africa 4 — 19 — 299 — 12 1 e e 334
Exports Re-Exports Total Exports  Imports
£000 . £000 £000 £000
Kenya 223 218 441 300
Uganda 77 - 77 —_
Tanganyika 440 210 - 650 34
East Africa 740 428 1168 334

C. Trade with other African countries:

With one notable exception East Africa’s trade
with other countries on the continent is negligible.
The exception is the Union of South Africa, and
here the trading pattern is much closer to that with
the rest of the world. Both Kenya and Uganda sell
a large quantity of raw coffee, Tanganyika sells
timber and sisal, and in return they import canned
foodstuffs, processed cereals and manufactured goods.
As a proportion of East Africa’s total trade with
the rest of Africa the Union of South Africa buys

46 per cent of exports, 8 per cent of re-exports, and
provides. 75 per cent of imprts. Sea communications
are excellent between South and East African ports,
and South Africa’s industrial potential may become
a very valuable asset in the whole economy of Africa
south of the Sahara. All the other countries which
we have considered are underdeveloped and are only
just emerging from traditional subsistance economies.
The extent to which trade can develop further between
these countries of the central part of Africa and the
continent’s major industrial economy will however,
deperid to a large extent on political developments
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"TABLE B. 1I. 23
EAST AFRICA: TRADE WITH THE UNION OF SOUTH AFRICA 1958

(£000)
Mineral Animal& Manufac- Machinery  Miscel- Other
Food Beverages Crude Fuel& Vegetable Chemicals tured & Trans-  laneous Transac- é
& Tobacco Materials Lubricants Oils & Goods port Equip. Manufac- tions
Fats tures o
EXPORTS 0 1 2 3 4 5 6 7 8 9 =
Kenya 364 — 101 — e 551 1 8 2 — 1026
Uganda 1313 —_ 29 — — — — — —_ — 1342
Tanganyika 158 — 413 — 9 —_ 59 — 1 — 641
East Africa 1835 —_ 543 — 9 551 60 8 3 — 3009
RE-EXPORTS
Kenya — e 33 1 — 5 13 145 29 1 227
Uganda — — — — — — — —_ — — —
Tanganyika — — 7 —_ — — — 29 6 e 42
East Africa — — 40 1 e 5 13 174 35 1 269
IMPORTS
Kenya 274 39 50 440 1 693 1210 306 202 1 3216
Uganda 30 2 38 — — 77 307 206 16 — 677
Tanganyika 162 13 11 37 1 224 367 223 27 — 1066
East Africa 466 54 99 477 2 994 1884 735 245 1 4959
Exports Re-Exports Total Exports  Imports
£000 £000 £000 £000
Kenya 1026 227 1253 3216
Uganda 1342 — 1342 677
Tanganyika 641 42 683 1066
East Africa 3009 269 3078 4959
Conclusion of the continent as a whole, and although these have

East Africa seems to be at the present time on the thres-
hold of full economic integration. The three countries,
which are significantly different from one another
in their historical backgrounds and economic struc-
tures and in the character of their economic develop-
ment, have devised institutions and trading practices
which could enable them to continue the present
structure of economic federalism on the one hand
or to move more closely together inte complete
economic union. One critical question for the future
will be the extent to which the degree of economic
cooperation and coordination between Kenya,
Uganda and Tanganyika can be spread wider to
embrace the neighbouring countries. Having built
up a single market which enables development to
take place on a scale which would be beyond the
possibilities of the territories own resources of in-
comes and population, the next stage should be in
the direction of broadening the East African market
on a regional basis.

A number of factors are favourable for such
developments and provide a necessary back-
ground to the realistic and detailed consideration
of the machinery whereby such cooperation might
be achieved .In the first place, there is the growing
awareness among political leaders of the problems

not yet had to face the tests of practical negoti-
tion and conflicting local interests there i8, especially
among the newly independent nations, at least a
generally favourable climate of opinion. Second,
and perhaps of more immediate practical relevance
is the growing economic maturity of the African
countries, which although still backward, are almost
everywhere moving out of an era of stagnant tradition-
alism and are seeking, desperately, for ways and means
of accelerating the progress. Third, the past decade
has seen the emergence of regional economic and
political groupings in other parts of the world, some
of which, such as the European Economic Communi-
ty, have implications for the primary producing
countries of tropical Africa. Fourth is the view,
that Africa should no longer be regarded as a re-
source area for the industrialized countries of the
world, but should have an economic identity of
its own. In economic term this can be seen as a re-
action against the traditional instability of economies
based on the export of primary produce which are
at the mercy of sharp fluctuations in the terms of
trade. It is also a reaction against the feeling of
continued reliance on the (often former colonial)
powers of Europe for the outward and visible signs
of economic progress. Fifth in the highly industri-
alized countries the development of synthetic sub-
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stitutes for natural raw materials, or a situation where
the agricultural policies of the United States in
regard to cotton or Brazil in relation to coffee, all
add weight to arguments in favour of greater product
diversification, industrialization, local specialization
and economic integration.

Up to the present East Africa has tended to
look either inwards towards its own internal market
or far outward to the overseas markets for its ex-
port produce. This was, perhaps, necessary and it
was certainly inevitable while the territories were
poor and colonial in status. Even while that
poilitical dependence continued, however, the in-
ternal growth of the economies has enlarged their
commercial horizons where geographical consider-
ations have proved most favourable, Moreover, it
is not necessary that economic regionalism should
be seen as an alternative to the traditional directions
of economic policy, for these will continue to re-
present the main possibilities of economic growth
for some time to come. Internal economic forces,
where these have begun to emerge on-a self generat-
ing basis as in East Africa, must remain as one of
the dynamic elements in economic growth, while
trade with other economic areas must remain another.
Tt is rather the recognition that there is a third poten~
tially dynamic element — politically expedient, and
economically and geographically accessible — which
is important.

It has been a part of much of the argument
throughout this general analysis that the three Fast
African territories occupy a strategic position within
the eastern part of the continent: they are well
integrated economically; they have acess to the
sea and to the markets of the world, especially to
Asia; they have economies which have grown prodi-

giously in the past fifteen vears even against un-
favourable terms of trade in the past five years;
and they are already geared, albeit to a limited ex-
tent, to providing at least some goods and services
to their neighbours. Taking these facts as a sterling
point, and looking at the wider regional issue from
East Africa’s point of view, it would appear that the
most immediately profitable approach would be to
consider the possibilities of trade expansion country
by country. In some respects this has already occurred
as an ad hoc and semi-emergency operation in re-
lation to Uganda’s trade with the Congo during
1961. Such an approach has the merit of enabling
the initiative to be taken by single governments in
directions of policy which are wholly consistent
with policies which they are alreary pursuing, and,
in the process, of revealing more clearly the parti-
cular obstacles and local interests which would have
to be overcome. We have already seen that one of
the main features of FEast Africa’s trade with her
neighbours is that it is essentially all in one direction,
and it has sometimes been argued in East Africa that
there is little advantage to be gained in trying to.
enlarge commercial contacts with, say, the Sudan
or Ethiopia, because *“They have nothing which
we want to buy’’ As .a purely static proposition this
may be true, although it need not necessarily always
remain so. Moreover, even if imbalances were to
persist for some time, they need not be of serious
concern, especially when measured against the
advantages which the mutual enlargement of markets
could confer. To negotiate agreements between
particular countries or on behalf of particular in-
dustries or activities would form the basis of a long
term programme of increasing regional co-operation
in order to encourage the growth of inter-African
trade.
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