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dropped this may be due to costs having gone down 
because  agricultural  production methods have  im- 
proved  or there  has been a technological advance;  
or else taxat ion  policies may  have  enforced h igher  
exports .  On the other hand, lower  internal supply  
and the resul t ing "improved" trade terms may  be due 
e,g. to h igher  internal  consumption and a be t te r  liv- 
ing s tandard  or a poor harvest .  Again nei ther  the 
improvemen t  nor deter iorat ion of a country 's  foreign 
trade s i tuat ion can be assessed from the terms of 
trade.  

By re j ec t ing  the terms of t rade as a yardstick of the 
impact  of foreign t rade on a country 's  p rosper i ty  we 
do not  d e n y  that  a declining terms of t rade index 
m a y  indica te  an unfavourable  trend for the developing  
countries.  The decis ive  factor is the drop in the price 
of their  exports .  But if the t rend is unfavourable  for 
the  deve lop ing  nat ions this is only to a ve ry  small 
degree  due to a protect ionis t  policy of the industrial-  
ised countr ies .  Certainly,  import  restr ic t ions lead to 
a fall in the index (a deterioration) of the terms of 
t rade  of the expor t ing countries.  But the ex ten t  
and the in tens i ty  of such trade barr iers  is often ex- 
aggera ted .  

Apar t  from the con'sequences of misguided price ar- 
r angemen t s  (e.g. through internat ional  commodi ty  
agreements} there  are  three  main reasons for drop- 

ping raw mater ia l  prices and thus for worsening 
terms of trade: 1) the industr ia l ised countries have  
devised  p rocesses  enabling them to r ep l ace  the 
natural  raw mater ia ls  of developing countr ies  by 
their  own products  (e.g. rubber,  texti le  fibres, alumi- 
nium and syn the t ic  materials);  2) in the case of many  
farm products  demand in industr ia l ised countr ies  be- 
comes cons iderab ly  less elastic,  and elast ici ty often 
drops to near  zero, as the  nat ional  income increases.  
This means  that  e.g. sales of tropical  produce  such as 
coffee, cocoa or bananas  grow at a lower  ratio than 
incomes;  3) on the other  hand it has become possible 
to make  mining or the product ion  of agricultural  raw 
mater ia ls  more  efficient. A case in point  are  new 
methods  of growing tropical  plants  and fruit and 
combat t ing p lant  diseases.  

Constant  pursui t  of "better" terms of t rade  and of 
doubtful  in ternat ional  price a r rangements  is not the 
best  w a y  of using trade policies to help developing 
countries.  It would be more  advisable  to do away 
with exist ing discr iminat ion against  the export  t rade 
of deve loping  countries,  to lower  tariffs and other 
t rade  barr iers  against  their  p rocessed  foods and in- 
dustrial  goods to the level  imposed on their raw 
material  exports ,  and to make  a serious start  with 
dismantl ing the  pro tec t ive  wall  surrounding mining 
and agr icul ture  in the industr ia l ised countries.  At 
least  no one should do the opposite.  

Nigeria Joins the EEC-  
By Rfitger Berchem, Aachen 

The foundatior~ of the  European Economic Communi- 
ty  in 1958 had been watched suspiciously by numerous  
deve lop ing  countries.  Af ter  all the tradit ional  rela- 
tions be tw een  some EEC member  states and cer tain 
deve lop ing  countries,  par t icular ly  in Africa, was  lead- 
ing to a pr iv i leged posi t ion of the latter, In case of 
an associat ion these  countries,  that  in the meant ime 
had become independent ,  rece ived addit ional multi- 
lateral  aid by the Deve lopment  Fund for the asso- 
ciated terr i tor ies  of EEC countries,  which is f inanced 
through cont r ibut ions  of all member  states. In the 
long run the pr iv i leged posi t ion conceded to these  
countr ies  could become  important  in the European 
market .  

Before the es tab l i shment  of the EEC especia l ly  the 
Ne ther lands  and the  Federal  Republic of Germany  
levied only  low duties,  or none at atl, on many  prod-  
ucts  typical  for deve lop ing  countries,  thus e.g. tropi- 
cal products .  The French market  was largely r e se rved  
for the members  of the  Communaut6 Franqaise. Con- 
s equen t ly  the in t roduc t ion  of a common external  
customs tariff of the  EEC has led to a considerable  
increase  of tariff ra tes  for important  products  of the  
deve lop ing  countr ies ,  whi le  the pr ivi leged posi t ion of 
the a l ready assoc ia ted  African countries remained  
unimpai red  or could be  ex tended  even. This t rend has 
been  watched dis t rus t fu l ly  by the EEC members '  tra- 
ditional supplier  countr ies ,  also by the Latin Ameri-  
can states.  So far press ing  difficulties have  been  

Chance of Aid by Trade 

most ly  avoided and the EEC marke t  remains acces-  
sible to these  tradit ional  suppl iers  since the EEC 
commission granted  duty-free  quotas.  These duty-free 
quotas have  to be applied for by the importing coun- 
tries and, moreover ,  the grant ing of them is a dis- 
c re t ionary  clause. Therefore this regulat ion does not 
offer long-term security.  

Besides the EEC members '  market  is exer t ing a 
s teadi ly  increasing at traction on the developing  coun- 
tries. Since 1958 its absorbing capaci ty  has grown 
more than that  of the o ther  tradit ional  sales areas. 
Independent  of supposit ions expressed  time and again 
that  nega t ive  effects are  dominat ing when  customs 
unions are established, s ince such new economic 
areas would be inclined to isolate themselves  from 
world trade, there  is a growing in te rdependence  be- 
tween  the EEC and world t r a d e - - a l s o  with regard to 
trade with developing countries.  Among the indus- 
trial nat ions only Japan has surpassed the growth 
rates of the exchange of goods in terms of value. 
Table 1 is showing the last years" trend. 

In spite of the general ly  posi t ive  deve lopment  of 
trade wi th  the developing countr ies  the exchange of 
goods among industr iat ised s ta tes  increased even  
more. The developing countr ies '  re la t ive  share in 
world trade has steadily decl ined during the past  
years.  Thus they  are still facing problems, and thus 
the quest ions of the EEC foreign t rade  policy are ira- 
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bedded in the set of problems connected  with the 
internat ional  trade of industrial  nat ions with less in- 
dustrial ised countries. Here  it has to be cons idered  
that also the EEC includes areas with the typical  
features of backwardness  and under-development .  The 
wish for promoting these regions might clash wi th  
the developing countries '  object ives  in the sphere  of 
trade policy. 

Table 1 

Trade of Developing Countries with Selecled 
Industrial Countries 

Item and 
region 

Value, 1963 nit 
developing 
countries 
(millions 

of US-Dollars) 

Total ] Africa 

1963 i t964 i 1963 } 1964 

Indices, preceding year = 100 

Imports into: 
European Economic 

Community 8,800 108 112 109 117 
United States 6,200 103 106 102 129 
United Kingdom 4,200 106 102 114 107 
Japan 2,800 126 115 168 130 

Exports from: 
European Economic 

Community 6,300 103 108 toll 1(13 
Umted States 7,200 104 113 94 115 
United Kingdom 3.100 100 101 107 lOO 
Japan 2,600 113 117 145 137 

masters.  The Convent ion  provides  for some commit-  
tees  for the  co-ordinat ion of subjec t  matters ,  on 
principle,  however ,  it is also a free t rade ag reemen t  
for a fixed period,  i.e. until 1969, a l though it con- 
siders and suppor ts  the .development efforts of the, 
for the most part  African, associates.  1 

Whi le  in accorda'nce with the principle of rec ip roc i ty  
the markets  of the associates  are  open to the EEC 
members ,  the former may  levy  duties cor responding  
with the requi rements  of their  deve lopment  and in- 
dustr ia l isa t ion or which as r evenue  tariffs se rve  for 
the f inancing of their  budgets .  The second European 
Development  Fund, increased from $ 581 million to 

730 million as compared  with the first Fund, is 
des ignated  not only for measures  in the field of infra- 
s t ructure  but also for industr ial  pro jec ts  and the i r  
p repara t ion  by pre - inves tment  measures ,  respec t ive ly .  

Nigerian Negotiations for Association 

Already  in the  negot ia t ions  on Britain's EEC member -  
ship an ag reemen t  had been reached that  associa t ion 
with the EEC should be made  possible  for those 
Afr ican countr ies  that hod par t icuIar ly  close relat ion-  
ships to the United Kingdom. 

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  In spring, 1964, Nigeria en tered  into negot ia t ions  on 
S o u r c e : United Nations, World Economic Survey, 1965, p. 224, a n  associat ion with the EEC at a t ime when  Britain 's  

One of the problems of internat ional  t rade is the 
neces sa ry  decis ion e i ther  for economic blocs wi th  
mutual preferent ia l  sys tems  or for an on principle low 
level of tariffs as an incent ive  to internat ional  trade. 
The GATT procedure  of applying concessions uni- 
versa l ly  once they  are agreed on seems to be ap- 
plicable to deve loping  countr ies  under  cer tain con- 
ditions only. The wish  for unilateral  preferent ia l  
t rea tment  par t icular ly  of manufactured products  from 
developing countries leads  easi ly to the cementa t ion  
of cer tain foreign trade structures and then the ad- 
van tages  of mult i la teral  p rocedures  are lost. 

The EEC members" former colonial possessions have  
been  associa ted in 1958. Af ter  these areas obtained 
their  independence  the associat ion agreement  had to 
be negot ia ted  again. The new associat ion agreement ,  
the Convent ion  of Yaound~, superseded to a large 
extent  the old pr iv i leges  of the former colonial 

membersh ip  had a l ready been  blocked by  Genera l  de 
Gaulle 's  veto.  The basis of negot ia t ions  was a de- 
clarat ion of the  member  s ta tes  that appl icat ions for 
associat ion made  by Afr ican countr ies  would be 
t rea ted  with sympathe t ic  considerat ion.  Ins tead of 
breaking off the connect ion wi th  a l ready  associa ted  
Afr ican s ta tes  and renouncing the ratif ication of the  
Convent ion  of Yaound6 after the  one-s ided btocki, ng 
of the British membership,  this way  was chosen in 
order  to p reven t  European d i sag reemen t  from spread-  
ing to Africa. 

During the last  years  Nigeria 's  t rade wi th  the EEC 
states  had shown a par t icular ly  favourable  .develop- 
ment  and led to a considerable  Niger ian  expor t  sur-  
plus. This deve lopment  is shown in Table 2. 

1 They are Burundi, Cameroun, Central African Republic, Chad, 
Congo (Brazzaville), Congo (Kuishasa, LeopoldviIle), Dahomey, 
Gabon, Ivory Coast, Madagasy Republic, Mall, Mauretania, Niger, 
Rwanda, Senegal. Somalia, Togo, Upper Volta. 

ERN ST RUSS 
Shipowner & Shipbroker 
Agencies & Insurance 
Established 1893 

Hamburg 36. Alsterarkaden 27  
Phone: 361271 Telex: 0214435 
Cables: REEDERRUSS 

Worldwide trading including North 
Sea and Baltic with own tramp-vessels 
Own liner services from Hamburg to 
Finland and West Norway and from 
Benelux-Ports to Sweden 
Liner agents for Finland, New York, 
US-Gulf and Canada / Great Lakes 
Worldwide Chartering 
S p e c i a l i t y :  Tanker- and Reefer- 
Chartering 
Purchase and sale of ships 
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A n  a g r e e m e n t  on t h e  s e c u r i n g  of t h i s  g r o w i n g  
m a r k e t  w a s  of  e x t r a o r d i n a r y  i m p o r t a n c e  for  N i ge r i a .  
Al l  i ts  e x p o r t  p r o d u c t s  cou ld ,  a f t e r  all, b e  s u b s t i t u t e d  
for  b y  p r o d u c t s  f r om o t h e r  c o u n t r i e s ,  f r e q u e n t l y  e v e n  
f rom c o u n t r i e s  a l r e a d y  a s s o c i a t e d  w i t h  t h e  EEC. F i r s t  
of  all  t h e  N i g e r i a n  c o n d u c t  of n e g o t i a t i o n s  w a s  
d i r e c t e d  m o r e  t o w a r d s  a s e c u r i n g  of  t h e  m a r k e t  t h a n  
t o w a r d s  a f u t u r e  p a r t i c i p a t i o n  in i ts  e x p a n s i o n .  
Dr. P . N . C .  O k i g b o ,  t h e  b e s t - k n o w n  N i g e r i a n  eco-  
n o m i s t ,  w a s  a p p o i n t e d  A m b a s s a d o r  to B r u s s e l s  a n d  
e n t r u s t e d  w i t h  t h e  c o n d u c t  of  n e g o t i a t i o n s .  

T h e  n e g o t i a t i o n s  l a s t e d  for  a p p r o x i m a t e l y  21/.~ y e a r s .  
N i g e r i a  w a s  e x p e c t e d  to of fer  t h e  EEC m e m b e r  s t a t e s  
a p r e f e r e n t i a l  p o s i t i o n  in  i ts  m a r k e t .  T h i s  d e m a n d  
w a s  t h e  c a u s e  of c o n s i d e r a b l e  d i f f i cu l t i e s .  S i nce  t h e  
C o n f e r e n c e  of  Ber l in  in 1888 N i g e r i a  p u r s u e d  a p o l i c y  
of n o n : d i s c r i m i n a t i n g  i n d i v i d u a l  t r a d e  p a r t n e r s .  Bri- 
ta in ,  too, d id  n o t  ge t  a p r e f e r e n t i a l  t r e a t m e n t .  T h e  
u n i l a t e r a l  g r a n t i n g  of t r a d e  a d v a n t a g e s  to EEC c o u n -  
t r i e s  w o u l d  e a s i l y  l e a d  to d i f f i cu l t i e s  w i t h  t h e  s y s t e m  
of  C o m m o n w e a l t h  p r e f e r e n c e s .  P a r t  of  t h e  d i f f i cu l t i e s  
c o u l d  be  e v a d e d  b y  t he  a r r a n g e m e n t  t h a t  N i g e r i a n  
c o n c e s s i o n s  r e f e r r e d  o n l y  to i n d i v i d u a l  i t e m s  w i t h  a 
r e l a t i v e l y  s m a l l  i m p o r t  v o l u m e .  

The Contents of the Agreement on Association 

T h e  a g r e e m e n t  f i n a l l y  s i g n e d  a t  L a g o s  c~n J u l y  16, 
1966, is n o t  as  c o m p r e h e n s i v e  as  t h e  C o n v e n t i o n  of 
Y a o u n d 6 .  N i g e r i a  a v o i d e d  a g r e e m e n t s  w i t h  p o s s i b l e  
po l i t i ca l  i m p l i c a t i o n s .  N i g e r i a  a l so  a g r e e d  to t h e  f ix-  
i n g  of q u o t a s  for  i m p o r t a n t  e x p o r t  p r o d u c t s  w h i l e  in 
a c c o r d a n c e  w i t h  t h e  C o n v e n t i o n  of  Y a o u ~ d 6  t h e  m a r -  
k e t  of  t h e  EEC m e m b e r s  is to be  k e p t  o p e n  w i t h o u t  
a n y  r e s t r i c t i o n s  for  t h e  a s s o c i a t e d  c o u n t r i e s .  Q u o t a s  
a t  t h e  EEC's  i n t e r n a l  r a t e  of  tar i f fs  h a v e  b e e n  f ixed  
for  cocoa ,  pa lm-o i l ,  p e a n u t - o i l ,  and  p l y w o o d ,  T h e i r  

s ize  is  c o r r e s p o n d i n g  to t h e  a v e r a g e  e x p o r t  b e t w e e n  
1962 a n d  1964, a n d  t h e  q u o t a s  a r e  to be  r a i s e d  b y  
3 % a n n u a l l y .  For  1967 t h e y  a m o u n t  to 32,900 t ons  of 
pa lm-o i l ,  73,000 t o n s  of c o c o a - b e a n s ,  7,100 t ons  of  
p e a n u t - o i i  a n d  610 t o n s  of p l y w o o d .  O n  a f i rs t  l ook  
it s e e m s  t h a t  t h e  q u o t a s  w o u l d  c o r r e s p o n d  w i th  
N i g e r i a n  r e q u i r e m e n t s .  H o w e v e r .  1964 to 1965 N i g e r i a  
a l r e a d y  e x p o r t e d  116,000 t o n s  of c o c o a - b e a n s  to t he  
EEC, t h u s  a c o n s i d e r a b l e  p a r t  of  t h e m  will  be  s u b j e c t  
to a du ty .  It a l so  r e m a i n s  to be  s e e n  w h e t h e r  a n d  to 
w h a t  e x t e n t  t h e  q u o t a s  for  p e a n u t - o i l  and  pa lm-o i l  
wi l l  su f f i ce  to m a t c h  N i g e r i a ' s  e n d e a v o u r s  a t  p r o c e s -  
s i n g  i ts  o w n  r a w  m a t e r i a l s  a t  h o m e  for  wh ich  p u r p o s e  
s e v e r a l  o i l -mi l l s  a r e  u n d e r  c o n s t r u c t i o n  a t  p r e s e n t .  
S i m i l a r s  a r e  a p p l i c a b l e  to t h e  p r o b l e m  of to w h a t  
e x t e n t  t h e  E u r o p e a n  m a r k e t  wil l  be  ab le  to a b s o r b  
c o c o a - p r o d u c t s .  A f i r s t  f a c t o r y  for  t h e  p r o c e s s i n g  of 
c o c o a - b e a n s  is  l o c a t e d  at  I k e j a  a n d  is  s u p p o s e d  to go 
in to  p r o d u c t i o n  un t i l  i967. 

N i g e r i a n  c o n c e s s i o n s  c o n c e r n  t h e  e l i m i n a t i o n  or  re-  
d u c t i o n  of  t a r i f f s  on  26 p r o d u c t s .  H o w e v e r ,  f i sca l  d u e s  
( r e v e n u e - r a i s i n g  du t i e s )  on  i m p o r t s  of  t h e s e  p r o d u c t s  
wil l  be  m a i n t a i n e d .  T h e  to t a l  N i g e r i a n  impor t  v o l u m e  
of  t h e s e  i t e m s  is r e l a t i v e l y  s m a l l  a n d  a m o u n t e d  to 
a p p r o x .  s 3.5 m i l l i o n  in  1964. 

A t  t h e  e f f e c t i v e  d a t e  of  t h i s  a g r e e m e n t  t he  tar i f fs  e.g.  
on  bu t t e r ,  p o t a t o e s ,  nood les :  (e.g. m a c c a r o n i ,  s p a g h e t t i ,  
v e r m i c e l l i ,  etc.),  c h a m p a g n e ,  v e r m o u t h ,  l i queur ,  p l a i t ed  
ha t s ,  beads ,  f a n c y  j e w e l r y ,  p a r t s  of  v e h i c l e  e n g i n e s ,  
a n d  a u t o m a t i c  s e l l i n g  m a c h i n e s  a r e  to be  r epea l ed .  A 
r e d u c t i o n  of ta r i f f s  b y  5 0 %  to b e g i n  w i t h  is b e i n g  
p l a n n e d  for d i f f e r e n t  k i n d s  of f ish,  c a n n e d  f ish,  
t o m a t o  pu r6e ,  bee r ,  b o u c l 6 - f a b r i c s ,  cheni l le -s i lk ,  s i lk,  
r a d i o  se t s ,  a n d  w a t c h e s .  W i t h i n  two  y e a r s  tar i f fs  on 
t h e s e  p r o d u c t s  a r e  to be  g r a d u a l l y  r e d u c e d  c o m -  
p l e t e ly .  

T a b l e  2 

Nigeria's External Trade 
(in million s 

Year : United Other Common- ! ': i EEC USA : Other Total 
Kingdom i wealth Countries [ l I: Countries 

O r i g i n  o f  I m p o r t s  
1957 66.1 I1.6 26.1 8.1 40.6 152.5 

1958 72,8 12.1 29,1 9.7 42.0 160.3 
1959 80,8 t0,9 33.0 7,9 45.8 178.4 
1960 91.4 13.3 42,2 11.6 57,4 215.9 
1961 85.2 17.2 44.3 11.9 63,8 222.4 
1962 73.8 15.1 39.2 15.0 59.9 203.0 
1963 70,8 13.5 44,2 17.9 6l ,I 207.3 
1964 78.7 15,9 58.9 28,9 71.9 254,3 
1965 85,0 18.0 68,2 33,1 71.0 275,3 

D i r e c t i o n  o f  E x p o r t s  
1957 78.4 2,8 32.2 7.6 6.5 127.5 
1958 75.2 2,1 41.9 8.1 8.3 135.6 
1959 82.6 2.6 55.7 11.8 10,8 163,5 

1960 80.7 3.7 51.3 15.6 18.4 169.7 
1961 76.5 3,5 58.0 19,1 16.4 173.5 
1962 70.4 4.2 57.7 18.1 18.2 168.6 
1963 72.1 4.9 68.2 17.4 27.2 189.6 
1964 78.1 4.3 75.6 14.4 42.3 214.6 
1965 101.5 5.0 96.3 26.2 34.3 263.3 

S o u r c e : Federal Office of Statistics, Lagos, Review of External Trade 1964, p. 16-17. Economic Indicators, Vol. 2, No. 4 (April t968), p, 19. 
Statistisches Bundesamt, L&nderberichte Nigeria, t961, p. 32. 
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It is not to be expected  that  the tariff p re fe rences  
granted  the EEC wilt lead to a considerable  expan-  
sion of exports  or to a shift ing of the t rade currents  
s ince it is a quest ion of products  which are not  sub- 
jec t  to high duties. It ra ther  seems to be a quest ion 
of mutual demonstra t ions  of good will. This is al~o 
expressed  by the fact that  an appendix  to the agree-  
ment  contains the stipulation that  Nigeria 's  interests  
in respect  of its. further  industr iat isat ion shall  not be 
affected by  measures  result ing from this a g r e e m e n t  
The cons iderably  rising Niger ian oil expor ts  have  
somewhat  put in the background the country ' s  tra- 
dit ional export products. Due to the one-sided eco- 
nomic structure of the different regions the further 
development of Nigeria's traditional export products 
is nonetheless of extraordinary importance. The 
agreement  on an associat ion wi.th the EEC offers 
these endeavours  an addit ional basis. 

The agreement  on associat ion is expec ted  to become 
effective not until 1967, a s  it still has to be ratif ied 
by  severa l  parl iaments,  e.g. the W e s t  German and the 
Italian one. It will expire toge ther  with the  Conven-  
tion of Yaound6 in 1969 and it is possible that  then 
a uniform agreement  will be concluded. 

The Association's Importance to Nigeria 

The apparatus  of Brussels has become clumsier  s ince 
differing in teres ts  make themse lves  felt  after  the 
impetus of a successful  s tar t  has been lost. Never the-  

less it is still possible  to reach decis ions of long- term 
importance.  Apar t  from the resolut ions  in agricultural  
pol icy the p repa redness  for associat ing a memb er  
outs ide  the t radi t ional  circle may  lead to s imilar ly  
far-reaching developments ,  The importance  of Ni- 
ger ia 's  associat ion is under l ined by its cons iderable  
economic  potent ial  as compared wi th  other  associa ted 
Afr ican states,  for last but not  least  its economic  
capac i ty  is about as great  as that  of all the o the r  
associa ted  African s ta tes  together.  

In the pas t  the associat ion with the EEC has not come 
up to all Afr ican expectat ions .  In the member  coun- 
tr ies also certain reservat ions  have  been  voiced par-  
t icular ly  with regard to the contr ibut ions  of means  
for the Development  Fund and their  expendi ture .  
Not iceable  long-term implicat ions are more  important .  
Obvious ly  there  is a p repa redness  for opening the  
EEC and for securing the developing countr ies '  mar- 
kets.  Nigeria 's  associat ion may  become a case  in 
p receden t  for other  associat ion agreements .  Kenya,  
Uganda  and Tansania  have  a l ready prepared  the w a y  
for negotiat ions.  

There is some hope that  apart  from the securing of 
t radi t ional  markets  finally new marke ts  for the prod-  
ucts from developing countr ies  will be crea ted  and 
tha t  the EEC will assume a more  pos i t ive  a t t i tude for 
ins tance  towards  efforts of the UNCTAD serving the 
developing  countries" interests.  And  finally in con- 
nect ion with in ternat ional  t rade the principle is still  
valid that  export  and import  form a pair. 
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