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INTRODUCTION

The fact of interdependence among nations is a relatively
recent development. For some three or more centuries after the
emergence of the modern nafion—state in the late fifteenth and
early sixteenth century, international affairs had comparatively
1ittle effect on domestic political and economic forces. But as
industrialization progressed in the second half of the nineteenth
century, and advances in transportation and communications began
ghrinking the distances which once separated the various parts of
the world, nations have come to realize that they are affected
more and more by forces beyond their individual control, and have
undertaken to develop new methods for adapting themselves to this
situation.

In this growing interdependence of nations, an often
raised question has been whether nations at disparate levels of
both economic and socio-political growth enter into reciprocal
anl mutually advantageous relationships with each other. The
guestion has attracted a great deal of attentionm, from historians,
economists and political scientists, who studied it in the form
of modern imperialism and colonialism, and from sociclogists and
anthropologists, in terms of "culture contacts" and conflicts be-
tween multiracial societies. This essay is about such relation-
ships, and we shall specifically-be concerned with those developed
within the framework of the Association of African and Malagasy
States with the Buropean Economic Community (EEC).L

1rhe vasic principles and objectives of this Association
yere laid down in Part IV of the EEC Treaty (1957) which associ-
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To understand our research problem fully, it may be well
to mseke a brief statement of the motives which caused us to un-
dertake the exercise within the framevof reference of this Asso-
ciation., The idea in fact grew out of our noticing a striking
incompatibility between those who commend the Association and
those who condemn it. On the one hand, the Association is praised,
notably by its actors, as a model form of mutually advantageous
cooperation worked out on a footing of complete equality between
countries at earlier stages of economic and political growth, and
more advanced countries. The Association Convention defines it as
a manifestation of a "volonté mutuelle de coopération sur la base
d'une compléte égalité et de relations amicales dans le respect
des principes de la Charte des Nations~Unies.“2 Its over-all ob-

ated, for a first period of five years as from the date of the
Treaty's entry into force (January 1, 1958), the overseas depend-
encies and trust territories of Belgium, France, Italy, and the
Netherlands with the EEC (see Interim Committee for the Common
Market and EURATOM, Treaty Establishing the European Economic Com-
munity, and connected documents |Brusselss Interim Committee,
1957[!- The system in force is the outgrowth of lengthy contacts
and negotiations at various levels--parliamentary, ambassadorial
and ministerial--beiween the representatives of the EEC and the
representatives of the associated African States which became in-
dependent in 1960-62. Signed at Yaoundé (Camercon) on July 20,
1963, the five-year Association Convention governing this system
came intc force on June 1, 1964, (The gap between the date of
expiry of the first Convention [December 31, 1963] and the date of
entry into force of the Yaoundé Convention was bridged by tran-
sitional measures commonly agreed on in December 1962.) The As-
sociated African and Malagasy States (referred to as the "asso-
ciated Bfates" throughout the text of this essay) are: Burundi,
Cameroon, Central African Republic, Chad, Congo (Braszzaville),
Congo (Leopoldville), Dahomey, Gabon, Ivory Coast, Malagasy Repub-
lic, Mali, Mauritshia, Niger, Ruanda, Senegal, Somalia, Togo, and
Upper Volta.

2European Economic Community, Convention d'association en-

tre lz Communauté économigue européenne et les Etats africains et
malgacke associés a cette Communaute et documents annexes.
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jective ies in the terms of Article 1 ". . . de promouvoir 1'ac-
croissement des échanges entre les Etats associés et les Etats
membres, de renforcer leurs relations économiques et 1'indépendan-
ce économique des Etats associés et de contribuer ainsi au déve-
loppement du commerce international . . ." From the preliminary
meetings through the signature of the Convention, representatives
from both sides spoke in similar terms on the bases, principles
and objectives of the Association. In the text approved at the
close of the first meeting between the Ministers of the associ-
ated States and the EEC Council in December 1961, the partici-
pants affirmed that "the Aesociation is based on a desire for co-
operation freely expressed by sovereign States negotiating on
terms of complete equality.ﬂ3 Its object, formulated in accord-
ance with the principles set out in the EEC Treaty, was expressed
as the furtherance of "the interests of the associated States and
the prosperity of their peoples in such a manner as to promote
their economic, social and cultural development.“4 Similar as-
sertions were made at the time of signing the Convention in 1963.
President Amadou Ahidja ofi the Federal Republic of Cameroon,
spoke of the "balanced amalgam of benefits freely and mutually
granted . . 3"2 and Joseph Luns, then President of the EEC Coun-
cil, made the following statement:
The Association [is] based on certain fundamental principles
on which we had reached agreement as early as December 1961.
These principles—-equality and reciprocity--have guided us
throughout our negotiations . . . They are to be found in the
institutions and machinery which we have created because these

are the expression of political equality among our Etatea and
our mutual recognition of each other's sovereignty.

3European Fconomic Community, Commission, Bulletin of the
EEC, V, Fo. 1 (1962), 14.

41vid. 5Ibid., VI, Nos. 9-10 (1963), 9.
61pid., 12-13.
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For all their emphasis and recurrence, such assertions did
not go unchallenged. In fact, criticism was raised in certain
African quarters, denouncing the Association as the limited "neo-
coloniglism" of the French, Belgians and Italians, now being
merged into the "collective neo-colonialism" of the European Econ-
omic Community. The condemnation may be associated with the names
of militant African nationalists--Nkrumeh, Nasser, Touré--who are
strongly disillusioned about relations with the ex-imperial powera.7
Yet if opposition had developed, then there should have been good
cause for disputing the declared objectives and principles of the
Association.

In attempting to ascertain what this Association really
represent, two distinct but interrelated determinants of equaliza-
tion of relationshps in a social sycstem were agsumed. These de-
terminants are relevant not only to individuels, but to social or-
ganizations in general. They are: (1) the actors' initial bar-
gaining powers; and (2) the actors' competitive opportunities,
once the system is in operation. But since we did not know much
about the nature of the economic and other variables involved and
their implications where unequal and different societies-—-the
so-called developed and developing countries--are concerned,8 it
would have been premature for us to base the plan of our reseearch
on any short cut hypothesis about the equalization of relation-
ships in this case, and to proceed therefrom to an examination of
the nature of relationships within the Association of African and
Malagasy States with the EEC. To develop any meaningful hypoth-

TSee, e.8.y Kwame Nkrumah, Neo-Colonialism: The Last
Stage of Imperialism (London: Nelson, 1965), pp. 16-19.
8Th.e terms "developed countries" and "developing coun-

tries" are used to mean respectively countries at very advanced
stages of economic and socio-political growth, and countries at
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esis, therefore, an exploratory work, drawing upon the relevant
literature and our own meditation, was considered appropriate to
provide insights into the process by which the different variables
influence the equalization of relationships between developed and
developing countriea.9

As a result, we found that if cooperation between socie-
ties is to be mutually advantageous, it is essential that rela-
tionships should rest on reciprocity resulting from (1) a deliber-
ate initial bargaining, unimpaired for any party by sorely urgent
necessities; and (2) egqual competitive opportunities for the par-
ties, once the process is initiated. Noting that societies gener-
ally strive through the constant improvement of their strength for
perscnal advantage and relative power, we hypothesized that if (1)
or (2), or a combination of both, is absent, and to the extent
that a full appreciation of the conditions of the less favored par-
ty is absent, the likelihood that the privileges and benefits
going to the stronger will prevail over those going to the lesser
in the system, is increased.

Thereupon, our interest was in gathering evidence about
the Association of African and Malagasy States with the EEC, which
could permit us to determine, in the light of this generalization,
the rature of relationships within this Association. For this

purpese twe things have been studies:

1. The circumstantiel factors which controlled the forma-

earlier stages. The standards or criteria of this differentiation
will become clearer in the course of the investigation.

9Throughout the exploratory study, we dealf with relations
between the develcped market economies and the developing coun-
tries. Developed centrally planned economies are a relatively re-
cent phenomenon and their relations with the develcping countries
had been negligible until 1955. Although they have been growing
steadily since then, they are of no relevance to the present essay,
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tion of the Association--namely, the parties' relative economic
and other needs which led them to desire association, and their
implications for the deliberate capacity of the parties in the
negotiations.

2. The measures, if any, provided for mitigating the ef-
fects of the associated States' unfavorable pesition in the

aystem.

The essay is therefore comprised of two parts followed by
a general conclusion. FPart One explains the derivation of our hy-
pothesis, Part Two discusses the Association system in the light
of this hypothesis.

because (1) economic adjustment or competition does not take place
in relations precluding the existence of a capital market and &
price mechanism which determine their relative benefits to the par-
ties; end (2) this essay centers around the Association of African
end Malagasy States with the EEC, i.e., with a developed market
economy.



PART ONE

THEE EQUALIZATION OF RELATIONSHIPS BETWEEN
DEVELOFED AND DEVELOPING COUNTRIES



CEAPTER I

THE INITIAL BARGAINING POWERS OF TEE FARTIES

0f major influence in determining the nature of any agree-
ment between individuals or sccieties are the necessities, economic
and otherwise, which cause the parties to form relationships with
each other. In this chapter, we shall examine the developed and
the developing countries' respective needs for relations with each
other, so as to draw out conclusions about their possible effects
upon the bargaining power of each group and the nature of the re-
sulting relationship.

The Case of the Developed Countries

Relations between developed and less developed societies
have traditionally been explained in terms of the former's needs
for export markets for surplus goods, investment outlets for ex-
cess capacity of capital, and raw material supplies. Political
considerations have also been evoked as motivating forces, partic-
ularly since the last World War.

Export Markets and Investment Qutlets

There is a view, dating from Simonde de Sismondi and Tho-
mas Malthus in the first part of the nineteenth century, that for-
eign expansion is the way in which capitalism tries to save itself

- 8 -
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as it fails to keep production and consumption in equilibrium.1

Karl Rodbertus, who carried this idea forward, argues that the in-
ability of the system to satisfy the conditions of effective de-
mand is due to a wrong distribution of income, because overinvest-
ment of capital in productive goods leaves too little to be spent
on consumption., Hence the necessity of foreign outlets for sur-
rlus goods and investment gapital.2 _

John Stuart Mill adopted as a working hypothesis the fal-
ling rate of profit in the industrial countries resulting from
population pressures, and regarded the overflew of investment cap-
ital into colonies &s a principal countervailing factor. Mill be-
lieves that these countries would eventually reach the "stationary
state," if no further technological improvements were made, "and
if there were a suspension of the overflow of capital from those
countries into the M=cultivated regions of the earth."3

Karl Marx, for his part, may have develcped & line of
thought which denies the absclute necessity of foreign trade to
capitalism.4 But he remarks that the system actually does expand
because, with its unplanned nature, correct proportions are not

maintained between the capital-goods and the consumption-goods

1Sismondi, Nouveaux principes d'économie politigue (2 vols.;
Paris: Delauney, 1827), I, 104-109; Malthus, Principles of Politi-
cal Economy ("Reprints of Ecomomic Classics," 2nd ed. 1836 |New
York: August M. Kelley, 1964]), Pp. 314 et seqgq.

Rodbertus, Die Handelskrisen und die Hypothekennot der
Grundbesitzer (Berlin: Schneider, 1858).

3I&ill, Principles of Political Economy, ed. by W.J. Ashley
(London: Longmans, Green and Co., 1926), p. T46.

45ce E.W. Winslow, The Pattern of Imperialism (New Yorks
Columbia University Press, 1948), pp. 132-38. The basic idea in
fact began with J.B. Say, who held that supply creates its own de-
mand and, conversely, there could be no overproduction necessi-~
tating resort to outside markets in order to keep the system <func-
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branches of the indusiry.

At the turn of the last century, John Hobson adopted the
jdea of underconsumption contained in the writings of sismondi,
Malthus, Rodbertus and Marx. According to Hobson, the maldistri-
bution of consuming power prevents the absorption of commodities
and capital within the country and urges the “"great controllers of
industry" to find outlets for the flow of their excessive power of
production and surplus capital.5 The imperialists argue that new
markets must be sought "in hitherto undeveloped countries, chiefly
in the tropics, where vast populations lived capable of growing
economic needs" which the imperialists could aupply.6

As for the brékdown theorists, the radical neo-marxists,
such as Rosa Luxembourg, foreign outlets are an inevitable neces-
sity under enlarged or capitalist production for taking off the
domestic market absolute surpluses of products which the wage-—
earners cannot absab, and surplus capital which no longer yields
sufficient profits at home.! V.I. Lenin and N.J. Bukharin, on

their part, idemtify imperialism with ca.pitaliam.8

It may be argued that the views just exposed refer to a
particular conjﬁﬁcture of events in Europe and the world prior to
the First World War; that the situation had since changed as a re-
sult of the emergence of new and urgent problems in the world, par-

tioning (A Treatise on Political Economy, trans. by C.R. Frinsep
{"Reprints of Beonomic Classics," reproduction of 1880 printing
Wew York: August M. Kelley, 1964]), Pp. 132 et segg.).

JHobson, Imperialism: A Study (London: George Allen &
Unwin Ltd-’ 1961), PP 55, 1’ 5-
61bid,, pe 72.-

7Luxembourg, The Accumulation of Capital, trans. by Agnes
Schwarzschild (London: Routledge and Kegan Paul, Ltd., 1951),
especially sec. 3.

8Lenin, Imperialism, the Highest Stage of Capitalism (New
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ticularly after the Second World War. We hac no longer the devel-
oped naticns of Europe and their imperial outlands, which broadly
functioned as a unity, but the worléwae divided into three groups
of nations. One group comprise& the countries of advanced market
economies, whose inhabitants enjoy relatively high living stand-
ards, Another comprised& the socialist countries., And a third in-
cluded the first group's "colonial and ex-colonial" extensions,
whose peoples yearnes to réise their levels of living and clamor:d
to escape from the status of economic dependence. The relevance,
to this period, of arguments developed in connection with past re-
lationships between the great Eurcpean powers and their imperial
extensions will become clearer if we consider some of the ideas
advanced in the years after the Second World War.

The United Nations eﬁpeits who reported in 1951 on measures
for international economic stability pointed out that capital ex-
porting countries have an interest in mainteining a steady volume
of exports for foreign economic investment. The report stressed
that the levels of employment in the advanced countries "depend
partly on the production of these exports." If these countries
"suffer from recession, maintaining the flow of the exports will

help support employment.“9

York: International Publishers, 1$39); Bukharin, Imperialism and
World Economy (New Yorks International Publishers, 1929) .

IUnited Nations, Department of Economic Affairs, Measures
for International Economic Stability, Report by a Group of Ex-
perts aprointed by the Secretary-Ceneral (E/2156, ST/ECA/13) (New
York, 1951), p. 27. In an earlier Experts' Report, the authors
of the Report recommended that international equilibrium be at-
tempted by the stabilization of domestic economies in the indus-
trial countries, with programe of international measures designed
to counter deficiencies or failures in the domestic full employment
policy, failure of some countries to pursue such policy, and the
special problems aroused by the developing countries (National and
International Measures for Full Employment LE/15843[New York, 1949)).
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Similar views were expressed at a conference held by the
International Economic Association in 1961. Roy Harrod believed
that "the developed areas would advance more rapidly if they ex-
ported more capital goods."l® Bertil Ohlin pointed out that he
had suggested in Sweden that the Organization for European Econo-
mic Co-Operation "should adopt a policy of making capital exports
over and above any normal level to underdeveloped areas whenever
excess capacity rose above a certain level. This would help to
counter stagnation in OEEC countries and would beBuseful item in
a combination of methods, "1 According to Harrod the important
thing is not curing recessions when they arise, but raising growth
rates where demand is insufficient by increasing the export of
capital goods. This means that the problem is not so much in
curing recessions as in preventing their occurence, Thus, he ar-
gues that it is not acceptable that the recipient countries be
supplied with capital goods during a recession, but then "expe-
rience a sudden ending of this supply when the recession is fin-
ished,"12 Indeed, since the rate of growth of international trade
among developed countries is much higher than that of trade between
these and the developing countries or among the developing coun-
tries themselves,13 the expansion of the developing countries
forms a dynamic adventage to florishing international trade, there-
fore assuring a greater expansion of the developed countries.

I+ mey be remarked against these views that, since the last
World War, the flow from the developed to the developing countries

10garrod (ed.), International Trade Theory in a Developing
World (Proceedingsyof a conference held by the International Econo-
mic Association, Brissago, Switzerland, September 1-9, 1961 [London:
Macmillan & Co Ltd, 1963]), summary record of the debate, p. 442.

1l1pid. . 121pid., p. 443.
13United NWations, Department of Economic and Social Affairs,

World Bconomic Survey, 1963--Part I (B/3908, ST/ECA/84)(New York,
1964), p. Os
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of private direct investment has been fluctuating erratically from
year to year, and that of private lending very small by earlier
standerds. This tendency is often attributed to the following
headings: (1) the growth in demand for capital in the industrial
countries themselves, brought about by the post-war reconstruction
programs and the subsequent full employment schemes pursued by all
the governments concerned; (2) the recent achievement of converti-
bility of all principal currencies; and (3) the acceleration in the
rate of technological advance and the increasing expenditure on
research and development.14 Further, the flow of private capital
to the developing countries has been severely hampered by the su-
pervening fact of independence in the former Buropean dependencies
in Asia and Africa. For the new nations tend to consider their
right "freely to use and exploit their natural weslth and resources"
as "inherent in their sovereignty."15 Most of them have set up
rrogram or plans cf socio-economic development with investment pri-
orities, which acted in meny cases as deterrent to potential pri-
vate direct investors abroad.

rTrue, argumente to the effect that capitalist countries
must develop export markets for surplus goods and investment out-
lets abroad to save their system, should have been shaken by now,
as the governmenis of most of the highly industrial countries are
demonstrating an obvious capacity to influence the level of demand
at home. Yet despite the post-war contraction in the flow of re-
sources from the developed to the developing countries, it can
still be held that such exports should be produced in order to
raise growth rates in the former or to counter deficiencies or

2

141pid., pp. 8-9.

15rhis right was early affirmed in United Nations General
Assembly Resulution 626 (VII), December 21, 1952 (A/2361: G.A.
Official Records, Tth Session, Supplement No. 20
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failures in their domestic full employment policy. What this con-
traction may indicate is the relative réle of capital exports dén
the present growth of the developed market economies. As to gov-
ernment inducements for private industrial and financial concerns
in the developed countries to export to the developing areas of
the world, and the official action jtself in the flow of financial
resources to these,16 they can be explained in terms of the above
objectives (raising growth rates at home, etc . . .) and of polit-
ical consideratione resulting from the prevailing international
conjuncture. Before elaborating on this last point, there is an-
other economic motivating force behind relations between developed

and developing countries which we must examine—-namely, the for-

161n 1960, the Development Assistance Committee (DAC)
countries--Australia, Austria, Belgium, Canada, Penmark, France,
Federal Republic of CGermeny, Italy, Japen, the Netherlands, Nor-
way, Portugal, Sweden, United Kingdom and United States—-accepted
the principle of income gharing on a global scele with a target
for resource trensfer of one percent of their national income. In
1962, the net flow of official and private financial resources
from the DAC countries to developing countries was 1.02 per cent
of gross national product, but it dropped to 0.88 per cent in
1966, In this year, contributions from the public sector had aug-
mented by over 3.5 per cent over 1965; but private transfers were
less by 12 per cent than in 1965. The decline is cseen as a re-
gult of the generally unfavorable climate for investment in most
of the developing countries ("Rapport annuel du Président du Comi-
té d'azide au développement de 1'OECD," Le Commerce du Levant,
vIII [15 décembre 1967], 84-85). It should be noted that the DAC
records the net flow of financial resources to developing coun-
tries, i.e., after deducting repayments of principal and repatri-
ation of capital. However, no allowance is made of reverse flows
of financiasl resources, from the developing to the industrial
countries; no deduction is made of interest receipts and other
investment incomej and no credit is given for uncompensated trans-
fers of ownership through nationalization (Crgenization for
Fconomic Co-Operation and Development, Development Assistance
Efforts and Policies, 1966 Review Report of the Chajrman of the
Tevelopment Assistence Committee |Peris: OECD, 1966), pp. 27-28).
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mer's need for the sources of raw materials in the latter.

The Need for Raw Materials

A very early view in this respect is expressed by Marx in
his listing of the series of counteracting factors which check and
even keep up the falling rate of profit in a capitalist system of
production.17 Merx in fact considers that the capitalists' invest-
ment in the cheapest materials through foreign trade is one of the
factors responsible for the actual rise in the rate of profit.18
But it was much later, toward the end of the nineteenth century,
that it became widely admitted that the real value of the periph-
eral areas lay in producing-cheap raw materials for European in-
dustries. In the midst of internal competition and the resulting
fall in prices, profits and wages, cheap raw materials could cut
down production costs and increase the rate of profit.

In the early twenties, the French ¥inister of Colonies,
Albert Sarraut, stressed, in a report on the valorization of the

French overseas domain, the potential colonial wealth and its ob-

17TWamely: (1) raising the intensity of exploitation; (2)
depression of wages below their valuej (3) cheapening the elements
of constant capital (raw materiasls, etc. . , except labor which
Yarx calls "variable capitel"); (45 relative overpopulation; (5)
foreign trade; and (6) increasing stock capital (Marx, Capital,
trans, by Ernest Untermann [3 vols.y Chicago: Kerr, 1909i, I1I,
276-82) .

18Marx, however, may not have seen that if there is no

complete mobility of labor between countries, trade will not auto-
metically taeke place, because the less advanced country will not
accept to undertake with the highly industrialized one & transac-
tion which is to her disadvantage. But if "the highly developed
country owns the less developed, or if capitalists in the one have
investments in the other, it is clear that the exchange might be
force" (see Winslow, op. oit., P. 129).
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vious importance to metropolitan industriea.19 Closer to us, the
Paley Report, prepared for the United States President in 1952, at-
tempts to estimate the materials needs of the United States and
the rest of the non-communist world by 1975. It shows the interest
the industrial countries would have in expanding the world produc-
tion of raw materials.20
Yet it may be argued, from United Nations sources, that
the recent trends in the volume and commodity pattern of the world
trade point toward a growing insulation of the industrial, from
the primery producing countries. This phenomenon is attributed to
the following factors: (1) low income elasticity of demand for
primary products, i.e., the fact that the ratio of expenditure on
food, especially staple foods originating in tropical areas, to to-
tal expenditure does not grow proportionally to the rise in incomej
(2) regional economic groupings, which encourage the expansion of
intra-trade and the members' own primary activities behind protec-
tive barriers through the imposition of customs duties and quanti-
tative restrictions on imports of competing products (such as tar-
iffs to protect domestic beet sugar); and (3) technological pro-
gress, with its increasing use of industrial substitutes (synthet-

ics), natural substitutes and materials-saving engineering.21

lgsarraut, La mise en valeur des colonies francaises
(Paris: Payot, 1923).

20president's Materials Policy Commission, Resources for
Freedoms A Report to the President (5 vols.; Washington: U.S.
Government Printing Office, 1952).

2lynited Nations, World Economic Survey, 1963--Part I,
pp. 13-16. See also, Ragnar Nurske, Patterns of Trade and Devel-
opment (Oxfords Basil Blackwell, 1961), p. 23, and the review of
Furkse's 1list of factors, in A.K. Cairncross, Factors in Economic
Development (London: George Allen & Unwin Ltd., 1964), PP. 195~

91.
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These arguments need some qualifications while the indus-
trial countries are becoming somewhat self-sufficient in certain
sgricultural and mineral items, they are, on the other hand, be-
coming heavily dependent on imports of others, especially miner-
als.22 But it remains that these countries at present supply from
their own sources some 75 per cent of their total Taw material re-
quirements. Although the remaining 25 per cent include the greater
portion of their requirements of certain strategic items (such as
crude petroleum, bauxite, menganese ore, copper ore, tin ore, and
others),23 their imports of primary commodities from primary ex-—
porting countries are only about 3 per cent of their gross domestic
product (2.8 per cent of GDP in 1962, with 1.3 per cent of GDP in
e Bane of Ahs Talal) |

Noreover, in the long term, it is thought that, with dimin-
ishing returns and the eventual exhaustion of domestic natural
sources of raw materials, the industrial countries will perforce
be led to seek their gupplies in the }¥iddle Bast, South and South
Bast Asia, Africa, and Latin America, i.e., in the developing coun-
triea.25 1If national economic policies pursued in these latter
direct investment activity out of the commodity sector, & case will
be made for aid programs from the United States, which is the large

exporter of raw materials. While this "becomes & political or se-

224 14ed Nations, World Beonomic Survey, 1963--Pert I,
Tables 5B-1, pp. 114-15 and 5B-3, pp. 118-22.
231pia. 41pia,, Table 5-11, p. 82.

25See Eugene Staley, The Future of Underdeveloped Countries
(Wew Yorks Harper & Brothers, for the Council on Foreign Relations,
1954), PP 48-503 ‘International Development Advisory Board, Part-
ners in Progress (Washingtons International Advasory Board, 1951),
PP, 4-5, 513 Ohlin T. Mouson, International Resources and National
Policies (New York: Harper & Brothers, 1959), Tables 30, P. 213,
59, p. 455, and 63, P. 473.
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curity rather than an economic argument,"26 one may well ask for
how long could the developed countries maintain their industrial
leadership if forced to depend on the material supplies of the
United States. According to the Paley Report, the latter will
need to import about 20 per cent of its total materiazle consump-
tion by 1975. Technologicel progress, industrial substitutes,
economies of raw material use, etc. . , could be evoked. But in
this connection, it is remarked that, generally, "the scarcity and
high price of a preferred material will lead to a somewhat more
costly and less satisfactory substitution. The cumulative effect
of many instances of rising raw materials coet would certainly

act as a drag on the further development of productivity and living
levels in the United States and other industrial countries.,"?l

To sum up this investigation of the develdped countries!'
need for the sources of raw materials in the developing countries:
(1) the developed countries have a vital long-term interest in co-
operating with the developing countries to support their future raw
material requirements. It is in this connecticn that studies, such
as the Paley Report, concerning future raw material requirements of
the industrial countriee of market economies, acquire special rele-
vance. It matters little that the forcasts be perfectly accurate
and valid; but to the extent that such predictions will influence
private and public investment policies in the industrial countries,

26payarad Mason, "Competitive Coexistence and Economic Devel-

opment in Asia," in International Stability and Progress: United
States Interests and Insiruments (Background papers prepared for the
use of participants and the final report of the Eleventh American
Assembly, New York,”May 2-5, 1957 [New York: American Assenmbly,

Graduste School of Business, Columbia University, 1957}), p. 68.
2Tstaley, op. cit., Ps 50.
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one is led to draw conclusions as to the rate and pattern of
growth of the developing countries, which the industrial countries
will consider compatible with their own long-term progress.aa
(2) In a short-run perspective, however, the industrial countries
can make themselves less dépendent upon the sources of raw mate-
rial supplies in the developing countries—if forced into such a
policy by a curtailment of these supplies--by drawing on their owm
sources, This may be at the expense of lower standards of livings
but the very fact that they can do it under necessity undoubtedly
limits their immediate needs for reletions with the developing
countries.

Political considerations arising from today's internation-
al conjuncture tend, howevery, to increase the developed countries'
immediate concern for the sources of strategic raw materials in the
developing countries, These considerations, already mentioned as
a motivating force behind the transfer of public rescurces from the
developed to the developing countries, are examined in the following

section.

Political and Security Motives

With the emergence of the Soviet Union as a major world
power after the Second World War and the birth of immature nations
with the breskdown of the colonial system, the interest of the
countries of developed market economies has been to promote a
world order in which if the young nations are not aligned with them

28Jacques Parizeau, "Les problémes de 1'aide extérieure,"
in Alfred Ssuvy (ed.), Le 'Tiers-Monde's sous développement et dé-
veloppement ("Publications de 1'Institut National d'Etudes Démogra—
phiques: Traveaux et Documents," Cahier No., 39 [Réédaition du Ca-
hier No. 27)s Periss Presses Universitaires de France, 1961), p.

345.
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they at least will not be aligned with their potential enemies.
Thus the friendship and alliance of the developing countries have
become a force which cannot be ignored in considering the security
and leadership of the developed countries in world affairs. In
this connection, & leading contemporary American econcmist, Jacob
Viner, remarks that:
The only factor which ceuld persuade us to undertake a really
large program of economic aid to the underdeveloped countries
would be the decision that the friendehip and alliaice of these
countries are strategically, politically, and peychologically
valuable to us in the Cold War, that economic a2id on a large
scele can be relied upon to assure such fiendship and alliance
to us, and that the cost to us of a greatly enlarged program
of economic aid would not be emcexcéseive price to pay for
these strategic gains.

One may add that in securing the allegiance of the devel-
oping countries to its side, the West could deny the access of the
Communist world to the sources of rare and vital raw materiale in
these countries, while securing at the same time its own access to

these sources and develcping smooth export outlets,30

29Viner, "The Role of the United States in the World Eco-
nomy," in Robert Lekachman zed.), National Policy for Economic
Welfere at Home and Abroad ("Columbia University Bicentennial Con-
Terence Series" |New York: Russell and Russell, Inc., 1961}), p.
209.

3ol)evelopment aid is also often viewed by donor countries
as a "sense of conscience", an obligation of the richer to assist
in promoting the social and material welfare of the less favored
es an act of solidarity and humenitarian altruism (Seymour J.
Rubin, The Conscience of the Rich Nationss The Development As-
gsistance Committee and the Common Aid Effort iLondon: Harper &
Row, 1936', P. 195, Some eccnomists have clearer consciences. In
speaking of the United States interests in foreign economic as-
sistance, Mason (op. cit., P. 64) explains that "government aid
programs are devised and promoted in an administrative and polit-
ical setting that is not very emenable to humanitarian considera~
tions." (See also Viner's statement supra). Thus although it is
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The cold war, however, has a different impact in different
nations; and in many of those where it appears to assume some sig-
nificance, people tend to think in terms of economic and social
improvements and are indifferent to the issue of oontainment of
communism as auch.31 In their yearning for modernization and their
determination to set up as prosperous States-—a phenomenon rightly
described as a "struggle far power eand for wealth as an instrument
of power,“32 the new nations tend to emphasis far-reaching gov-
ernment control of economic decision-meking. Combined with anti-
colonial and passionately nationalistic sentiments, such policies
could be 2 matter of deep anxiety to the developed countries, in-
asmuch as they might impair these countries' control over the pe-
riphery, adversely affect their economic interests, and weaken
their overall power in world affairs. )

Besides, one should mention the mounting competition be-
tween the developed countries themselves for control over certain
actions of the developing countries, Combined together, these
competitions have dramatized the importance of the developing

often proclaimed that the motive behind concern and action on the
part of the developed countries in respect to the problems of the
new countries emerges from the former's interest in promoting demo-
eracy and civil liberties and curbing the menace of totalitarianism,
a concentration on recent events alone, points to a "curious con-
tradiction" on the part of the developed countries which have not
hesitated to provide economic aid and assistance to "the dictator-
ships of the right" (such as those of Central and South America,
where the United States has long had a tradition of private invest-
ment), but have been reluctant to support "the dictatorships of

the left," even though their methods had been pragmatic and clearly
reformative in purpose and content (See Yusif Sayigh, "tamwil al-
inmd? fi ad-duwal an-n&miya," in al-mawdrid al-méliyyas wa al-inmd’
£1 lubnan (Proceedings of the Second National Conference on Devel-
opment, Beirut, 29 March-l April, 1967 [Beirut: nadwat ad-dirdsdt
al*inma’iwa’ 1967])’ po 670

3lHans Morgenthau, The Impass of American Foreign Polic
(Chicagos University of Chicago Press, 1964), p. 300,

321pid., p. 248,
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countries in world affairs and increased the developed countries'

desire for co-operative action with them.

*

The Case of the Developing Countries

Tet us now investigate the developing Countries’ interests
in relations with the industrial parts of the world.

One of the most striking features of this century is the
great awakening of the less developed societies to their =ocial
and economic conditions. In specific cases, this phenomenon is
traceable to the First World War. But the changes which resul ted
in what had come to be known as "the revolution of rising expecta-
tions" are mostly the product of major developments which have
taken place during and after the Second World War: the accelera-
tion in the movement of persons, the revolution in the communica-
tion of ideas through the radio, the movies, the press and other
media, and a vigorous world economy. These factors have produced
an ever-growing consciousness in traditional societies that misery
is not the inevitable permanent lot of the poor, that chances of
higher standards and of a better life exist, that progress is pos-
sible. "Poverty is old," says Fugene Staley, "but the awareness of
poverty and the conviction that something can be done about it are
new."=>

With the pressure of increasing wants and in the wake of
their widespread determination to improve the living standards of
their peoples, the new countries became not only willing, but anx-
jous as well to form or reformulate and widen contacts with the
jndustrial countries. ‘These needs arise from the imperatives of
the traditional pattern of economies in the new countries and the

capital requirements of accelerated economic growth.

33staley, op. cit., p. 20.
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The Imperatives of Traditional Patterms of Economic Activities

Tt is well known that most of the developing countries
produce a very limited variety of foodstuffs and raw materials for
exportation., Over half of the major primary producing countries
derive more than TJ0 per cent of their export proceeds from three
commodities, and about one third derive more than 80 per cent in
this way.34 Significantly, almost all of these exports must per-
force find outlets in highly industriel countries; for given the
relatively unindustrialized state of their economies, the devel-
oping countries themselves are not in a position to provide markets
on a large scale for primery commodities. International research
clearly shows that exports of primary producte to the industrial
countries "are now and, from all indications, will long continue
to be a primary source of external financing for the less-devel-
oped coumtries."35 Such dependence on commodity exports will, how-
ever, decrease as the developing countries increase the output of
the other sectors of their economies, and develop export markets
for certain types of manufactures. But this cannot be achieved in
the short run and, in the process, a straitegic and in the case of
a good many countries a preponderant réle will be played by raising

export earnings in stimulating the growth of the economy.

Problems of Capital Formation and the Need for External Resources

It is perhaps fair, before we go on to look at the need for

34ynited Nations, World Economic Survey, 1963--Part I, p.

173.

35Franca, "iemorandum Concerning certain Items on the Agen-
da of the United Nations Conference on Trade and Development," in
United Nations, Proceedings of the United Nations Conference on

Trade and Development, 1 y Vol. VI: Trade ansion and Regional
Croupings--Part I (E/CONF. 46/141, Vol. Vi) (New York, 1964), p. 20.
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external resources as a.force necessitating relations with the
richer countries, that we should do justice to the place of the
developing countries' domestic resources in the financing of their
development. For in drametizing the importance of international
aid, attention is often distracted from the predominant rdle of
domestic resources in this respect. It is perhaps true to say
that the developing countries supply internally from 66 to T5 per
cent of their total capital requirements for productive purposes,
with the rest coming from industrial countries; that these capital
imports form, on the average, not more than 3 to 4 per cent of
their gross domestic product, and only 0.66 per cent of the gross
domestic product of the industrial market eoonomies.36

Yet, although the developing countries must and can rely
primarily on domestic capital to develop, recourse to foreign sav-
ings is inevitable for a number of reasons.

Firstly, where the commodity expori sector plays a predom—
inant réle in stimulating the growth of domestic income and output,
external resources will be essential because (1) over-all export
earnings may fall short of the amounts needed by the country for
the financing of new investment and, in the case of many primary
producing countries, for supporting employment and local demand
and (2) erratic ups and downs both in the volume and value of ex-
ports cannot fail to jeopardize the economic expansion of the de-

37

veleoping country.

36see Sayigh, op. cit., D. 36. The author remarks {p. 62)
that, although the flow of resources between developing countries
is very low, there is one case, rarely noted in internaticnal re-
search, which calls for special attention, namely Kuwait. Between
1962 and 1966, the flow of investment capital from this country to
Arab countries reached $496 million, in the form of loans from the
Ceneral Development Eeserve (33503 and the Kuwait Fund for Arab E-
conomic Development ($146 million).

3Tsome countries, such as Kuwait, Iraq, the Federation of
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Secondly, in most of the developing countries, even where
the export sector does not play the rdle of a primary stimulus to
the economic growth of the country, capital from abroad is re-
quired for the financing of (1) the physical content of investment,
i.e., capital equipment, intermediate goods, and raw materialsy
and (2) human resources, i.e., the pighly technical and managing
skills of a modernizing economy.38

Thirdly, there is no doubt that, with over half of the de-
veloping countries saving less than 13 per cent of their gross do-
mestic product and the rest saving below 20 per cent, whereas Vvery
few of the industrial countries save lese than 20 per cent of

{ thei; gross domestic product, the net growth rates of such coun-
tries will be low, and as a result, the disperity in living stand-
ards between the rich and the poor countries will go effectively
unchecked. The United Nations, in a report devoted to the finan-
cing of economic development, expresses the opinion that "on the
basis of the incremental capital-output ratio common to0 a large
majority of the developing countries, a 13 per cent rate is un-
likely to sustain a growth rate of more than 4 per cent a year.
Such a rate would be inadequate not only in relation to the 5 per
cent target that has been set for the Development Decade, but also
in relation to current and prospective rates of population in-
crease, which would require a 3 per cent growth rate merely to pre-

vent a decline in per capita income."39

Malaya, Meuritus, the Philippines, Tanganyika, and Venezuela, derive
export surpluses from extractive industries or plantations held by
foreign investors.

38United Nations, World Economic Surve 1965--Parts I and
II (B/4187/Rev. 1, ST/ECA/91 - E/4221/Rev. 1, s'rﬁc%bz) (New York,
1966), Pc 38-

391bid., p. 18.
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Raising current rates of domestic saving and productive in-
vestment to satisfactory levels from internal sources would be pos—
sible if (1) peoples are induced, or "forced", to save; and (2) sav-
ings are canalized into developmental investment within the devel-
oping country. As is well knowm, however, efforts aimed at raising
current rates of domestic saving and productive investment in de-
veloping countries require drastic changes in the existing economic
and social structure of so many countries, which would arcuseoppo-
sition from vested local and foreign interests., Where circumstances
tend to safeguard the economic and social status quo, the country
will inevitably be led to augment its resources by drawing on the
savings made in industrial comntries. Where, as a result of over-
all reforms in the structure.of the developing country, potential
capital could be mobilized at a higher rate of ectivity, loans and
grants from ebroad will still be needed, if only to balance the
prospective deficit in domestic investment (or in exports over im-
ports if the equation relates to the balance of payments), in con-
junction with some target rate of growth over the period of the
Plan.4°

Estimates have been attempted of the developing countries'
need for extermal capital, whether by loan or by grant, if their
standards of living are to ameliorate at predetermined rates. The

report on Measures for the Tceonomic Development of Under-Developed

Countriee shows that domestic savings of the developing countries—-
including mainland Chira--in 1949 fell shert of the Experts' esti-
mates (i.e., $19,134 million) by $13,849 million; and "that a 2
per cent increase in the per capita national incomes cannot be

brought about without an annual capital import well in excess of

4OCairncross, op. cit., PP 52-53.
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810 billion."¥l More recently, Paul Hauffman put the inflow of re-
sources from the industriel to a group of developing countries--ex-
cluding mainland China--necessary to raise per capita incomes by 2
per cent a year at $7 billion annually.42

The meaning of these calculations and the underlying as-
sumptions which permitted their execution need not concern us.,
These estimates represent broad orders of magnitude of what is in-
volved--though the order obtained in each case differs with the as—
unmptions bebhind each calculation. For a long time, a substantial
volume of foreign capital will be needed by some developing coun-
tries, mainly to counteract the adverse effects of fluctuations in
export proceeds on their economic development; by others merely to
remove bottlenecks limiting economic growth--such as foreign ex-
change obstacles to the financing of technical knowledge and equip-
ments; but by most developing countries, to supplement domestic
private and public savings, so that they may achieve higher rates
of investment than these savings alone would permit. Thus could
they restrain the ever-widening gep in living standards with the
industrial countries.

Many developing countries, conscious of the benefits they
stand to gain from increased capital investments in accelerating
their economic development, have established guarantees and incen-
tive plans by virtue of investment laws to attract foreign capital.
Such plans provide special exchange privileges in countries which
are desirous of attracting capital but cannot institute a general

4lynited Nations, Department of Economic Affairs, Measures
for the Economic Development of Under-Developed Countries, Report
by a Group of Experts eppointed by the Secretary-General (B/1986,
ST/ECA/10)(New York, 1951), »s 9.

42Hauffman, 100 countriess One and One-Quarter Billion
People (Washington, D.C.: Committee for International Economic
Growth, 1960), discussed by Cairncross, op. cit., Pr. 53-54 .
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relaxation of exchange restrictions, fiscal incentives--the so-
called tax-holidays——and other inducements. Where the developing
country combines elements of socialist and nationalist philoso-
phies, tc support its insistance on safeguarding the nation a-
gainst excessive domination by foreign interests, an acceptable
compromise has been found between such aspirations and the urgent
need for foreign capital in the form of companies with mixed capi-
tal between the national government--directly or through semi-
autonomous agencies——and foreign investors.

National legislation on foreign investment may have a uni-
lateral character and present an ever-possibility for alteration.
But the mere fact that it is granted indicates that there is a re-
cognition, in the developing countries, of the need for foreign
capital to increase the rates of economic growth ﬁt satisfactory

levels.

Conclusion

We may now draw up a few conclusions from the analysis in
this chapter of the developed and developing countries' need to es-
tablish relations with each other.

A major conclusion would be that, in our world, interde-
pendence has come to have an increasing impact on the domestic af-
fairs of nations., The foregoing analysis clearly shows, however,
that interdependence operates in varying degrees in the case of na-
tions at different stages of economic and political growth. For
the developed countries, relations with the lese developed parts of
the world do not play at present a leading rSle in their economic
development., The developed countries, in fact trade more with each
other than with the developing countries, obtain three quarters of

their raw material requirements from each other, and offer investors
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many opportunities for growth with full capital protection and
certainty of good returns. What interest the industrial countries
can have in relations with the developing countries arises mainly
from speculations regarding their long-term raw material require-
ments., By contrast, the developing countries have inmmediate and
vital needs for such relations. It is in highly industrial mar-
kets that these countries must find outlets for most of their com-
modity exports, earnings of which assume a strategic rdle in many
countries and a predominant one in some. Further, most of the
material and humen capital needed for initiating and accelerating
the process of economic growth in the developing countries must
come from the more developed.

This may suggest that in relations between developed and
developing countries the bargaining power of the latter can be
much impaired by their immediate and pressing needs, Unless re-
lationships are accompanied by a complete appreciation of the posi-
tion of these countries, agreements entered into under economic
and other necessities may seem to be unjust., In fact, with na-
tions, as is all too often the case, constantly competing for in-
creased strength and relative power, the privileges and advantages
resulting from agreements concluded among unequal parties utendr-
tvoi-ble biased in favor of the stronger. The disproportion is
more likely where such agreements are serving complementary rather
than identical interests. The former "are by definition different
in substance and their comparative assessment is likely to be dis-
torted by subjective interpretation. A marked superiority in power
is bound to add weight to such interpretations.“43

¢

43Hans Morgenthau, Politics among Nationss The St €
for Power and Peace (3rd ed.; llew York: Alfred A. Knopf, 1921;,

ps 185.
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The bargaining power of the developing countries is, how-
ever, greatly increased nowadays by the competitive struggle with
the weapons of economic and technical assistence in these coun-
tries. The competition is between the developed countries of mar-
ket economies and those of centrally planned economies--and in-
creasingly among the different parts within each group--for control
over the minds and actions of the so-called uncommitted nations, or
denying control to the other side. With this new factor in inter-
national relations, the industrial countries are 1 ~vii Tl led to
adopt conceding attitudes in their relations with the developing
countries, while trying, as far as possible, to impose on these--
through propaganda, subtle pelitical, economic and monetary de-
vices——the kind of framework which offers & power basis for pre-
serving a compatible economic and political order.

Thus, with political factors acting in favor of the bar-
gaining power of the developing countries, and assuming that "men
are commonly good judges of their own interests,"44 there will be
good cause prima facie for saying that these countries will be en-
tering into mutually advantageous relations with the highly devel-
oped countries. But more is needed, It is not a question merely
of initial bargaining powers if relationshipse between nations are
to equalize. A great deal depends on how human and material re-
sources are distributed among the parties, once relationships are
formed. It is to this issue of factor proportions that we must

turn.

44g1anville William (ed.), Salmond on Jurisprudence (1lth
ed.j London: Sweet & Maxwell, Limited, 1957), p. 384.




CHAPTER II

THE COMPETITIVE OPPORTUNITIES OF THE PARTIES

The conditions under which competition takes place, once
relatione between developed and developing countries get under-way,
concern (1) the parties' levels of human and material advancej and
(2) the pattern of their economies., The effects of these factors
upon the equalization of relationships are examined in this chap-

ter.

Effects of the Levels of Human and Naterial Advance

Given the tremendous and growing disparity in factor pro-
portions between the industrially advanced countries and the devel—
oping ones, it is important to know in what direction--toward or
away from equality--relationships between these countries would be
moving if left to the free play of market forces, and how would
planned and applied interferences affect the movement.

Gunnar Myrdal, who focused on the mechanism of national
and international economic ineguality, argues against the notion
of stable equilibrium used in explaining changes in a social sys-
tem. "The system," thinks he, "is by itself not moving towards
any sort of balance between forces, but is constantly on the move
away from such a situation. In the normal case a change does not
call forth counter¢hiling changes but, instead, supporting changes,
which move the system in the same direction as the first change
but much further."l And Myrdal proceeds to say that unless coun-

IMyrdal, Economic Theory and Under-Developed Regions (Lon-
« 31 .
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tervailing changes are introduced through public interferences
with the intention of stopping the movement, a social process with-
in a community ie bound to have cumulative effects causing in-
creasing rather than decreasing inequality between regions. And
this is so not only because the regions offered initial inequal-
ities in economic and social factors (e.g., demand, investment and
production, the flow of entrepreneurial ideas, social attitudes,
and so on), but also because the accident was successfully started
in one place rather than another. "Therefore," says Myrdel, "the
ever-increasing internal and external economies--interpreted in
the widest sense of the word to include, for instance, a working
population trained in various crafts, easy communications, the
feeling of growth and elbow-rcom and the spirit of new enterprise——
fortified and sustained their continuwcus growth ét the expense of
other localities and regions where instead relative stagnation or
regression became the pattern."2

In widening the scope of this reasoning, from the individ-
ual country to the whole "community" of nations, it is found that,
a8 between regions within a country, the uncontrolled market mech-
aniem tends to increase rether than to decrease inequalities be-
tween nations; and this is the more so where nations offer a wide
disparity in their levels of buman and material advance,

With respect to commercial exchanges, Myrdal believes
thaet & free expansion of markets often sirengthens primarily the
the advanced countries, "whose manufacturing industries have the
lead and are already fortified by the surrounding external econo-
mies, while the underdeveloped countries are in continuous danger
of seeing even what they have of industry and, in particular

dont Gerald Duckworth & Co., Ltd., 1957), p. 13.
EI'bid., Pe 27-
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emall scale industry and handicrafts, priced out by cheap imports
from the industrial countries, if they do not protect tham.“3

In developing countries where an industrial structure is
emerging behind protective policies, attempts to export manufac-
tures to the old industrial centers in the world would inevitably
result in inequitable transfers if the industrial production of
these countries, "instead of being stimulated and guided by a care-

ful organization of international trade in manufactures," were

left "to its own devices under a policy of laissez-faire and lais-

sez—paaser.“4 In fact, with free competition, consumers in the
industrial countries will be choosing products originating in oth-
er industrial countries, even though an equivalent item could be
offered by the industrializing countries. The rreference can be
explained not only in terme of consumer prejudice'in industrial
countries in favor of the traditional producers, but also by the
frequent inefficiency and inability of the developing countries to
organize the necessary promotion campaign on the same scale as the
industrisl countries. If, then, the developing countries decide
to sell their product at a lower price, they could do so only by
means of export subsidies, state or private, or by substantielly
lowering their wage level below that of the industrial countries.
In the former case, there will be a transfer of capital to the
developed countries and, "although not so obvious, it is none the
less real in the latter, This shows clearly the inequitable and

uneconomic nature of such a commercial transaction, which was in-

31vid., pp. 51-52. See also, Myrdel, Rich Lands and Poor
(New Yorks Harper#& Brothers, 1957), p. 52.
4Prance, "Memorandum Concerning certain Items on the A-

genda of the United Nations Conference on Trade and Development,"
p. 23.
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tended to apply to trade between industrialized countries, is to
be the rule in trade with the developing countries."’

In regard to capital movements, let us first say that
where policy interferences in developing countries apply purposive
restrictions on exchange convertibility and capital repatriation,
and subject investment activities to an over-all development strat-
egy, private potential investors abroad would shun such: countries.
Indeed, the more developed countries, with their accelerated tech-
nological progrees, offer today many opportunities which combine
great growth prospects for capital, together with security.

Suppose then that, as a result of a bilateral or multi-
lateral arrangement, capitaliste from industrial countries wee al-
lowed to freely chose and own investment in the developing coun-
tries., In this case, private capital would embaik where it can
yield the relatively highest net income. The developing country
may contemplate a stronger domestic manufacturing sector, but
private investors would, on the whole, engage in mining or plan-
tations.G As may be expected, the rewards of a transaction car-
ried on between the developing countries and the industrial coun-
tries whose capitalists own the investment, will be biased in fa-
vor of the latter. For the products exchanges will not represent
the same amount of labor, because producers on each side were nect
drawing upon the same homogenous and mobile labor supply.

Further, if exchange controls and profit restriction were
completely relaxed or minimized, the amounts of capital repatri-
ated would be considerable. For foreign economic enclaves in
underdeveloped countries are generally integrated more fully in
the home economieé’thap in the countries where they are caperaen::‘mg.n'f

5Tbid., pp. 23-24. €5ayigh, op. cit., pp. TO-T1

‘Eyrdal, Beyond the Welfare State (London: Gerald Duck-
Zey
worth & CO., Ltd., 1960), B 1490
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Under the same conditions, indigenous capitalists would be ex-
porting their capital; and the banking system would be siphoning
off domestic savings into the richer countries, where capital is
relatively more secure. In fact the generally poor infrastructure
of the developing country, as well as non-economic factors, such
a8 political instability and uncertainty, traditional attitudes

to investment in certain sectors, especially in industry, and a

& corbine together to

limited supply of entrepreneurial ideas,
discourage investment in developing countries. A4s a result, the
need for capital in these countries does not represent an effective
demand in the markat.g

It is worth-while to note, in this connection, that the
outflows of short-term funde from Latin America and the overseas
franc area between 1952 and 1961 have been partiéularly large. Ac-
cording to estimates produced by the International Nonetary Fund,
reported private short-term capital movements from developing coun-
tries and net errors and omissions in their balances of payments
(suggesting an unrecorded outflow of capital from the developing
countries) amounted to $3,483 million in the ten years 1952-1961.
I+ is further believed that capital movements taking the form of
non-repatristien of export proceeds, under-invoicing exports or
over-invoicing imports (though importe may also be under-invoiced

to avoid customs duties), purchases of foreign exchange outside

8See Sayigh, "Government Economic Policies and Inducements
for Capital Formation and Investment in Industry," in Capital For-
mation and Investment in Indusiry (A report of the International
Conference on Problems of Capital Formation and Investment in In-
dustry, Istambul, #ugust 6-25, 1962 [Istambul: Economic and So-
cial Studies Board, 1963]), pp. 389-92.

9Myrdal, Economic Theory and Under-Developed Regions, p.

53.
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official markets from foreign tourists and others, may not even be
reflected in the residual item. The Fund's 1963 annual report in
fact points out thats:
The recent rise in the flow of total financial resources from
the industrial countries to the less developed couniries ap-
pears to have been offset, to some extent, by increased out-
flow of domestic capital from these countries whic% in some
jnetances has had the character of capital flight. 0
Let us now consider the second gquestion raised in this
chapter--namely, the effects of the pattern of economies on the
equalization of relationships between developed and developing

countries.

Effects of the Pattern of Economies

The traditional pattern of production in the developing
countries has generally been for specialization on a narrow front--
raw materials or tropical agricultural products, in which these
countries are thought to enjoy a comperative advantage. In fact,
the financial and technical assistance which the developing coun-
tries receive from the industrial countries is, even nowadays, of-
ten directed toward increasing their production of primary commod-
jties for exportation. The question for analysis is whether the
developing countries, as primary producers, can expect to reap pro-
portionate benefits from their productive efforts as compared with
the benefits going to the industrial countries with which they
trade.

101nternaf10nal Monetary Fund, "Flow of Private Capital
from Developing %o Developed Countries," in United Nations, Fro-

ceedings of the United Nations Conference on Trade and Development,
1235, Vol. V: Financ and Invisibles, Institutional Arrange-
141, VOlQ v Rew York, 19 4 3 Do 352.

ments (E/CONF.
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Ralil Prebisch dealt with this guestion in his 1950 report
on the economic development of Latin America. Frebisch argues
thet in the nineteenth century the difference between the indus-
trial countries and the primary producing regions was not partic-
ularly great, and under these conditions, it was not necessaxy for
the latter to attempt to industrialige, since they could share in
the rewards of technological progress in the industrial countries
through international trade, In the twentieth century, the split
in benefits was no longer equal, and even appeared to be biased
against the primary producing countries, because these had not
kept pace with the rapidly advancing industrial countries.

Arguing from United Nations data on terms of trade between
industrial and primary producing countries, Prebisch states that
"technical progress seems to have been greater in indusiry than in
primary production of peripheral countries.“l1 The result should
have been a relative fall of the prices of industrial products to
commodity prices, If this had been the case, "the countries of
the periphery would have benefited from the fall in prices of fin-
ished industrial products to the seme extent as the countries of
the centre, so fhat the benefits of technical progress would thus
have been distributed throughout the world."1? But what actually
ocourred is that the terms of trade had moved so that "in the
centre the income of entrepreneurs and of productive factors in-
creased relatively more than productivity, whereas in the periph-

ery the increase in income was less than productivity.“13 Thus,

1lynited Nations, Economic Commission for Latin America,
The Economic Develdpment of Latin America and its Principal Prob-
lems, Report by Rail Prebisch (E/CN.12/69/Rev. 1)(New York, 1950),
p. 8

121,34, . - 131%id., p. 10.
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"yhile the centres kept the whole benefit of the technical devel-
opment of their industries, the peripheral countries transferred
to them a share of the fruits of their owm technical progress,"

a phenomenon which Prebisch triee to explain in terms of a differ-
ence in price flexibility (or rigidity) between industrial and
primary producing countries., In the former, prices are pushed up
in preperity and held up in recession by highly organized trade
unions. In the latter, this mechanism is not possible because of
the sbsence of organization among the workers.14

In conclusion, Prebisch maintains that, with intermational
trade canducted along the lines of the traditional law of compar-
ative cost, specialization as primary producer would nowadays re-
present a comparative disadvantage.

Viyrdal, though reasoning differently than Prebisch, had
reached a similar conclusion, Myrdal in fact ascribes the unequal
relationship between industrial and primary producing countries to
differences in demand elasticities for primary commodities and for
manufactures. As the former, especially agricultural products of
tropical areas, confronted over time an inelestic demend in addi-
tion to instability, while no equivalent demend limitations tended
to confront manufactures, the trend has been towerd the deteriora-
tion of the terme of trade for primary producers,ii.e., for the
relative fall of prices of primary commodities to the prices of in-
dustrial products. As a result, the jndustrial countries could ex-
perience steady progress and enrichment, while the primary pro-
ducing countries underwent stagnation and impoverishment.15 In-
deed, Myrdal argues that while the traditional theory of interna-

=

Yyyia., pe 13.

1Myrdal, An International Economy (New York: Harper &
Brothers, 1956), especially chaps. iii, v and xiii.




0390

tional trade suggests that trade starts a movement toward income
equelization, what trade between industrial and primary producing
countries esctually initiates is "a cumulative process towards the
impoverishment and stagnation of the 1atter.“16

The Prabisch/ﬁyrdal conclusions are not, however, general-
ly shared, L1 Proponents of the "comparative advantage theory"
maintein that & country stands to gain economicelly by directing
its productive efforts along linee in which it has the greatest
comparative sdvantage, il.e., in which it is relatively most effi-
cient. This specielization will achieve a more efficient use of
productive forces in the world, because forces will come %o be al-
located so as to yield the greatest output per given resource out-
let, "meking it possible to maximize real income fqr the world as
a whole, and for each country within the trading network."

The criticism of the basic static assumptions underlying
this theory (it assumes full employment and does away with balance-
of-payments problems and transitional inflationary and deflationary
gaps) will not be offered here. In fact, we admit our incompetence
to do so. Suffice it to say, however, that, as the world really
stands, compliancé with the dietates of the law of comparative ad-
vantage is likely to cause unindustrialized countries, with their
limited productive forces (capital goods, labor preoductivity, tech-
nological know-how, and S0 on) to remain producers of raw materials
and certain tropical foodstuffs, which they will trade with manu-
factures produced with relative efficiency by highly industrialized
countries. Yet it is widely accepted today that the prices of
primary commodities, and especially tropical staples, tend to de-

]
&

1613em, Rich Lands and Poor, p. 101.

17See, €.8sy Cottfried Haberler, International Trade and
Foonomic Development (Cairos National Bank of Egypt, 1959) .
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teriorate relative to manufactures. =Some economists argue against
any systematic tendency of the terms of trade to move against or

in favor of primary produce'rs.l8 Even then, one may say, the un-
certainties arising from wide fluctuations in earnings from prime-
ry commodities have often hampered the development programs of less
developed countries, which rely on such earnings for stimulating
growth.

Obviously, if permanent solutions 1o the problems of pri-
mary commodities were found in such a way as to prevent instabili-
ty in export proceeds and secure reasonable remunerative prices,
there would be nothing particularly alarming for primary producing
countries to specialize on & narrow range of exports. As to the
long term danger of cheaper substitution, for price or technical
reasons, it is pointed out that the function of a synthetic pro-
duct so far has generally been "to supplement an inelastic natu=
ral supply and meet rapidly expanding industrial requirements rath-
er than to displace the natural products altogether."lg And in
any case, eliminating rigidities in the production structure of
the developing cogntries will enable them to respond to changes in
supply/demand relationships, by progressively shifting out of stag-
nating or declining lines of export toward new and expanding ones.

However, despite evidence today of a general recognition
of the problems of stabilization of international commodity mar-
kets, effective and permanent global arrangements for correcting
sharp upward and downward fluctuations in the volume and value of

commodity exports and for gemeliorating their prices at optimum lev-

B1pid., p. 23.
lgcairncross, op. cit.; P. 216.
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els, are yet to be agreed.zo There has been no lack of literature,
so far, but singularly little action. Indeed, the position of many
industrial countries may be "expressly motivated by a concern to
allow market forces to have free play, as far as this is possible.“21
In the circumstances, the arguments and counter-arguments
exposed gbove may represent "jdeals.," They are opposed, yet not ir-
¢econcil iable. In the short run, concentration upon primary com-
modities for exports may seem justifiable for a good many devel-

oping countries, in order, e.g., to finance imporis of capital e-

20puctuations in international commodity markets are not
due only to disruptive factors on the demand side (such as low in-
come elasticity of demend for.primary products, use of substitutes,
netional stabilizetion schemes as a means of holding supplies on
the domestic market stable)j; but also to the very nature of the
production processes on the supply side: large numbers of rela-
tively small producers, whose investment or plenting decisions are
taken much earlier, sometimes years before, let alone the unpre-
dictable effects of forces of nature (weather, pets and disease,
and others)(United Nations, World Economic Survey, 1963--Part I,

p. 40)

21France, "Memorandum Concerning certain Items on the A-
genda of the Unitéd Natione Conference on Trade end Development,"
p. 21. The concern was again expressed at the second session of
the United Nations Conference on Trade and Development in New
Delhi, 1968, particularly by the German and Scandinavian repre-
sentatives, who made it clear that commodity prices should be left
to the free forces of supply and demand (See Le Commerce du Le-
vant, 10 février, 1968, p. 1).

N¥ote that international agreements of limited duration
have been concluded, most notably in the post-war period. These,
however, were limited to products, namely wheat, sugar and tin,
in which the industrial countries are major producers or in-
vestors. In 1962, an agreement was reached between virtually all
producers and major dimporters of coffee, an item in which the in-
distrial countries are meither major producers nor major Owners,
Lately, negotiations have been taking place between 14 leading
producing and consuming countries with a view 1o concluding an
international agreement on this product, but came to a failure in
December 1967, "par suite des réticences américaines, 1'Adminis-
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quipment and technical assistance. In the long run, however, what
would be rational for these countries is to increase productivity
in agriculture, so as to enlarge the market for industrial pro-
ducts, and to expand industrial production for domestic (foreign-
exchange-saving activities) and external (foreign-exchange~earning
activities) markets.

In the process, the developing countries would greatly im-
prove their competitive position vis-a-vis the more developed, if
the sociazl and political tensions and conflicts existing within
and among themselves were eradicated or, at least, minimigzed.

On the one hand, political events often suggest that the
building of nation-states, the desire for territorial security,
personal animosities, deep-rooted tribal entagonisms, and ideo-
logical differences are powerful influences on the governments of
the developing countries. 5. Farajallah, who studied the exis-
tence and evolution of the Afro-Asian bloc in the United Nations,
points out in one long sentence that these "éléments de caractére
objectif et subjectif. . . fruit d'une longue et pénible histoire
et qui, habilement exploités par les Crandes Puissances, inter-
viennent pour fraémenter cette entité géo-politique en gestation
que constitue le monde afro-asiatique et la réduire, pour le
pieux, & des structures régionales plus ou moins limitées et in-
stables si, su pire, ils ne la pulvérisent pes en une multitude
de 'micro-nations' qui revétent fisrement la forme d'Etat minie-

ture farouchement jaloux de leur indépendance nominale fraiche-

tration de Washington ne souhaitant pas, dans une anmée électorale,
agir contre les voeux des intéréts privés américains en la matidre"
(Le Commerce du Levent, 31 janvier, 1968, p. 5).
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ment acquise & une époque ol seuls les grands ensembles ont une
chance de survie et de progrds."2? The Afro-Asian bloc, thinks
Frajallah, is not an end in itself, but a diplomatic instrument
for satisfying the individual needs of its members in the pre-
sent international conjuncture. The bloc's objective is not "un
objectif communautaire," but a conversion of individual objectives,
and this inevitably multiplies the centers of decision-making in
the "Third World."?3
A specialist of the dynamics of African societies, French
sociologist Georges Balandier, further pointe out that coloniza—
tion did not have the same significance to the colored élites of
British colonization and those of French colonization. Says hes
les structures, les contextes culturels, les genres de vie et
les modes de pensée résultant de l'action coloniale restent
fortement enracinés dane la chair et 1'esprit des pays afri-
cains; nméme aprés 1' Indépendance, c'est sur la base &'une tel-
1e constatation que B. Boganda, maitre maintenant disparu de
la République centrafricaine, fondait son projet de eréation
des "Btats unis de 1'Afrique latine," De méme, MM. Sékou Tou-
ré et Nkwamé Nkrumah ont pu découvrir, 2 1'occasion de leurs
premiers entretients en tant que chefs d'Etat, combien des é-
volutions diveﬁientes contrariaient singuliérement leurs ef-
forts d'union.
The developing countries did, however, manifest a remarke-
ble cohesion on certain issues, notably on colonialism and racial

discrimination. But racial discrimination, especially as applied

224, maan Boutros Farejallah, Le groupe afro-asistique dans
le cadre des Nations-Unies (Genéve: Librairie Droz, 1963), PP.
413"140

231pid., p.4l4. One may cite, in this respect, the lack
of unity displayed by the group of 77 developing countries at the
second United Nations Conference on Trade and Development (1968).
These countries were unable to preserve their unity on any other
approach than that reached at their Algiers meeting in Cctober

1967.

245a1andier, Sociologie actuelle de 1'Afrigue mnoire (2&me
éd.; Paris: Presses Universitaires de France, 1963), D. 13.
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in South Africa and Rhodesia, is condemned by almost all nations in
the world, and the cohesion of the developing countries on this is-
sue must be indisputable. Further, the quasi-total cohesion a~-
chieved on the affirmation of the right of peoples for self-deter-
mination, has seldom been complete in so far as the content of de-~
colonization was concerned; it has varied in relation to the inter-
ests of the Great Powers which were able to exert heavy pressures
over the smaller nations of Africa and Asia according to the in-
terests involved. The ex-Italian colonies, the Congo, North Afri-
ca, Cyprus, and the Middle Fast are the most striking examples.
There is, on the other hand, a complex array of disruptive
forces within the developing countries which adversely affect
their competitive opportunities in relation to the more developed
ones., Among these forces three stand out: cultural heterogeneity,
the multiplicity of overlapping and competing political groupss o,
and tribalism. This latter is indeed a virile source of national
disintegration end tension. It does not only provoke intercountry
tensions, especially in Africa where the boundaries of the present
States were drawn in colonial times without regard to ethnie compo-
gition, but, as alréedy:btated, internal conflicts as well, for
tribal groupings have not yet found a proven basis for national

cohesion.25

Conclusion

The discussion in this chapter gives support to the conelu-

2570om F. Vboya, "Tensions in African Development,"” in Rest-
less Nations: A Study of World Tensions and Development (Papers
presented at a conference organized by the Council on World Ten-
gions, New College, Oxford University, August 28-September 1, 1961
{Wew York: Macfadden Books, 19631), p. 443 See also, Rupert
Bmerson, "Nation-Building in Africa," in Karl W. Datsch, Nation
Building (Wew Yorks Atherton Press, 1963), pp. 95-116.




-45.

sion that in so far as arrangements between developed and devel~
oping countries (1) embody inequality in competitive opportunities—
i.e.y prevailing differences in levels of socio-economic develop-
ment and unequally asdvantageous patterns of production; and (2) ef-
fective irsso liicd-a pilt yiiy between developed and developing
countries, and among and within the developing countries them-
selves is sbsent, such arrangements will tend to work toward a
cunulative process biased againsi the less developed.

The factor of opportunity must be emphasized. In viewing
relations between the developed and less developed parts in the
world as a product of the process of economic growth, it is signif-
jcant to note that in their historic nineteenth century develop-
ment, the now industrial countries did not confront competition
slready existent outside their economy. In 1885, Jules Ferry des-
eribed colonial policy as "the offspring of industrialization.“26
* mhe industrial countries of Europe and the peripheral regions of
their world economy broadly functioned es a wunity; and, as S.H.
Frankel points out, it was "by drawing on ever new natural Tre-
sources," that these countries could, for a generation before the
" Pirst World War, aécumulate capital surpluses "at a rate never
previously surpassed, which made them the bankers of the world,"
and enabled them "to reduce the cost of their accustomed liveli-
hood 27

By contrast, the developing countries today must integrate

26perry, Le Tonkin et la mére patrie (Peris, 1890), quoted
in Henri de Brunschwig, French Colonialism 1871-1914, trans. by
William Clanville Brown (Tondon: Pall Nall Press, 1966), p. 83.

275, Herbert Frankel, The Economic Impact of Under-Devel-
oped Societies (Oxford: Basil Blackwell, 19535, Ps 94
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into a structurized international economy largely controlled by
the great industrial powers. Waturally, solidarity emong the de-
veloping countries can act as a bargaining force in their dealings
with the industrial parts of the world. But these countries pre-
sent themselves as a series of ill-connected rural communities.
Not only do they control smaller economic spaces than the indus-
trial countries, but they are on top of this greatly weakened by
their particularism.

For the rest, the world community does not enjoy that cul-
tural, ethical, and institutional unity, which within a faisly
homogenous nation works as a basis for mutual humen sclidarity and
decreasing inequality. In their diversity, ngtions-—deliberately
or not--tend to devise their policies from the viewpoint of na-
tional interests rather than of commonly felt international ones.
Tor in politice the nation and not mankind is the elemental fact.
"The concept of mankind," wrote Myrdal, "is bleak, sbstract, and
empty of concrete emotions to most people, compared with the con-
cept of the national state.“28 Thus, nations are not interested
in & general equil@brium, and each one strives to achieve a gen~
erous margin in its own favur.29 This quest for relative power is

not a new phenomenon.3° Morgenthau describes it as "universal in

28Myrda1, An International Economy, p. 324.

2930hn Weynard Keynes, The Ceneral Theor of Employment,
Interest and Money (London: Macmillan and Co. Limited, 1936), P
382; Nicholas Jobn Spykman, America's Strategy in World Politics
(New York: Harcourt, Brace, 1942), P. 23.

30gce Niccold Machiavelli, The Chief Works and Others,
trens. by Allan Gilbert (3 vols.; Durham, North Carolinas Duke
University Fress, 1965), I, 206; Thomes Hobbes, Leviathan (Re-
printed from the edition of 1651 [1st ed. 19093 Oxford: Clarendon
Press, 1965]), p. 753 ¥. Quatremdre (ed.), Les Prolégoménes d'Ebn
Xhaldoun (3 vols.; Parie, 1858), I, T1; Herbert Spencer, Social
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time and space and is an indeniable Tact of experienoe.“31 In fact,
much of modern political thought explains relations between indi-
viduals and societies in terms of a strife for power--economic, cul-
tural and political. The latter is central to the tradition of
Realpolitik. It is man's ability "to control the minds of other

men and mold their sctions according to his will."32

On the basis of the investigation carried‘out in this Fart
of the essay, it may now be possible to develop a hypothesis about
the equalization of relationships among nationse. Remenmbering the
assumptions which were basic to our exercise, we may say that if
co-operation among nations is to be mutually advantageous, it is
essential that relationships should rest on reciprocity resulting
from (1) a deliberate initial bargaining, unimpaired for any party
by immediate or pressing needs; and (2) equal competitive opportu-
nities for the parties, once the system is under way. Noting that
societies generally strive through the constant improvement of
their strength for personal advantage and relative power, our hy-
pothesie is that is (1) or (2), or a combination of both, is absent,
and to the extent that a2 full sppreciation of the conditions of the
less favored party is absent, the likelihood that the privileges
and rewards going to the stronger will prevail over those going to
the lesser in the system, is increased. This generalization is not
taken for granted. Yet based on all available evidence, it may re-

present a most tenable search-model.

Statics| (Londons ' Chapmen, 1850), III, 322; J. Harmand, Domination
et colonisation (Paris: Flammarion, 1910), p. 293 Paul Leroy-Beau-
lieu, De la colonisation chez les peuples modernes (Paris, 1874),

pp. 605-606; Hobson, op. cit., p. 368.
3lyorgenthau, Politics among Nations,; p. 33.
321pid., p. 28,
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Thereﬁpon we may begin our analysis of the Association of
the African and Malagsy States with the FEC so as to find in which
relationship the relevant varisbles occur in this particular case,
and to draw conclusions as to the real nature of the sysiem.



PART TWO

THE EQUALIZATION OF RELATIONSEIPS
IN THE ASSOCIATION OF AFRICAN AND MALAGASY STATES
WITH THE EEC



CEAPTER III

CIRCUMSTANTIAL FACTORS WHICE CONTROLLED
TEE FORMATICN OF THE ASSOCIATICN

In Part One, the chief motivating forces which cause the
developed and the developing countries to desire relations with
each other have been deglt with in terms of export and investment
outlets, raw material needs and pglitical-security considerations,
for the former. For the latter, the motivating forces have been
examined in terms of export markets for primary commodities and
material end human capital import requirements. The relative sig-
nificance of these forces for the EEC and the assccisted States is
discﬁssed in this chapter. The case of the EEC and that of the as-
sociazted States will be treated together, and an attempt will be
made to see in what sense these forces mey have influenced the par-
ties' bargaining powers and the nature of the resulting relation-
ship.

Review of Controlling Factors

The first step in this endeavor is to examine the flow of
trade and its composition between the EEC and the associated
States. Table 1 shows that EEC imports by value from the essocia-
ted States (AAMS: Associated African and Nalagasy States) in the
period 1960-1963 aweraged only 1.9 per cent of the value of EEC im-
ports from all sources. In the same period, EEC exporte to these
States averaged only 2.1 per cent of its world exports by value.

.« 0 .



.mmmmH ‘sTessnag) V96T 'eped] USTeIef 1S81BTO
-o8sy swesJeA() ‘e0TJJO TEOTISTIELC ¢ £q Tunuue) OTwoucdf ueedeany mhﬁmmﬂ ‘yaex Bozv
GOBT 'HO0QIwe] [BOTISTIEIE ‘©0TJJO [e0T38T4e4S ‘SUGTIBN POITU :880JTOS

(21°2) (0°66L) 066 ¢ LE (0g"1) (0°¥69) oLGégE v v "~ 961
Loe g 60L 002" ¥¢ GLL 8965 00l “¥¢€ o e we o mobt
A 2°289 oLE ‘et g88° 1 6°g LS oLgéoE " " 1L96i
. 0L°2 L ¥29 ofL‘6Z . 2e°¢ 0°829 ogl‘gg "= * " * " 096l
ﬂ .
. pIIos enTep PIION pPIIOM enTEA PIIOM JBe)
23 mweay
sjaedxe spaedmy
Jo Jo
juesIed juedIed
SHYV . SHYY
o1 sjJodxy woxy sjaoduw]

(sxeTToP °*§°N UOT[TTW UT)
£961-096) ‘NOILVNILSEQ NV NIDIHO A€ EQVEL NOTI¥Od DEE

I ETEVL



.« 52 .

By contrast, imports into the associated States from the EEC dur-
ing the period considered formed on average 65.78 per cent of =ldlld
imports into these States, or TO.T7 per cent exclusive Congo (Leo-
poldville), Ruanda and Burundi, and exports from these States to
the Community averaged 66.39 per cent of all exports, or T2.29 per
cent exclusive Congo (Leopoldville), Ruanda and Burundi (see Table
2). Purther, while EEC exports to and imports from world rose by
8.77 and 12.22 per cent respectively, its exports to and imports
from the associated States increassed by 9.13 and 3.5 per cent re-
spectively (Tables 1 end 2).

Assesement of the trade flow between the EEC and the asso-
ciated Stated exclusive Congo (Leopoldville), Ruanda and Burundi
may be justified. The EEC, in fact, is neither a predominant sup-
plier nor a predominant customer of the ex-Belgian dependencies in
Africa (see Table 3). This is explained both by the traditional
"open door" policy established by the international regime of the
Treaty Basin of the Congo, and by the reletive importance of the
ex-metropolitan country as an outlet for certain Congo products
and as 2 Bupplier'of the necessary equipment. Thus Congo exporis
prices are those of world markets in which they are competitive,
and imports are obtained from those countries offering the best
terms and the most favorable prices,

As this evidence clearly shows, the asscciated States de-
pend heavily upon the FEC for their foreign trade, whereas, in
this respect, EEC dependence upon these States is considerably
small., This is the more cbvious if we consider the relative magni-
tude of trade between the FEC and the associated States as percent-
age of their resPective gross domestic product and national income.
The calculations for 1962 are offered in Tables4-T7 for the EEC and
a number of associated States for which corresponding data were
available,
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¥eturally, EEC incomes from financial, commercial and ship-
ping services performed for the associated States by the Member
States, and capital transfers, visible and invisible, are not ac-—
counted for in our calculations in Table 5. Such incomes must be
substantial, but could not be calculated with any degree of accura-
cy short of corresponding statistics.

Turning to the composition of trade between the associated
States and the EEC, we find that the bulk of the former's exports
to the latier is made of primery commodities. Such exports consti-
tuted about 87 per cent of all exports to EEC from the associated
States considered in 1962. The figures, presented in Table 8, fur-
ther show that these States draw between 63.2 and 90.4 per cent of
their total earnings from exports to EEC from only three commodi-
ties, mostly tropical agricultural products, demand of which is
characterized by low income eleasticity. This can have important
implications for the growth of the associated States, because these
are heavily dependent upon export proceeds for gtimulating economic
development.

Further in'spection of trade flows between the EEC and the
associated States shows that trade is unevenly distributed among
the Nember States. As may be seen from Table 9 and 10, France has
a predominant position in the transactions, with 62.02 per cent of
exports from the associated States in 1960-1963 going to this coun-
try, and 73.5 per cent of their imports originating in it.

This lead us to the complex issue of post-independence re-
lationships between France and its former dependencies south of the
Sahera. When independence became inevitable for these French-
speaking dependencieg, France was ready to grant it, but under cer-
tain economic, technical, cultural and military agreements. A con-
tractual relationship has given place to a constitutional one, as

these overseas territories negotiated independence with France by
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transfer of competence persueant to Article T8(3) of the 1958 Con-
stitution. But the economic, monetary and financial agreements
concluded with France retained, in the over-all, the pre-independ-
ence structure., With the exception of Guinea, all the new States
have expressly confirmed their belonging to the franc area. Seven
States (Ivory Coast, Dehomey, Mali, Mauritania, Niger, Senegal, and
Upper Volta) declared upon reﬁching independence their attachement
to the West African Union, which is characterized by a common is-
suing agency, and concluded on May 12, 1962 a Treaty with France to
thie effect. Mali, however, withdrew from the Union on July 1,
1062. It created its own currency, but remained in the franc area.
The issuing agency of the West African MNonetary Union, the Bangue
centrale des Etats de l'Afriqué dé 1'Quest, is a multinational pub-
lic establishment. Two thirds of its board of directors are cccu-
pied by the representatives of the member States, and the remaining
third by the representatives of France., Its currency is the franc
CFA (the initials formerly stood for Colonies Francaises d'Afrique
and now stand for Communauté Financiére Africaine) which has a
fixed relationship tc the French franc of 50 franc CFA per French
franc,t
The States of the former French Equatorial Africa (Cameroon,
Central African Republic, Chad, Congo [Brazzavillé], and Gabon) have

retained, with minor modificaztions, the earlier system of the lone-

lumransactions in French franc are made at fixed buying and
selling rates and exchange rates for other currencies move with the
French franc rates for these currencies! The CFA franc was origi-
nally established as_the monetary unit of the French overseas areas
in Africa in December 1945. The exchange rate was then fixed at 1
franc CFA = 1.70 French francs., The fixed relationship to the
French franc was changed to 1 franc CFA = 2 French franc as of 18
October 1948, and to its present relationship of 50 francs CFA per
French franc on January 1, 1960, when a new par value was estab-
. 1lished for the French franc. ©See International Nonetary Fund, In-
ternational Financial Statistics.
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tary Union. However, Gabon and Cameroon reserved to themselves
the right to create their own currency and national issuing agen-
cies. At present, the issuing institute is the Bangue centrale
dee Mats de 1'Afrique équatoriale, and the monetary unit is the
franc CFA as in West Africa.

! As regards Madagascar, it has its own note-issue bank as
of April 1, 1962 as a result of the co-opamtion agreement concluded
with Prance on June 27, 1962, and a number of subsequent conven-
tions signed on March 10, 1962. France holds a 50 per cent share
in the Bank and appoints half its directors. MNadagascar has its
own currency, too, which has a fixed relationship to the French

franc.2

The new States also méinfained the old.preferential regime
in their commercisl relations with France, though they are now free
to negotiate and conclude commercial treaties with any country,
whether it belongs to the franc area or not. We shall see later
that under the present association system with the EEC, French
protection to certain tropical products (groundnuts, cotton, palm-
oil, coffee, rice) originating in some associated States will have
t0o end within the Association's five-year period.

A question here imposes itself. What are Europe's inter-
ests in Africa? In fact, Africa is economically, politically and
strategically valuable to Furope.

Economically, a developing Africa can provide an immense
outlet for Furopean exports, manpower and investment opportunities,
beside being a huge additional source of valuable raw materials

and unmanufactured foodstuffs,

"

2Franoe, Direction de la documentation, La coopération en-
tre la France, 1'Afrique noire d'expression francaise et Madagas-
car, Notes et études dooumentaires, No. 3330, 25 octobre, 1966.
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Politically, Burope's withdrawal from independent Africa
would have created a vacuum in which the U.S.A., Russia, and China
will be confronting each other for control over the politics and
econcomies of the new States. Indeed, although America's concern
with Africa is relatively recent, she had made & remarkably quick
advance in this respect by 1962. On the other hand, the Commu-
nists have at least two poten'tia.l holds over the young African
States:s economic aid and education. Africa is highly wvulnerable
to Communism because of its general poverty, its dimintegrating
society, political antaegonism, tribal pluralism, nationalism and
anti—colonialism, Further, the new States need vastly increased
techrnnical and financial aid to carry forward the impetus independ-
ence gave to development. “‘;Bhe.y have a thirst for education and
would accept assistance from any side."

Finally, on the strategic side, Africa can have command
over Southern Atlantic shipping lanes and Western Furope may be-
come dangerously exposed if it cannot rely upon the large space to
the Socuth——a =ituation which it was able to test during the SBecond
World War.

The Implications

The implications of this situation for the desires of the
EEC and the associated States to continue the Asscciation begun un-
der the Treaty of Rome in 1958, may be clarified by an examination
of the parties' respective attitudes to this Association after most
of the African Associates had reached independence in 1960, At
that +time, the desire to continue the Association was expressed by
both =ides, and both had recognized the need for a practical re-
adjustment of the existing links,

The desire, however, was not manifested with equal wvigor by
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all concerned. The associated States insisted that what has been
begun should be continued without interruption. Impatient of the
delay between the end of the negotiations and the signature of the
new Convention, the associated States, in February 1963, addressed
to the President of the EEC Council a memorandum wherein they "de-
rlored the delay in signing the Convention, which could entail a
corresponding delay in its iﬁplementation,“ and requested that the
signature should nct be further deferred,=

In fact, the delay in signing the document was caused by
the EEC Council which could not succeed in fixing an exact date for
signature in view of objections from France's EEC partners, partio-
ularly Germany,:Italys’.mnd the Netherlands. OStatements behind the
scenes have led to the generai cdnviction that these countries were
unwilling to sign the Convention. The assumption was that the sys-
tem was much more a political, commercial and financial advantage
to France then 1o her EEC partners.4

The attitude of Germany to the Association of overseas
countries having special relations with some Member States with the
EEC is not new. The idea did not enchant her even in 1957 when
none of these countries was independent. Indeed, foreign trade
stetistics for Germany show that this country, even well after the
entry into force of the first Association, has comparatively very
little commercial exchanges with the ex-dependencies of France,
Belgium and Italy (see Tables 9 and 10). Cermany may well now en-

3European Economic Community, Commission, Sixth Ceneral
Report on the Activities of the Community, 1 May 1962-31 March

4"The Delay in the African Association," Common Market,
111 (May, 1963), 90-91. The delay was also caused by the general
"cooling-off" period which followed the breakdoan in the negotia-
tions on Britain's entry into the Common Karket.
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joy the same right of establishment of nationals and companies and
the same commercial treatment as the other Member States in the as-
sociated States. But these latter have been a traditional outlet
for their ex-colonigers, so that Germany is again at a disadvantage
as a late comer. Thus, although the placement of all contracts and
orders in the associated States is subject to strict rules of free

competition,

e o« o its is evident that French firms, which are well acquainted
with the local circumetances in the former French colonies, are
in a better rosition to make the lowest bid for projects on roed
building, agricultural promotion, echool- and hospitalbuilding,
etc., than firms in the other EEC member states. The same phe~
nomenon occurs as to Italian contracts in Somalia, Belgian con-
tracts in Congo, Ruanda and Burundi, and Dutch oontraots in
Surinam and the Netherlands Antilles.D

Germany, therefore, could not expect to benefit much from this Asso-
ciation relative to other Member States, particularly France, while

it had to bear as much as this latter (the biggest beneficiary, in-
deed) of the burden of Financial commitments overseas.®

5"Ten Years Furopean Development Fund: An Eveluation," Com-
mon Market, VIII (June, 1968), 165. Surinam and Netherlands Antilles
are the Dutch overseas territories associated with the EEC under the
Treaty of Fome and subsequent protocols.

GGerman hesitations in 1957 had some political bases; too.
Writing in the Frankfurter Neue-FPresse of 29.1.57, Marcel Schulte
(Christian-Democrat) said that the Federal Republic of Cermany
"oraint d'étre entrainée par la bande & une participation & la mise
en valeur des territoires africains, francais et belges, dans le cer-
cle des puissances coloniales, et de perdre ainsi les sympathies et
les marchés arabes" (Documentation francaise, Articles et documents,
Yo. 0,465, 5 févriers 1957, p. 4). Die Welte (independent) wrote on
24,1.57T: "On est toujours d'avis gque la Républigue fédérale ne
doit pas &tre assocife, par le détour du Marché commun, & une domi-
nation colonialiste" (Documentation francaise, Articles et documents,
No. 0.462, 29 janvier, 1957, p. 3).

For the distribution of financial commitments overseas among
the Member States, see infra, p. T4




. 68 .

The reasons in Italy's hesitations toward the Association
ere also complex. Like France and Belgium, this country has spe-
cific interests in the system in view of her former tutelage of
Somalia. ©She alsc likes to consider the African continent as her
Vediterranean neighbor. But Italy was afraid that her strong com-
mercial position in many South American countries might be jeop-
ardiged if the policy of preférential treatment applied on goods
originating in the African States wereccomniinued,

The Dutch have no special links with the African States,
and simply could not feel particularly attached toward them.

To a large extent, it was for reasons of political expedi-
ency that Cermany, Italy and the Netherlands were led, though not
unreluctantly, to accept the renewal of the system.” The reasons
lay not only in the dictates of European présence in Africa, but
also, given French intransigence on overseas policy, in the Member
States' determination not to let diverging wviews on the matter
grow'into an undermining factor to Eurcpean integration and unity.

Conclusion

To conclude, both the EEC and the associated States seenm
to have been led to desire association from vital interests. But
could the mere presence of such interests on both sides have pro-
duced of itself an approximation of complete mutuaslity in the dis-
tribution of benefits? It could if each party was in full capacity
to use its assets o press & status in the system commensurate
with the burdens it %p bound to bear in it. Such was not the case
here, When the Convention was negotiasted, the economic and mone-
tary systemsof the French-Bpeaking associated States were already
tied down to the former metropolitan country in a system rightly
described as "a leftover of colonial relation rather than the re-
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sult of any politiéal will to integrate or of the voluntary re-
nunciation of sovereignty."T The restraints of the series of bi-
lateral agreements concluded before and after independence on the
bargaining power of the new Stiastes must have been considerable,
gince any deviation from commitments which France deemed vitel
would not have been possible without inviting a severance of
French financial and technicél assistance.® Deprived of this aid,
the result for these States would have been economically disastrous,
the rapid cutting-off of French aid from Cuinea, when this latter
voted for independence in 1958, and the immediate repercussions of
this action on Cuinean economy, is 2 case in point.

For the rest, the Association is serving complementary in-
terests and, as such, lends itself most readily to a disproportion-

ate distribution of benefits.?

The first condition of our bhypothesis--that mutually edvan-
tageous relationships among nations must result from a deliberate
initial bargaining, wnimpaired for any party by necessities--is
not, therefore, fulfilled here, the majority of the associated
States having been under the duress of political pressures and e-
conomic emergencies, As a result, the present system must be un-
equal. Assuming now that reciprocity is actually approximated, it
can £till be maintained that, unless a reasonable appreciation is

made of the young economies of these States, the enormous dispar-

7“Aesociating the African Associates," Common Market, II
(May, 1962), 92; see also, G, Turin, "Interdépendance dens la do-
mination," Economie et Humanisme, XXII, No. 147, supplément annu-
el (1263), 16. )

eBesides, De Gaulle could have empsily dispatched "para-
troopers of his force de frappe upon the request of the menaced
government" (Time, February 2, 1968, p. 26).

ISee su ra, P. 29.
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ity in factor proportions beiween these and the EEC is bound to
work toward a cumulative process biased in favor of the latter.
This we 2hall investigate in the remaining chapter.



CHAFIER IV
MITHS AND REALITIES OF EQUALITY

The cbject of this chapter is to examine the provisions of
the 1964 Converntion of Association so as %o see what considerations
are taken of the less favorable economic and human conditions of
the associated States in the system. The first section of this
chapter presents the relevant provisions., The second section con-
taine e criticel anelysis of these provisions in the light of our

objectives.

Maijor Provisions of the 1964 Convention

The Convention of Association containe four main titles:
(1) commercial exchenges; (2) right of establishment, services,
payments end capital; (3) financial and technical cooperation; and
(4) the institutions,

Commercial Excharges

The Convention adapts and expands the provisions on the 1lib-
eralization of commercial exchanges begun under the Treaty of Rome
(E=C Treaty) in 1958.1 According to this Convention, certain trop-
ical products criginat_.ing in the asscciated Btates will enter duty-

lTraatI Establishing the Eurcpean Economic Community, and
gonnected documents, Part IV, Arts. 132-34.

o
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free. These products ares pineapples, coconuts, coffee, tea, co-
coa, pepper, vanille, cleves and nutmeg. The other products will
benefii upon their import into the Community of the progressive e-
linination of custome duties and taxes with equivalent effect as
the Menmber States aprly anong themselves.2

On their part, the associated States will expand the same
teriff treatment to products originating in all Nember States, and
this ne later than six months after the coming into foxce of the
Convention. Further, the Vember States are accorded in each asso-
ciated State a 15 per cent reduction per annum on customs duties
and taxes with equivalenteffect.3

As regards gquantitative restrictions, the Member States
will eliminate such restrictions on products originating in the as-
aociated States as they apply among themselves.? The associated
States, for their part, will gradually eliminate, and no later than
. four years after the entry into force of the Convemtion, all re=
strictions on products imported from the Nember States. They also
undertake not to introduce new gquantitative restrictiona.5

The Convention, however, provides for sefeguard measures
which the Comﬂunitj or the associated States may take to confront
eritical situations at home., Thus any associated State may retain
sr introduce customs duties and taxes with eguivalent effect when
such measures correspond to the requirements of its development and
industrialization, or are intended to contxribuie 1o its budget.6
But the levying of such duties and charges is subject to prior con-
sultation on the reguest of the Communi‘ty.1 The Community, for its

3
2Convention, art,.. 2. 3Ibid., Axt. 3.
41pid,, Art. 5. STbid., Arts. 6(1,2), 13(1).

€1bid., Art. 6(3) T1bid., Brétocol No. 1, Art. 4.
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part, may directly take, or authorize a Member State to take, meas-
ures that may sSsen necessary to remedy serious perturbations in one
sector of the economy, balance of payments difficulties, or prob-
lems affecting a regional economy.8

It is provided that the Convention will not form an obsta-
cle to customs unions or free-trade areas between one or more asso-
ciated States and one or more ‘thrd states., Such unions must not,
however, conflict with the principles and provisions of the Conven-
tion.9 Moreover, the system applied by the associated States to
products originating in the lMember States may not be less favorable
than that applied to products originating in the most favored third

state ., °

Right of Establishment, Services, Fayments and Capital

The Convention provides that the associated States will,
" without discrimination sgainst any Member State, accord nationals
and cbmpanies fron the Member States the right to seekestablishment
and carry non-wage earning activities on their territories. The
application of this principle is, however, subject to reciprocity
with respect to the associated States.ll

The right of establishment includes the access to non-wage
earning activities end their services, the constitution and admin-
istration of enterprises, notably corporations, as well as the cre-
ation of agencies and subsidiaries.l? Services include ectivities

of an industrial nature, commercial activities, liberal profes-

siones exeluding wage-earning activities.13
-
81pid., Art. 13(2). 9Tbid., Arts. B, 9.
101pid., Art. 7. 111pid., Art. 29.

1271pi4., Art. 31. Lyia., art. 32.
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At the same time, the signatory States undertake to free
payments connected with the facilities for establishment thus af-
forded, and to authorize transfer of these payments toward the Mem-
bar State or the associated State in which the creditor or the be-
neficiary resides.t4 It is provided that the associated States
will not introduce any new exchange restriction affecting the ex-
isting syster of investments and payments as regards new capital
movenents by persons residing in the Member States, nor will they

make existing rules more restrictive.15

FTinancial snd Technical Cooperation »

The EEC participates in the economic and social development
of the associsted States through the Buropean Development Fund (EDF)
which is aiministered by the EEC Commission in close collaboration
with the Covernments of the Kember States.,

The total emount of aid has been the object of lengthy ne-
sotiétions between the associated States and the Community. The
former hed esked 1,600 million dollars; certain Member States
wanted 1o retain the amount provided under the first Convention
(581 milldion dollars); France and the EEC Commission proposed some-—
thing between 900 and 1,200 million. Finally, the amount was set
at 730 million for the associated States plus 70 million fer the

overseas texrritories of France and the Netherlands.16 Of the T30

141p34,, Avt. 35. Vrpia., art. 37(1).

léThe amount is borne by the Member States in the following
rroportione: France {246.5 million), Cermany (246.5 million), It-
aly (100 million), Belgium (69 million), the Netherlands (66 mil-
lion), and Iuxembourg (2 million)(in Ibid., Accord interme relatif
aa financenent et & la gestion des aides de la Communaute, Art.

e Ja :
The Overseas Territories gssociated with the EEC are: (1)
French Oversess Departments including CGuadeloupe, lartinique, '
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million, 620 are in the form of non-reimburssble grants by the EDF,
46 million are EDP lozns on special terms (4C yeers amortization
period, low rate of interest, period of grace), and 64 million are
in thelgorm of loane by the European Investnent EBank on ordinary
The range of expenditure is as follews: 500 million are
sarmarked for traditional types of capital investment, including
sconomic and social infrastructural works, and technical assist-

terms,

ance; 230 million are for aid to diversification and to production
and rationalization of orops and sales nethcds, The rationaliza-
tion is planned to enable certain products ¢f the associated
States to be marketed throughout the Conmunity at competitive

world prices.la

The Institutions

The Convention provides the Associstion with an institu-
tional framework in which the EEC and the associsated States are e-
qually represented., The institutions are: (1) the Council of As-
sociation assisted .by the Association Committee; (2) the Parliamen-
tary Conference of the Association; and (3) the Court of Arbitra-
tion of the Association,

The Council of Association consiste, on the cne hand, of
the Menbers of the EEC Council, the members of the executive Com-

miession and, on the other hand, one member of the Covernment of

French Cuyane, Réunion; (2) French Overseas Territories including
St. Pierre and Niquelon, Comores, French Scmnali Coast, New Caledo-
nia, French Polynesia} and (3) Netherlands' overseas territories
of Surinam and Netherlands Antilles.

17Convention, Protocol No. 5.
181pid,, Arts. 17, 18.
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eath associated State.19 The chairmanship is exercised in turn by
2 nember of the EEC Council and a member of the Government of an
associated State.?® fThe Council meets at least once a year, and
its decieions, resolutions, and recommendations or opinions re-
quire the unanimous agreement of both the Member States and the as-
sociated States. Its powers are defined in Articles 12 paragraph
3 (for the organigzation of the procedure of information and con-
sultation), 34 (for the right of establishment), 27 (for the defi-
nition of the general orientation of financial and technical co-
operation), and Protocol No. 5 (for the definition of "originating
products." The other powers are determined in Articles 4(2),
29(2), 44(3), 51(1,2,5), 57 (3,4) and Article 1 of Protocol No. 2
(2): a i |

The Association Committee consists of one representative
from each Member State, one representative of the Commission, and
one from esch associated State, and its chairmanship follows that
of the Council of Association.21 Its aims and terme of reference
are determined by the Council with a view to securing the continu~
ity necessary for the smooth functioning of the Asaociation.22
The Council may, if necessary, delegate its powers to the Committee,
and in this case, the Committee arrives at its decisions in the
sane conditions as provided for the Council.23

Tre Parliamentary Conference of the Association is composed
of menbers of the Buropean Parliament and members of the Farliamerns
of the associated States, It meets once a year and passes resolusic
tions in matters concerning the Association. The Council submits

24

an annual report on ite activities to the Conference.
E]

197pid,, Art. 40. ®Orvia., Art. 41.
2l1pid., Arts. 45, 46 221pid., Art. 47(1).

231pid., Art. 47(2) - iq., Art. 50.
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The Court of Arbitration has five members appointed by the
Council: the President and two judges are appointed after nomina-
tion by the EEC and the other two after romination by the associa-
ted States. The Court has competence fo settle disputes concern-
ing the interpretation or the application of the Convention, a-
rising between one or more Member States or the Community on one
siée, and one or more associated States, on tle other side, if it
has not been possible to settle the matter amisbly in the Council
of Association.?? Tt hands down majority rulings and its deci-
sions are binding on the litigante.

Having presented the main provisions of the Convention
which are pertinent to our purposes, we may now pass to a critical
examination of these provisions. We shall te particularly inter-
ested in seeing to what extent the Associmtion has been adapted
"so a8 to take into consideration the requirements of the young
econcmies of the Associated States and the ineguality in the
stagé of development reached by the contracting parties."26

The Meaning of "Reciprceity"

The inquiry which imposes itself in analysing the provi-
sions exposed in the previous section is whether the liberaliza-
tion of commercial exchanges, uncontrolled investment activities,
and the unrestricted flow of financial rescurces between the EEC
and the associated States are processes cpnducive toward an equi-
table distribution of rewards between the parties.

On the trade Bide, we tried to explain in Part One of this
essay that a free expansién of markets sirengthens primarily the

25Tbid., Art. 51. : ﬁsihéﬁyh Luns, loc, cit., p. 13.
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advanced gountries, In fact, this expansion can be an obstacle to
the industrislization of the developing countries. Faced with the
highly competitive products of established industries in the devel-
oped cowntries, young industries in the developing countries are
easily ruled out of the market, and these countries are led of
necescity te develop within the sector of traditional economies,
that is the preoduction of primary commodities,

Furthermore, we have seen that attempts to export manu-
factures from the new countries to the old industrial centers
would result in inequitable transfers, because manufactured goods
imported from the former will be competitive only at lower prices
by means of export subsidies, state or private, or by substantially
lowering wege levels in thesé countries below those of the indus-
trial countries. In both cases, the result is a transfer of re-
sources from the former toc the latter.

It is true that, in the case under consideration, the =as-
sociated States may retain or introduce customs-dutiesrand charges
with equivalent effect on products imported from the Member States
when such duties and charges correspond to the reguirements of
their economies. But what opportunities do these States have to
benefit from this safeguard provision? So far, only Senegal has
applied it when the breaking of relations with Mali threatened
serious difficulties for Senegal industries which traditionally
have an outlet in Mali.

The monetary system of the French-speaking associated
States is indeed a major impediment to the application of the
safeguard clause. The fiduciary system of these States is based
on banks which are tightly linked to the Banque de France. These
Frernch dominated banks are traditionally concerned with commercial

transactions exclusively and do not, as such, participate in gov-
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ernment financing—-in fact they never had any reascn to do so as
Prance covers any budgetary deficits--or play any rdle in public
finarnce in general. This makes it all too difficult for these
States to carry out individual credit policies or implement a
policy of public finence without recourse to the Bangue de Fran-
ce or the French Treaﬁury.ET

Turther, foreign currency reserves are surrendered to the
central exchange authority. This means that the African States
concerned never heve to worry about balance of payments problems,
nor dc they need to keep foreign reserves. Yet "such a tradition
is no great help if it comes to the formetion of national economic
policy aimed at the achievement of an external equilibrium, Hor
does it provide the necessary'quélification for membership of the
international financial organization.ﬁas

For the rest, the safeguard clause is reciprocal. That is
to say, it is granted in full conzideration of equal rights given
to the EEC. It iz worth while to note that this latter, while un-
dertaking to pay due regard to the interests of the associated
States in formulating its common agricultural policy, has alone the
right to regulate its imports of similar and competing products
(nctably rice, cane sugar, oil-seeds)--though after consultation
within the Council of Association. There are then reasons to be-
lieve that the Community will not accept a free flow of competing
manufactures from the associated States into its markets.

Again, the associated States are disadvantaged in the ap-
rlication of the provisions on the right of establishment, serv-

ices, payments end capital. For one, these States lack both the

2Twpne Associated Territories," Common lMarket, II (Janu—
ary, 1962), 6.
ESIbid- .y 7‘.
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necessary capital and entrepreneurs to carry economic activities,
both witkin their territories and in the Community, on equal foot-
ing with Buropean nationals and companies. We also recall from
Paxt One that where foreign capitalists can freely choose and own
investments in a developing country, they tend o embark where
they can yield the relatively highest net income, irrespective of
whether their activity mey deviate from, or be inconsistent with,
that which would be appropriate if the country's national long-
term interests, instead of mere private gain considerations, were
taken into account.

As regards exchange controls and profit restrictions, the
Convention attempts to minimige their effects. The associated
States undertake not to introduce any farther restrictione than
existed at the time of signing the Convention, but this limitation
is not placed on the Member States. With such controls and res
strictions minimized or removed, the seepage of income from the
associated States to the Community is likely to be considerable.

One conclusion emerges from the analysis thus far: that
the sysiem of asscciation between the EEC and the Africen States
contains potentialities for a cumulative bias against the latter.
What of the unfolding of such potentialities? We have seen in
Part One that the absence, in the world system, of a central or-
gan or institution to apply purposzive social control on market
forces tend to support the natural drift toward inequalities in
international econcmic relations., But the Association of African
States with the EEC provides for common, though medest, institu-
tions. The guestion arises then as to what part these can be ex-
pected to play in in{tiating regularized interferences directed
toward lessening the inequality which may grow up from the unham-
pered play of economic forces.

It should be immedietely noted that the Asscciation does
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not endeavexr tc introduce organized interferences with the market
nechanism dut, instead, gives freer play to this mechanism; the
rdle of ihe instdtutions is mainly to serve as a means for pre-
serving this general framework., Thus, Article 44 of the Conven-
tion stipul ates that resolutions, recommendations or opinions for-
mulated by the Council of Association are to serve "la réalisation
des objectifs comnuns et le bon fonctionnement du régime d'asso-
ciation." "he egbsence of policy interferences is obviously unsat-
isfactory o the associated States which have less chances than
the ERC of benefiting from the liberalization of economic trans-
actions,

Furthernore, according to Article 27, the general orienta-
tion of financiel and technical cooperation iz determined in the
Council of Association, in which the associated States and the EEC

are egually represented. At first sight, this may appear as a pre-

cious opportunity which the associated States mey use to press pol-

icies tailoxed to their long-term national intereste. But:this «il

depends upoh: cértain conditions and circumstances. Thus Council
decisions should conform to the reslization of common objectives
and the smcoth functioning of the system. And in any event, the
associasted States lack the practical influence that would have
made thenm potent forces in any deliberation. -

For ome thing, these States lack the power of their wealth
their economies consisting of enclaves largely controlled by busi-
ness interests in Furope and elsewhere in the West, and must adapt
themselves in one way or another to the policies of the control-
lers.

Secondly, thé bargaining power of the associated States

can be impaired by the relative level of their technical attainment

end political maturity.
To some extent, the influence these States may exert over
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the Council's decisions will depend upen the quality of projects
sutmitted to the Community as provided by the Convention.29 But
this quality has been deplored on severzl occasions. In a report
prepared for the Furopean Parliament on the activities of the
First Development Fund (named Development Fund for the Overseas
Countries and Territories), the EEC Commission remarked:

. » « 9i certains projets ont demendé un long délai 4'instruc-
ticn, cela est dli & 1'importance des projets en question ainsi
gu'au fait que certains projets présentés par les Etats asso-
ciés n'étaient pas suffisamment étudiés et ont 4l soit &tre
renvoyés & ces HEtats, soit faire 1l'objet d'études complémen~
taires par la Communauté, ce qui n'a pas manqué de provoquer
des retards appréciables,

Des causes, d'importance probablement égales, méritent d'é-
tre mises en lumidre: c¢'est la dégradation progreszive de la
qualité des dossiers présentés par les gouvernements des E-
tats associés, les lenteurs apprortées & fournir les justifica-
tions supplémentaires demendées par les services de la Commis-
sion et, par voie de conséquence, le surcroit de travail impo-
2é a ces services qui, dans de nombreux cas, sont conduit a
refeire les dossiers présentés ou les faire refaire par des
buremux d'ingénieurs-conseils spécialisés.

Further, the capacity of the associated States to influ-
ence policy decisions in the Association is likely to be affected
by the level of political maturity reached by these States. Thus
on Council decisions, which reqguire unanimous agreement, the asso-
ciated States, with their greater number and their perticularisms,
will have to work out a minimum of political organization and co-
hesion, On the Community's side, the problem is less likely to a-

rise, as the Council of Ministers' rules of procedure will apply.

i

29Convention, Prbtoool No. 5, Art. 1.

30communautés européennes, Parlement européen, Documents
de séance 1964-1965, Rapport sur le bilen d'activité du premier
Tords europeen de développement et les renseiznements que 1l'on
reut en tirer pour l'activité du deuxiéme Fonds, André Armengaud,
rayporteur, Document 95, 23 novembre, 1564, p. 1l.
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In tke circumstances, the question arises whether FEC fi-
nancial and technical assiatnce to the associated States can be
congidered as 3 form of policy interference for the specific pur-
pose of counteracting any bias in the distribution of benefits
that may result from the inequality in the stage of development
reached by the parties,

Looking at the performance of the EDF, we find that as per
Barch 31, 1966, 235,352,000 dollars have been spent or engeged in
the various associated States.sl The distribution of this amount

amorig the various activities is as follows:32

Bcononic and social investments . . . . . . . . 110,392,000
Aid to diversification . . . « w & s e v e o . . 49,338,000
Aid to production . . . . w . e 44,348,000
Technicel assistance connected thh 1nvestments 18,060,000
General technical cocperation . o« o w v v w v w 11,394,000
BRsTZonoy 818 . w2 6o o6 w6 ow s e e e 1,850,000

POVAE: o or o oo e oo v or e om s e m ke e e » . BN 3023000

Beconomic and social investments include a technical schoeol,
public health tra@ning equipment, roads, a center for statistical
trzining, ecguipment for agricultural cooperatives, secondary
schcoles, & science faculty, water wells, soil conservation and re-
afforestation; aid to diversification includes a power rlant, tea
plantations, palm-tree plantations, stock-raising farms, a pier, a

dam, development of cotton cultivationj aid to production includes

31Only a smell portion of the total amount has been con-
tracted as at this detej the amounts of the first Fund are there-
fore included in this figure.

32Europesn Econcmic Community, Fonds européen de dévelop-
pement, Bitustion des projets du 2éme FED en exécution (datede mi-
se & jours 31 cacembre, 1965)(N.Te, NeGs) s
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price support and structural amelioration; technical assistance con-
nected with investments includes the latter's technical studies;
general technical cooperation includes surveys and expert advice of
different kinds; emergency aid includes aid against famines, floods,
etc.

There is clearly progress from the firsi to the present
Fund, The first Fund could fimance only capitel investments and,
occasionally, certain technical assistance schemes. The present
Fund has a wider range of expenditure. It will be seen, however,
that 2id to economic diversification is largely restricted to di-
versification within the traditional eccnomic sector of the asso-
ciated States, i.e., to primary production, and prectically nothing
is directed toward industrial activities, '

The assessment or demonstration of the increase in industri-
alization in the associated States is rendered very difficult by
the lack of even basic statistics dn these countriesy. The United
Nations provides statistics on industrial production in one asso-
ciated State-,; namely Senegal. It is clear from Table 11 that ef-
forts toward industrialization have been made in this country,
though the rate of progress is slow relative to rates achieved in
other developing countries. But the situation in Senegal, a rapid-
ly advencing country, is not a true indication of that prevailing
in the other asscciated States. Lacking the essential evidence for
these States, we can only remark that the present Fund is primari-
ly applied to long-term basic projects of infrastructure and vari-
ous social services, The necessity of infrastructural and social
pro jects for the development of the associated States is not dis-
puted., But the Fund's failure, so far, tc emphasize the re-orien-
tation and diversification of the economies of the associated
States greatly decreases their capacity to adapt their production
toward a less vulnerable position in the Association. This is the
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TABLE 11

INDEX NUMBRERS OF INDUSTRIAL PRODUCTION (MANUFACTURING)
IN SENEGAL AND SELECTED COUNTRIEBS, 1960-1966

1958 = 100
Country 1960 1961 1962 1963 1964 1965 1966
Senegal™. .. . 115 122 119 118 122 120 137

India . . . . 120 128 137 149 160 168 173
Mexico® . . . 118 123 131 143 162 174 193
Pakistan® . .. 133 155 179 203 226 240 261

aInoluding food, beverages, tobacco, textiles, shoes,
chemicals, nen-metallic mineral products, beds, mattresses,
and some metal preducts.

bThs nen-ferrous basic metal industry and furniture
are excluded.

®Most food produots, clothing and feotwear, woed pre-
ducts and furniture, printing and publishing, mest chemicals,
most ef the nen-metallic mineral preducts, and metal preducts
are excluded.

Source! United Nations, Statistical Office, Monthly
Bulletin of Statistics, XXII (February, 1968), Table 10.
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more sc since the policy of price support, the so-called surprix,
now enjoyed by certain tropical products will have to end within
the Association's five-year period, and the products concerned will
have tc be marketed in the Community at world prices., In this con-
nection, the Bangue centrale des Etats de 1'Afrique de 1'Ouest has
pointedly observed in its 1961 annual report:

Un alignement ausei h&tif risquerait de porter un coup funeste

& 1'économie des pays africains, de ceux du moins qui se sont

développée jusqu'ici a l'abri de la zone_franc et leur ferait
sans doute perdre des concours précieux.

Conclusion

The second condition of our hypothesis about the egqualiza-
tion of relationships between societies--the necessity of equal
competitive opportunities for the parties, or, where theyr are ab-
aenf, a reasonable appreciation of the less favorable economic and
human conditions of the weaker party--is not, therefore, fulfilled
in the Association of African and Malagasy States with the EEC.
The principle of reciprocity is a salient feature of this Associa-
tion: the analysis of the provisions on commercial exchanges, and
the right of establishment, services, payments and capital has
shown that the grant of one advantage on one side is always in com-
plete consideration of egual advantages given to the other. But
it is cbvious that reciprocity between actors with grossly unequal
opportunitiss tends to favor the stronger whose rewards from the

system will tend to?prevail over those going to the 1esser.34

33Quoted in G. Caire, "Marché Commun et Tiers-Nonde," Eco-~
nomie et Humanisme, XXII, supplément annuel (1963), 104.

34'I'he inequitable nature of reverse preferences granted by
developing countries for the benefit of industrial countries was
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For the reaf, the application of the provisions on finan-
¢ial and technical assistance seems to result in a situation likely
to cause the associated States to remain raw material producers,
The preferential treatment applied on goods imported from these
Btates into the Communitiy may represent a gain for them. But it is
a short~-term gain, and cnly so in so far as third countries with
economic production similar to that of these States are concerned.34
The long-term advantage of the asesociated States would be in in-
creased agricultural productivity and industrial production for
domestic and foreign markets. It is pertinent then to ask whether
the Comrunity would be disposed to continue offering the same ad-
vantages to the associated States were they to try to diversify
their economies by expanding indﬁstrial production at the expense
of older, protectionist industiries. Let us hope that it would,

recognized by the U.B. representative et UNCTAD II in New Delhi
(1968), who expressed the view that while his country is in favor
of preferential tariff arrangements to be granted by all developed
countries to all the developing counitries, it is strongly oprosed,
if not to existing trade preferences, notably those prevailing
betweern the EEC and the associated States, at least to the grant-
ing of reciprocal preferences by these States for the benefit of
tke Conmunity. The U.S. representative (Under-Secretary of Po-
litical Affairs, Bugene Rostow) has reportedly said: "The United
States considers as equitable the abelition of reverse preferences
by the African States to the Furopean Economic Community" (Quoted
ir le Commerce du Levent, 7 février, 1968, p. 1).

EP4'I‘TO‘I‘.E: that the application of tariff preferences, in rela-
tion to African products, has caused constant discontent in non-
associated developing countries, particularly Indonesia and the
lLatin American countries, which feared that such preferences might
result in serious trade diversions from their suppliers to the
suppliers in the associated States, thus disrupting traditional
irade patterns.




SUMMARY AND CONCLUSION

Emphesis hae been placed in this essay upon the conditions for
genuine cooperation emong nations. These conditions were stated
as (1) & deliberate initial.bargaining, unimpaired for any party
by immediate needs; and (2) equal competitive oprortunities, once
the process is under way. Where, however, (1) or (2), or a com-
bination of both, is absent, an effiéient ad justment of the sys-
tem to the position of the less favored party will be necessary.

As a case study we analyaed the nature of relationships
within the Association of Affican and Malagasy States with the EEC.
We found that neither condition is fulfilled in this instance, nor
are effective measures provided to mitigate the unfavorable posi-
tion of the associated States in the system. We have seen that,
where relations between regions embody disparities of income, dif-
ferences in the state of technological advance and productivity,
and wide variations in living standards, such relations, if un-
restrained, tend to have cumuletive effects causing increasing
rather than decreasing inequelity between the regions. Consistent
with this, it seemed reasonable to conclude, that so long and in
so far as the system between the EEC and the African States is not
checked by effective purposive controls, the latter will not reap
proportionate rewards from its operations, compared with those
going to the EEC,1

F
lLogically, the hypothesis developed in the course of the
inquiry in Part One has not been verified in the Association EEC-~
AAME. To prove (or disprove) ite validity in this particular set-
ting demands a weighing of the material and non-material benefits

..88 -
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The Yaound§ Convention is due to expire on May 31, 1969.
Fursuant to Article 66, the contracting parties have started in
June 1968 considering "what provisions could be made to apply for
g further period." Here is, indeed, an opportunity which the as-
sociated States should exploit to stipulate more favorable terms
for themselves in the Association. If the Community failed to res-
pond to their demands, they could always break the bond with it.
Nost of these Stetes, however, could not avail themselves of this
eltexrnative: their trade and monetary systems are so strongly
tied to the francc area that such a measure cannot be resorted
tc without inviting economic disaster. What would be rational for
these Biates is to make full use of the occasion of the re-negotia-
tion of the system by displa&ing effective cohesion and trying to
convince the Furopean countries of the seriousness of their prob-
lems. With greater political experience than they had immediately
after independence in 1962, they may perhaps succeed to obtain,
for tke mext period, a treatment which would properly correspond
to the development needs of their economies.

‘ The final negotiations for the renewal of the Aasociation
ar: taking place at the time of writing (December 1968). In a re-

cent statement on the course of the contacts, the special envoy of

going to the parties from the system.. Yet no such quantitative as-
sessment can be made here, because evidence on material benefits is
inadequate or inexistent, and the distinetions concerning non-mate-
Tial bemefits, being qualitative, do not lend themselves readily to
ths empirical operations in measurement. (We say "readily" advis-
sedly, for qualification facilitates the making of distinctions of
degree,) This, naturally, limits the generalizebility of our hy-
pothesis and suggest further research.

Yet the hypothesis has not been disproved. In fact, the
variables in the Association have been found to cccur in the same
systematic relationship to each other as in the wider case of re-
laticns between developed and developing countries, which means
that the hypothesis may simply continue to be maintained as reason-
able.
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the associated States to the Community, President Diori Hamani of
Yiger, said, "Les conditions de renouvellement de ce traité sont
bonnes, mais nous voudrions obtenir mieux."?

Two demands are particularly stressed, First, given the
éeterioration in the terms of trade, the EEC is urged to help the
Africans overcome instability in export proceeds and augment their
purchasing power. Specifically, the Community is pressed to con-
gider lowering the level of differential tariffs to which processed
agricultiiral producte are liable on account of its common agri-
cul tural policy,3 and to increase imports from the associated
Stetes by reducing, or in any case onon-increasing, indirect taza-
tion levied in Furcpe on tropical products to increase their con-
sumption. Secondly, the associated States demand a fuller partic-
ipation of the European Development Fund in their industrisliza-
tion efforts, and the distribution of resources on the basis of
adeguate long-term planning.

Barlier in 1968, the EEC Commission addressed a note to the
Council of Ministers and the Member States, which contained its
views on certain;problema concerning the renewal of the Convention.
According to this documents (1) the reciprocal system of trade
rreferences should be maintained "sous réserve des adaptations qui
pourraient s'avérer opportunes, notamment si des solutions vala-
bles étaient par ailleurs apportées aux difficultés rencontrées
par les pays en voie de développement en général et par les EAMA

IEtata africains et malgache associés] en particulier, pour expor-

2Quoted in L'Orient, 8 novembre, 1968, p. 12,

3The revision of such tariffs was in fact suggested by the
ERC Commission.

4commnautés européennes, Commission, Groupe du Porte-FParo-
le (CER), Note d'informations Considérations de la Commission sur
le renouvellement de la Convention de Yaoundé, Bruxelles, avril

1968,
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ter leurs produits de base ou leurs produite semi-finis ou finisg"
(2) financial and technical cooperation should be maintained in
its general form, but resources should be increased and the system
of loans with payment facilities granted by the European Invest-
ment Bank and the Furopean Tevelopment Bank should be developed
end more widely used; and (3) the provisions on the right of
establishment, services, paymentsa and capital should be preserved.5
These considerations, remarked the Commission, "s'inspirent
édu double souci d'une part d'améliorer autant que faire se peut les
dispositions existantes ou de mieux les adapter & leur objet, d'au-
tre part de tenir compte de 1'évolution des données économiques de
cee dernidres années, notamment en ce qui concerne le probléme des
échanges comnerciaux entre ﬁayé industrialisés et pays en voie de
iéveloppement."6
For their part, the associated States stressed that there

was no guestion of giving up the preferences that they enjoy on the
Furopean market. Speaking at the third Conference of the Heads of
State of the Joint African and Walagasy Organization (OCAM) at Nia-
mey (Niger) on January 22, 1968, President Diori, the Conference
Chairman, said:

Haturally we are in favour of an organisation of the world mar-

ket in favour of the developing countries and we shall go to

New Delhi [to attend UNCTAD II] to cooperste in this direction.

But we shall only back such an initiative if this does not lead

us to lose our European preferences. We have suffered a hard

blow witk the loss of the French preferential market and we
are not willing to lose any more.

SIbid., - 61pid.

TQuoted in African Research Bulletin, Econcmic, Financial
and Technical Series, V (F@bruary 29, 19335, 911B.

The following countries are members of OCAM: Cameroon, Cen-
tral African Republie, Chad, Congo (Brazza), Congo (Leo), Dahomey,
Gabon, Ivory Coast, Madagascar, Niger, Ruanda, Senegal, and Togo.
¥auritania withdrew in 1965.
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The associated States have hitherto been silent on the issue
of reverse preferences for the benefit of the Community, and it may
be the better part of wisdom that they have. The abolition or re-
duction of such preferences by these States in fact might cause the
Germans and the Dutch to lose all interest in an association about
vhich they did not feel especially enthusiastic from the outset.

Just how far will the associated States succeed in gteering
the system to their advantage depnds, to & significant extent, upon
the way in which the FEC contemplates its long-term policy toward
their economic growth. This is of paramount importance; for if e-
quality between developed and developing nations necessitates a
recasting of the internal siructures of the latter--toc create more
favorable conditions for national intergration--and greater solidari-
ty among themselves, it also calls for a re-thinking of the funda-
mentals of international relations. These relations have traditional-
ly teken the form of domination of the weaker by the stronger. The
emancipation of the new nations was carried out in the name of free-
dom end equality; yet as in the case of the emancipation of social
classes on the domestic scene, so also in international politics
equality of right, at first considered as the supreme goal, did not
in most cases correspond to equdity of fact. ERelations between the
richer and the poorer nations should, therefore, gradually move to-
ward relationships of solidarity and equity. Inevitably, this demands
reform of international cooperation in terms of a reorientation of
world trade toward the accumulation of resources in the developing
areas for the latter's benefit, not their exploitation. Conceived
in this way, this reform can, if it succeeds, build a firmer basis
for international dboperation. "In 211 their strivings to improve
their economic and political situation," wrote Myrdal, "the develop-
ing countries have the same moral certitude as the labor movements
in the industrially advanced countries once had when they overcame
the impediements of poverty, ignorance, and apathy amcng the massess
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that wherever they succeeded in gaining someting for the poor they
built a firmer basis for the unity and strength of their na.tion.8
Yet the very prospects that make international redistribu-
tional measures attractive to the developing nations make them re-
pulsive to the industrial ones., For the progress of the former
inevitably carries within itself the potentialities of YIong-term
alterations in the network.of power relationships in the world--
namely, as a result of increased competition for the established
industries in developed countries., Increased demand for éapital
goods and new products in the developing countries can compensate,
at least partly, for this competition. None the less, the risks
seem real tc those "urper-class" nations which are determined to
preserve the preponderance of the distribution of power on their
gide, i.e., their economic, cultural and military supremacy. To
gquote ¥yrdal again:
To a great extent these elite nations are content to continue
living their own national lives, watching their privileges,
implicitly convinced of the intrinsic superiority of their
ways of life and wanting tc have them generally accepted as
norms, taking their own interrelations as the important cnes
and as forming the center of what is recognized as interna-
tional problems.’?
One can here mention the complications arising in the
United Nations with respect to measures for the economic develop-
ment of less developed areas: specialigation ve. integral devel-
opment, priority to industry or agriculture. The controversy is
meaningful: it reveals the uncertainties of the industrial coun-
tries as well as their fears about the long-term effects of the
self-assertion of the Third World. The implications for the West's

future of a self-conscious Afro-Asia are often felt in Western

8iyrdal, an International Feonomy, p. 320.
9Ibid., p. 316.
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thinking. Thus James Reston, an influential New York Times col-
umnist, evokes considerations of future protection against the
rising pressure of races overwhelming the white ones, 10 In fact,
the race issue may be potential in Furopean plans. As a student
of international relations put it:
Furcpeans have both a regionel and a racial identity. In A=-
mericen eyes, Europeans may be little more than inhebitants of
another continent--cousins, perhaps, across the Atlantic. But
to Africans and Asians they are both inhabitants of another
continent and members of another race or group of races.,

Viewed in these terms, this diffrentiation may lead, in the
end, to mankind's division inte what has been called "a white bour-
geoisie and a coloured proletariat." < Too meny people are re-—
volted at the suggestion of racial equality., Differences in civili-
zations and levels of progress, they say, are an elemental and
indeniable fact of social life, so let things take their natural
course, Others, generally on grounds of international morality,
suggest thet the stronger nations should undergo & certain tran-
scendence in their relations with the lesser nations. Thus, the
choice of investments in the poorer areas may not be guided by
profit motives only. Bays Francois Perroux, expressing the moral
and humanitarian conviction of his schools

Une espéce humaine respectueuse d'elle méme se prononce en fa-
veur du principe que les vies humaines, et les conditions fon-
dementales d'une vie humzine pour tous, doivent &tre protégées
par priorité, Four ce faire, il faut accepter des formes d'ac-
tivité économique sans rendement, c'est-&-dire des formes bien

spéecifides de 1'économie gratuite ou de 1'économie du don pen-
dant une suite de périodes,l

r

loﬁeston, "The Problem of Race in World Politics," New York
Times, December 15, 1961, cited by Ali Mazrui, "African Attitudes
to the Furopean Common Market," International Affasirs, XXXIX
(Jenuary, 1963), 21. .

Nyaprui, in Ibid., 27-28

12?erroux, Niveaux de développement et politigues de crois-
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This conviction is a matter of faith; experience offers
very rare precedents of such selflessness, and Perroux's stategent,
as it were, simply appeals to nothing real.

We have argued that the cold war can, at times, be used by
the uncommitted nations to press major compromises on the stronger
powers by playing off one great power bloc against another. In
fact, the part the cold war can be expected to play in the short
run in strengthening the lesser nations' bargaining power cannot
be too strongly stressed. The lessons of experience are that the
existence of two competing superpowers in the world does not pre-
vent either from intervening, directly or not, in the domestic af-
fairs of lesser nations whenever an issue is raised which is deemed
vital for what it considers-as legitimate interests, These dangers
are illustrated by what happened in Cuba, the Middle Fast, and more
recently in Czechoslovakia. In such crises, the contending super-
power was confronted with the choice of yielding to circumstances
or of direct confrontation. The dreadful risks of mutual wholesale
destruction of civilian life end property had dictated the former.

The long-term possibilities, however, are that the develop-
ment of independent power centers in the world armed with the nucle—
ar instruments of control and destruction may well cause improvement
in the bargaining position of the lesser nations on the internation-
al scene--namely, as a result of the increase in the round of power-
ful contestants trying to exert influence over the minde and actions

of these nations.

sance, fascicule 1, cited by Georges Balandier, "Bréves remarques
pour conclure," insAlfred Sauvy (ed), op. cit., Pe 379.
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