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ARTICLES 

I N T E G R A T I O N  

The African Experience of Common Markets 
by Professor Peter Robson *, Nairobi 

A t p r e sen t  there  are  two pr inc ipa l  common  marke t s  
in A f r i c a - - t h e  Bast Af r ican  Common Market ,  

which includes  Kenya,  Uganda  and Tanzania ,  and  the  
Centra l  Afr ican  Economic Union,  which inc ludes  
Cameroon,  Congo (Brazzaville), Gabon,  Chad  and  the  
Cent ra l  Af r ican  Republic.  In addit ion,  a customs and  
cu r r ency  un ion  exists  be t w een  Botswana,  Lesotho and  
Swazi land and  South Afrioa. Unt i l  a few years  ago 
there  were  severa l  o ther  examples  of m a r k e t  inte-  
g ra t ion  in Africa.  For  ins tance ,  the  whole  of former  
French Wes t  Afr ica  cons t i tu ted  a common market ,  as 
did the  two Rhodesias  ,and N y a s a l a n d  and, fa r the r  
north ,  Ruanda  and Urundi .  Wi th  the  end  of colonial  
rule  these  h a v e  e i the r  w i the red  away,  or b e e n  forcib- 
ly b r o k e n  up. A cer ta in  amount  of m a r k e t  widen ing  
has  t a k e n  place in Som,alia, Ethiopia-Er i t rea  and  in 
Cameroon  as a resul t  of pol i t ical  un i f i ca t ion  mea-  
sures  fos tered b y  the  former  colonia l  powers  

A va r i e t y  of new in i t ia t ives  for economic  co-opera-  
t ion  be tween  the  newly  i ndependen t  s ta tes  of Afr ica  
h a v e  also made  the i r  a p p e a r a n c e  in r ecen t  years .  
Thus, cons idera t ion  has  b e e n  g iven  to some  form of 
economic  in teg ra t ion  be t w een  Senegal  and  Gambia  
but  so far this  has  produced  no d ramat i c  advances ,  
a l though  in 1967 a t r ea ty  was s igned  which p rov ides  
for co-opera t ion  in cert, a in l imi ted fields. The  prob-  
lems invo lved  in economic  co-opera t ion  b e t w e e n  
Sierra Leone, Liberia, Ivory  Coast  and  Guinea  h a v e  
also been  examined.  In addit ion,  the  Economic Com- 
miss ion  for Afr ica  (ECA) has  b e e n  a v igo rous  ad- 
voca t e  of broad regional  marke t  g roupings  cove r ing  
the  Eastern,  Central ,  N o r t h e r n  and  Wes t  Af r ican  sub- 
regions,  and these  proposa ls  h a v e  rece ived  some 
genera l  pol i t ical  suppor t  from the  count r ies  affected. 
At  the  l eve l  of co-opera t ion  in pa r t i cu la r  industr ies ,  
a W e s t  Af r ican  Iron and  Steel  Communi ty  has  also 
been  advoca ted .  1 Never the less ,  despi te  the  suppor t  
g iven  by  Afr ican  leaders  to the  idea of Af r i can  uni ty ,  
,and desp i te  the  economic  a rguments  in  favour  of 

* This article draws on material which appreared in: Common 
Markets and Economic Development in Tropical Africa, Welt- 
wirtschaftliches Archiv, Vol. 99, No. 2. It has been specially 
brought up to date and revised for publication here. 
I Apart  from mar~e,t integration, there are various other inter- 
state institutions for economic co-operation in Africa. These 
include organisations for river basin development (Senegal, Chad 
and Niger), inter-state Central Banking institutions (West and 
Equatorial Africa) and, at the continental level, the recently 
established African Development Bank. 

i n t eg ra t i on  measures ,  p rogress  has  so far  b e e n  limit- 
ed. A r ev i ew of the  funct ioning,  ach ievements  and  
problems  encoun te red  in the  two majo r  exis t ing  com- 
mon  marke t s  p rov ides  a useful  ins ight  into the  prob-  
lems which m a y  h a v e  to be  ove rcome  b y  pro jec ted  
groupings  and also i l lus t ra tes  the  k inds  of ins t i tu-  
tion~al a r r a n g e m e n t s  which it m a y  be  n e c e s s a r y  to 
env i sage  if the  po ten t i a l  benef i t s  from economic  co- 
opera t ion  in Afr ica  are  to be  realised.  

The East African Common Market 

One of the  oldest  common marke t s  in Afr ica  which 
goes back 40 or 50 yea r s  is the  East  Af r i can  Com- 
mon  Market .  z This covers  Uganda,  Tanzan ia  and  
Kenya.  In area  the  group is l a rger  t han  EEC plus 
Britain. Total  popu la t ion  in 1966 was abou t  28 mil- 
l ion and aggrega te  gross domest ic  p roduc t  for the  
~ame yea r  was  abou t  s 834 million. Under  the  colonial  
reg ime this  area  en joyed  not  on ly  a common marke t  
but  also a h igh degree  of economic  in teg ra t ion  in 
fields o the r  than  t rade,  inc lud ing  a common currency,  
common serv ice  o rgan i sa t ions  for the  opera t ion  of 
ra i lways,  harbours ,  posts  and  te lecommunica t ions  and  
research,  and  la rge ly  s imilar  fiscal sys tems admin-  
i s te red  on an  East  Af r i can  basis.  The  area  thus  pos-  
sessed m, any  of the  character is t ics  of a full economic  

Table  1 
East Africa: Inter-country trade, 1966 

(s million) 

To: Kenya I Tanzania Uganda Total 

From : / I 

Kenya - -  13.3 15.6 28.9 
Tanzania 3.8 - -  0.8 4.6 
Uganda 7.3 3.1 - -  10.4 

Total 11.1 16.4 16.4 43.9 

Source: "East African Economic and Statistical Review' ,  The 
East African Statistical Department, Nairobi. March-Juno. 1967. 

union.  W i t h i n  the  common marke t ,  and  pa r t ly  stim- 
u la ted  b y  it, a fair  amount  of indus t r ia l i sa t ion  has  
t aken  place, ma in ly  in Kenya.  In t e r - coun t ry  t rade  
ref lec t ing this  indus t r i a l i sa t ion  has  g rown more  rapid- 

2 A general survey of the operation of this market will be 
found in my forthcoming book, "Economic Integration in Africa ' ,  
London, Allen and Unwin, 1968. 
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ly t h a n  tota l  t rade  in r ecen t  years  and  it now amounts  
to a b o u t  20 per  cen t  of the  total.  In this  t r ade  Kenya  
en joys  a large  f avourab le  b a l a n c e  wi th  the  o the r  
two countr ies .  (Table 1) The imba lance  in t r ade  is 
m a i n l y  in manufac tu r ing  produc ts  w he r ea s  the  t rade  
in agr icu l tu re  is approx ima te ly  in ba l ance  for each 
country .  

In the  1,ast few years ,  as i ndependence  has  been  ap- 
proached and  a t ta ined,  the  l a ten t  d issa t i s fac t ions  wi th  
the  work ings  of the  common m a r k e t  felt b y  Tanzan ia  
and  to a lesser  deg ree  Uganda  h a v e  become  over t .  
A l though  the  a d v a n t a g e s  of economic  in t eg ra t ion  are  
recognised  in Tanzan ia  and  Uganda,  the  d i s t r ibu t ion  
of the  benef i t s  of the  marke t  has  b e e n  rega rded  as 
inequi table ,  bas ica l ly  because  much of East  Afr ica ' s  
indus t r ia l  d e v e l o p m e n t  has  concen t ra t ed  itself  in 
Kenya.  This is a l leged to en ta i l  a loss of real  income 
to the  o ther  count r ies  which is ref lec ted  in a loss of 
impor t  r e v e n u e s  as h igher  cost  p roduc ts  of Kenya  
are subs t i tu ted  for imports  from the  res t  of the  world.  
There  can  be  l i t te  doub t  tha t  Kenya  has  become  more  
adv,anced in te rms of indus t r ia l  d e v e l o p m e n t  than  
the  o ther  two countr ies ,  no r  tha t  there  are  disequal is-  
ing forces at  work  in the  East  Af r ican  Common Mar-  
ket.  But it is diff icult  to assess  the  e x t e n t  to which 
obse rved  inequ, al i t ies are  the  consequence  of the  
tariff  p re fe rence  e n j oyed  b y  Kenya  in the  East  Afri-  
can Common Market .  On this  issue the re  is room for 
debate .  A t  one  ex t r eme  it  could  be  assumed tha t  al l  
in te r - te r r i to r ia l  t r ade  is d e p e n d e n t  on  the  tar i f f  pref-  
e rences  en joyed .  On th is  assumpt ion,  inequal i t ies  
in the  benef i t s  from the  common m a r k e t  migh t  be  
re la ted  d i r ec t ly  to the  degree  of p ro tec t ion  en j oyed  
b y  the  r e l e v a n t  indus t r ies  and  the  ba l ances  of inter-  
t e r r i to r ia l  t rade.  But  the re  a re  g rounds  for t h ink ing  
tha t  a subs tan t i a l  par t  of K enya ' s  in te r - te r r i to r ia l  ex-  
ports  does not  depend  on  tar iff  protec t ion.  Neve r -  
theless,  the  loss of the  oppor tun i ty  to impor t  cheaply 
from outs ide  the  common  marke t ,  and  the  loss of 
oppor tun i ty  in  some cases to es tab l i sh  indus t r ies  pro- 
ducing  income  and  e m p l o y m e n t  a re  ce r t a in ly  factors  
w h i r  ,are ope ra t ive  and  r e l evan t  to Tanzan ia  and  
Uganda,  even  though  the i r  p rec ise  magn i tude  is dif- 
ficult  to quant i fy .  

W h a t e v e r  the  prec ise  ba l ance  of a d v a n t a g e  m a y  be  
for each of the  pa r tne r s  wi th in  the  common marke t ,  
it is wide ly  a c c e p t e d - - a n d  in Kenya  as wel l  as the  
o ther  c o u n t r i e s - - t h a t  the re  has,  in the  past ,  b e e n  
some inequ i ty  in the  d is t r ibu t ion  of its benefi ts .  The  
first  impor t an t  a t t empt  to dea l  wi th  th is  was  m a d e  
in 1961, when,  fo l lowing the  r ecommenda t ions  of an  
Economic and  Fiscal  Commiss ion  3 a d i s t r ibu tab le  rev-  
e n u e  pool  was  e s t ab l i shed  which had  the  effect  of 
b r ing ing  abou t  e t r ans fe r  of tax  r e v e n u e s  from K e n y a  
to the  o the r  two countr ies .  Recen t ly  th is  t r ans fe r  
has  amoun ted  to about  th ree  quar t e r s  of a mil l ion 
p o u n d s - - f i v e  pe r  cen t  of Kenya ' s  ne t  t rade  ba l ance  
wi~h its par tners .  

Even  at  the  outset ,  f iscal red i s t r ibu t ion  was  r ega rded  
as a pa l l i a t ive  b y  Uganda  and  Tanzania .  The  la t ter ,  

3 East Africa, "Report of the Economic and Fiscal Commission',  
London, HMSO C m d 1279, 1961. 

in par t icular ,  p inned  its hopes  for ove rcoming  its 
common  m a r k e t  d isabi l i t ies  upon  the  e s t ab l i shmen t  
of an  East  Af r ican  Federa t ion.  But when ,  in la te  
1964, Fede ra t ion  no longer  seemed  feasible,  Tanzan ia  
t h r e a t e n e d  to w i t h d r a w  from the  Common  Marke t .  
It was  induced  not  to do so b y  a new  a g r e e m e n t  
b e t w e e n  the  th ree  g o v e r n m e n t s - - t h e  Kampa la -Mba le  
A g r e e m e n t - - w h i c h  was des igned  to b r ing  abou t  a 
more  accep tab le  ba l ance  of indus t r ia l  d e v e l o p m e n t  
and t rade  in East  Africa.  4 

The Treaty for East African Cooperation 

The Kampala  ag reemen t  set  out  f ive ways  in which 
this  might  be  done. These  were :  (i) to a r r ange  a shift  
in the  ter r i tor ia l  d i s t r ibu t ion  of p roduc t ion  b y  seve ra l  
firms wi th  p lan t s  in two or more  countries~ (ii) to al- 
loca te  p rospec t ive  new  indus t r ies  b e t w e e n  the  ter-  
ritories~ (iii) to ins t i tu te  ,agreed quotas  on in ter - ter -  
r i tor ia l  t rade)  (iv) to inc rease  sales  f rom a c o u n t r y  
in defici t  in in te r - te r r i tor ia l  t rade  to a coun t ry  in 
surplus;  (v) to dev i se  a sys tem of i nducemen t s  and  
a l loca t ions  of indus t ry  to secure  an  equ i tab le  dis- 
t r ibu t ion  of industri,al deve lopmen t  be tween  the  th ree  
countr ies .  

Ac t ion  was t aken  on the  first  of these  heads  and  it 
resu l ted  in some rea l loca t ion  of p roduc t ion  which had  
the  effect  of inc reas ing  the  ou tpu t  of c igaret tes ,  beer ,  
shoes  and  cement  in Tanzania .  But a l t hough  some 
s teps  were  t.aken to implement  the  a l loca t ion  of new  
industr ies ,  t hese  were  ineffect ive.  Eventual ly ,  in 1965, 
Tanzan ia ' s  decis ion to es tab l i sh  i ts own currency ,  
Kenya ' s  re la ted  refusal  to implement  the  indus t r ia l  
a l locat ion  procedures ,  and  Tanzani,a 's s u b s e q u e n t  uni-  
la tera l  in t roduc t ion  of widespread  res t r i c t ive  quo ta s  
on imports  from K e n y a - - f a r  b e y o n d  wha t  had  b e e n  
con t emp la t ed  in t he  Kampala  A g r e e m e n t - - a l l  com- 
b ined  to gene ra t e  cons iderab le  t ens ion  among  the  
East  Afr ican  count r ies  and to ra ise  ser ious  doubts  
abou t  t he  fu ture  of the  common marke t .  

The inc reas ing  tens ions  and the  appa ren t  m o v e  to 
self-suff iciency in East  Afr ica  we re  ha l t ed  b y  the  
appo in tmen t  in la te  1965 of an  In te r -Minis te r ia l  Com- 
mi t tee  unde r  the  cha i rmanship  of Professor  Phil ip of 
Denmark.  The  T r e a t y  for East  Af r i can  Co-opera t ion3  
which was  s igned  in Kampala  on  J u n e  6, 1967, is the  
outcome. It  came into effect on December  1, 1967. 
The  T r e a t y  es tab l i shes  an  East  Af r ican  Economic 
Communi ty  and, as in t eg ra l  pa r t  of this, a n  Eas t  
Afr ican  Common Marke t  and  thus  for the  f irst  t ime  
gives  the  common m a r k e t  a legal  basis.  The  a ims 
of the  communi ty  are  broad,  bu t  its cen t ra l  conce rn  
is to p r e se rve  the  con t r ibu t ion  to d e v e l o p m e n t  of 
the  common m a r k e t  and  the  common services ,  wh i l e  
ensu r ing  an  equ i t ab le  d is t r ibut ion  of the i r  benef i t s  
and  in pa r t i cu la r  of indus t r ia l  growth.  

Severa l  impor t an t  changes  are  p rov ided  for. In the  
first place, the  headqua r t e r s  o rgan i sa t ions  of some 

4 The text was published unofficially in the East Africa Journal, 
April 196,5. 

See Treaty for East African Co-operation, (5 June 1967). Govern- 
ment Printer, Nairobi, for the East African Common Services 
Organisation. 
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of t he  common  serv ices  a re  to b e  d i spersed  from Nai-  
robi, whe re  they  h a v e  h i the r to  b e e n  concen t ra ted .  
The headqua r t e r s  of the  C o m m u n i t y  i tself  is to be  in 
A r u s h a  in Tanzania .  On  the  t rade  and  d e v e l o p m e n t  
s ide it has  b e e n  ag reed  t h a t  q u a n t i t a t i v e  res t r ic t ions  
on in te r - te r r i tor ia l  t r ade  wil l  be  abol ished.  N e v e r t h e -  
less a coun t ry  wi th  a defici t  in in te r - te r r i to r ia l  t rade  
is to b e  pe rmi t t ed  to  impose  t e m p o r a r y  surcharges ,  
t e rmed  a t ransfe r  tax, of up to 50 pe r  cent  of the  
common ex t e rna l  tariff  on  impor ts  from surplus  par t -  
ners  p rov ided  tha t  these  are  imposed  on  p roduc t s  of in- 
dust r ies  which the  deficit  coun t ry  in tends  to e s t ab l i sh  
w i t h i n  a shor t  pe r iod  of time. Moreover ,  agr icu l tu ra l  
p roduc ts  for which specia l  m a r k e t i n g  a r r a n g e m e n t s  
exis t  will, for the  t ime being,  con t inue  to  b e  sub jec t  
to quan t i t a t i ve  res t r ic t ions .  No p rov i s ions  a r e  m a d e  
for ,allocating among  the  count r ies  indus t r ies  for 
which on ly  one  p lan t  would  b e  p r e sen t l y  v i a b l e  in 
the  region,  bu t  t r ans fe r  t axes  m a y  not  be  imposed 
on the  p roduc ts  of such an indus t ry .  Fiscal  redis-  
t r ibu t ion  is to be  subs t an t i a l ly  r educed  on the  com- 
ing into effect of the  surcharges  and  wil l  be  e l iminat-  
ed a l toge the r  af ter  a shor t  pe r iod  of time. A n  East  
Af r i can  Deve lopm en t  Bank  is to b e  e s t ab l i shed  
which is in t ended  th rough  the  d i s t r ibu t ion  of i ts  in- 
ves tments ,  to inf luence  the  loca t ion  of la rge  sca le  
indus t ry  wi th in  the  region.  Thus  a common m a r k e t  
is to be  rep laced  t empora r i ly  b y  a p re fe ren t ia l  t rad-  
ing area.  

The Gains from Integration in East Africa 

W h e t h e r  enough  concess ions  h a v e  b e e n  m a d e  to Tan-  
zania  and  Uganda  to  m a k e  it  in  the i r  long  t e rm  in-  
te res ts  to s tay  in t he  marke t  is pe rhaps  ques t ionable ,  
a l though  the  fact  tha t  t h e y  h a v e  s igned  the  T rea ty  
p r e s u m a b l y  means  t h e y  are  sat isf ied w i th  the  out- 
come. O n  p u r e l y  economic  g rounds  it  is in a coun- 
t ry ' s  economic  in te res t s  to r ema in  a m e m b e r  of a 
common marke t  on ly  if i t  can  an t i c ipa te  more  rea l  
income or indus t r ia l  g rowth  from m e m b e r s h i p  t han  
it  could get  b y  going  it alone. As no ted  a l ready,  the  
T rea ty  makes  no a t t empt  to a l loca te  indus t r ies  which 
a re  d e p e n d e n t  on the  common  m a r k e t  for the i r  via-  
bil i ty.  This  is pe rhaps  a r ecogn i t ion  of the  difficul- 
t ies  of such a policy.  In t e r - coun t ry  ag reemen t  on the  
a l loca t ion  of reg iona l  indus t r ies  is in  p rac t i ce  v e r y  
difficult  to reach, and e v e n  if gove r nm en t s  can  ag ree  
among  themselves ,  the  p rob lem of ob ta in ing  the  
compl iance  of the  inves tor ,  who  is of ten foreigner ,  
m a y  be  acute.  

But the  absence  of indus t r ia l  a l loca t ion  is l ike ly  to 
mean  tha t  K e n y a  will  con t inue  to get  the  l ien ' s  sha re  
of such industr ies ,  excep t  to the  ex t en t  tha t  the  De- 
ve lopmen t  Bank ' s  ope ra t ions  succeed  in in f luenc ing  
the i r  locat ion.  The Bank ' s  scope for do ing  th is  is 
un l ike ly  to be  g rea t  excep t  w h e r e  f inance  is a l imit-  
ing fac tor  for such industr ies ,  which is no t  gene ra l l y  
the  case. As for the  indus t r ies  which can  be  set  up 
in Uganda  and  Tanzan ia  wi th  the  p ro tec t ion  of the  
t ransfer  tax, these  do not  need  the  common m a r k e t  
for the i r  v iab i l i ty  in a n y  case. Thus in te rms of the  
opera t ion  of the  common  marke t  i tself  because  of the  
absence  of agreed  common marke t - f inanced  measu res  

Kali-Transport-Gesellschafl 
m.b.H. 

Main Office: 

Hamburg �9 Klosterwall 4 
Phone: 336443 �9 Telex: 021 1657 

Branch Office: 

Bremen �9 Contrescarpe 128 

P.O.B. 719 �9 Phone: 31 08 65 

Telex: 024 4608 

Shipbrokers, Chartering and 
Forwarding Agents 

Modern Port and Transhlpping 
Facilities: 

Hamburg-Wilhelmsburg 
AuSenbe t r i eb  Kalikai, Kattwyk 

Bremen 
Bremen-Kalihafen (Industriehafen) 

to inf luence  the  loca t ion  of indus t ry  wi th in  the  region,  
it is diff icult  to see  t ha t  Tanzan ia  and  U g a n d a  ge t  
much t ha t  t hey  could  no t  h a v e  i n d e p e n d e n t l y  ob- 
t a ined  outs ide  the  common  marke t .  

Never the less ,  i t  mus t  no t  be  forgot ten  tha t  these  
coun t r i es  wil l  con t inue  to e n j o y  benef i t s  f rom a n y  
in te rna l  subsidies  p rov ided  b y  the  common services ,  
t oge the r  w i th  those  from economies  in  the i r  opera t -  
ing costs. In addit ion,  as a resul t  of the  Treaty ,  t hey  
wil l  e n j o y  a subs tan t i a l  r ed i s t r ibu t ion  of income to- 
wards  them as a resu l t  of the  decen t r a l i s a t i on  of the  
common services .  Moreover ,  if smal le r  sca le  indu-  
s tr ies  are  successfu l ly  es tab l i shed  in Tanzan ia  and  
Uganda  as 'a resu l t  of the  t r ans fe r  tax  provis ions ,  
the  indus t r ia l  bas is  so p rov ided  should  m a k e  it  eas ie r  
for those  count r ies  to a t t rac t  some reg iona l  indus t r ies  
l a te r  on  p rov ided  tha t  the i r  domest ic  pol icies  towards  
indus t r ia l  en te rp r i se  a re  appropr ia te .  

From the  s t andpo in t  of the  reg ion  as a whole,  the  
grea t  mer i t  of the  new  a r r a n g e m e n t s  in Eas t  Afr ica  
is tha t  t hey  con t inue  to offer access  to t he  reg iona l  
m a r k e t  for those  indus t r ies  in which economies  of 
scale  a re  impor t an t  and  will  e n a b l e  a s u b s t a n t i a l p a r t  
of the  o ther  gains  f rom in t eg ra t ion  to con t inue  to 
be  exploi ted,  inc lud ing  the  opera t ion  in common  of 
ma jo r  common services .  There  is admi t t ed ly  some 
re t r ea t  from a full common m a r k e t  in respec t  of in- 
dus t r ies  to which the  t rans fe r  tax  prov is ions  m a y  b e  
applied, but  this  is ce r t a in ly  a pr ice  which must  he  
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paid  for b r ing ing  abou t  a more  even  ba l ance  of in- 
dust r ia l  d e v e l o p m e n t - - a  n e c e s s a r y  condi t ion  for co- 
hes ion  and  thus  for the  con t inued  explo i ta t ion  of the  
gains  from in tegra t ion .  

Union Douani6re et Economique de i'Afdque Centrale 

On the  opposi te  side of Afr ica  the re  is the  con t inen t ' s  
o ther  ma jo r  work ing  example  of a common m a r k e t  
in the  shape  of the  Union  Douani6re  et  Economique  
de l 'Afr ique  Cen t r a l e  (UDEAC). This m a r k e t  b e g a n  
life in  1960 as the  Union Douani&re Economique  
(UDE), the  economic  successor  to French Equator ia l  
Africa.  It was  made  up of Congo (Brazzaville], Gabon,  
Chad,  and  the  Cent ra l  Af r ican  Republ ic  (CAR). W h e n ,  
at  the  beg inn ing  of 1966, the  Federa l  Republ ic  of 
Cameroon  became  in t eg ra t ed  wi th  the  four UDE 
count r ies  to form UDEAC the re  was c rea ted  a mar-  
ke t  region as la rge  as W e s t e r n  Europe or India wi th  
a popu la t ion  in 1964 of abou t  11 mill ion.  The  need  
for in t eg ra t ion  is under l ined  b y  the  fact  t h a t  this  
la rge  area  has  a Gross  Domest ic  Product  of on ly  
344,000 mil l ion fr C F A - - o r  abou t  s  mill ion.  

In the  four coun t ry  UDE area, the re  also occur red  
a ce r t a in  a m o u n t  of indus t r ia l  deve l opm en t  for  the  
home  market .  Most  of this  g rew up in t he  Congo, 
which as the  capi ta l  of French Equator ia l  Africa,  and  
the  cen t re  of the  region ' s  t r anspor t  system, en j oyed  
a n u m b e r  of loca t iona l  advantages .  In t e r - coun t ry  
t rade,  in pa r t  re f lec t ing  this  indus t r ia l  deve lopment .  
has  g r o w n  more  rap id ly  t han  tota l  t r ade  in the  l a s t  
few years  and  cu r ren t ly  amounts  to abou t  9 pe r  cen t  
of to ta l  imports .  Congo en joys  a subs tan t ia l  favour-  
able  b a l a n c e  on  this  in te r - te r r i tor ia l  t r ade  (Table 2) 
and  in this  w a y - - l i k e  K e n y a - - i s  able  to offset par t  
of i ts  t rade  defici t  w i th  the  res t  of the  world.  

Table  2 
UDE Inter-country Trade 1964 

(Million francs  CFA) 

I Imports Exports Balance 

Congo 262 2,674 2,412 
Gabon 395 - -  395 
CAR 1,077 316 761 
Chad 2,434 1,178 1,256 

Total 4,168 4,168 

Source: Commerce Ext6rieur de I'UDE, Brazzaville 1965. 

About  30 per  cent  of i n t e r - coun t ry  t rade  in UDE 
consis ted  of local  agr icu l tura l  p roduce  (meat,  steers,  
f ish and  cotton).  The  ba lance ,  r ep re sen t ing  t r ade  in  
local  manufac tu res ,  cen t red  heav i l y  on a l imi ted r ange  
of products .  For  example ,  in 1965 sugar  accoun ted  
for 50 pe r  cen t  and  c igare t tes  for 34 pe r  cen t  of this  
t rade.  The ba l ance  was  m a d e  up of c loth  and  c lo th ing  
~6 pe r  cent),  bee r  ~3 pe r  cent) and  soap  (2 pe r  cent).  
There  was  also a smal l  t r ade  in a l a rge  v a r i e t y  of 
products ,  inc luding  cycles  and  meta l  furni ture .  

From the  incept ion  of UDE the re  was a smal l  a m o u n t  
of f iscal  r ed i s t r ibu t ion  from G a b o n  and Congo to 
Chad  and  CAR th rough  a Sol idar i ty  Fund  which re- 
ce ived 20 pe r  cent  of the  cus toms rece ip t s  which 

passed  th rough  the  common cus toms service .  The 
Fund was  des igned  in pa r t  to compensa t e  the  in land  
s ta tes  for the i r  p o v e r t y  and  for the  fact  tha t  t h e y  
prov ided  marke t s  for the  Congo. The e l emen t  of t rue  
red is t r ibu t ion  p rov ided  b y  the  Fund was, however ,  
r e la t ive ly  small. In i t ia l ly  the re  was  no a t t empt  to 
inf luence  the  loca t ion  of i ndus t ry  in the  region.  

W i t h  the  passage  of t ime the re  emerged  in the  UDE 
marke t ,  too, some d issa t i s fac t ion  w i th  the  dis t r ibu-  
t ion of benefi ts ,  and there  are  some para l le l s  wi th  
the  case  of East  Africa.  In UDE, however ,  the  ra te  
of g rowth  of Gabon,  the  fas tes t  growing,  and, in pe r  
capi ta  terms, the  wea l th i e s t  member ,  has  demons t r ab -  
ly not  d e p e n d e d  on common marke t  induced  growth,  
for unt i l  r ecen t ly  Gabon  expor ted  no th ing  to i ts par t -  
ners.  The  ra tes  of g rowth  of the  o the r  UDE m e m b e r s  
were  not  too d iss imi lar  unt i l  recent ly ,  w h e n  a new-  
ly deve loped  d iamond indus t ry  gave  a boos t  to CAR. 

Continued Cohesiveness of the Equatorial Market 

The dissa t is fact ions  expressed  in UDE wi th  the  opera-  
t ion of the  common m a r k e t  also cen t red  on t he  dis- 
t r ibu t ion  of i ndus t ry  se rv ing  the  local  marke t .  For  
the  area  as a whole ,  the  issue was  b rough t  to a 
head  in 1963 b y  the  need  to find a loca t ion  for an  
oil r e f ine ry  to se rve  the  common marke t  and Came-  
roon, in the  face of a newly  found disposi t ion  on the  
par t  of G a b o n  to es tab l i sh  some indus t r ies  of i ts  own  
to se rve  the  common marke t .  Up to tha t  t ime G a b o n  
had  b e e n  con ten t  to concen t r a t e  on  expor t ing  mine ra l  
and  forest  p roduc ts  overseas .  In 1963 it demanded-- -  
and  g o t - - t h e  re f inery  which was ce r t a in ly  the  cor- 
rec t  dec i s ion  on  pu re ly  economic  g rounds  'and in- 
d ica ted  a t  the  same t ime  the  coun t ry ' s  wish  to de-  
ve lop  o ther  indus t r ies  to se rve  the  common  marke t .  
The resu l t ing  con t rove r sy  focussed a t t en t i on  on  the  
need  to es tab l i sh  p rocedures  to inf luence  indus t r ia l  
loca t ion  so as  to g ive  the  w e a k e r  member s  a share ,  
if the  m a r k e t  were  to survive .  The  new t r e a t y  d r a w n  
up to incorpora te  Cameroon  fully into t he  equa to r ia l  
common m a r k e t  6 thus  p rov ided  t ha t  t he re  mus t  be  
consul ta t ion  before  a locat ion dec is ion  is made  for 
any  indus t ry  s e rv ing  the  common marke t ,  and  also 
tha t  a t tempts  will  be  made  to inf luence  loca t ion  wi th  
the  ob jec t ive  of shar ing  the  benef i t s  of the  m a r k e t  
more  equi tably .  

Hi ther to ,  despi te  occas ional  dissension,  the  Equator i -  
al  m a r k e t  seems  to h a v e  ope ra t ed  more  smoo th ly  
than  its coun te rpa r t  in East  Africa.  In pa r t  this  is 
because ,  on the  fiscal side, some scope for d ive r s i ty  
in t axa t ion  has  b e e n  pract icable .  Mainly ,  however ,  
this  can  p r o b a b l y  be  a t t r ibu ted  to the  fact  that ,  so 
far, indus t r ia l  d e v e l o p m e n t  has  been  v e r y  l imited.  
Moreover ,  the  character  of indus t r ia l  d e v e l o p m e n t  
has  been  such tha t  the  cost  of t r ade  d ive r s ion  ha s  
not  been  h igh  and  all  count r ies  h a v e  bene f i t ed  from 
the  r evenues  y ie lded  b y  the  a rea ' s  p r inc ipa l  common  
marke t  industr ies .  ~ 

s See Treaty Constituting the Union Douani~re et ]~conomique de 
l 'Afrique Centrale, Brazzaville, Conference des Chefs d'Etat, 1965 
7 These industries are subject to a production tax tt~e proceeds 
of which are distributed to the member countries in proportion 
to their consumption of the relevant products. 

104 INTERECONOMICS, No. 4, 1968 



Abs t r ac t i ng  from pol i t ical  factors,  a con t inued  co- 
he s ivenes s  of the  Equator ia l  m a r k e t  seems probable .  
This  is pa r t ly  because  th ree  of i ts  m e m b e r s - - C o n g o ,  
Gabon  and C a m e r o o n - - c a n  hold  the i r  own  in com- 
pe t i t ion  for new indus t ry  b y  v i r tue  of the i r  d ivers i -  
fied resource  bases  and s t ra tegic  pos i t ions  w i th  re- 
spect  to communica t ions .  On  the  o ther  hand,  in the 
fo reseeab le  future  the  two in land  count r ies  are  un- 
l ike ly  to be  be t t e r  off outs ide  the  common  m a r k e t  if 
the  a l t e rna t ives  are v iewed  in pu re ly  economic  terms. 
Cer t a in ly  ~a grea t  deal  of t rade  d ive r s ion  would  h a v e  
to occur  before  the  in land  count r ies  would  be  b e t t e r  
off outs ide  and  even  then,  the  bea r ing  of the i r  land-  
locked posi t ion on the i r  ef fect ive  field of choice would 
be  a s t rong l imi t ing factor. Moreover ,  new  t r anspo r t  

l inks  on which CAR and  Chad depend  to reduce  
t r anspor t  costs a n d  to open  up new  areas  also pre-  
suppose  the  con t inued  cohes ion  of UDEAC. 

The Experience of Common Markets 

The expe r i ence  of bo th  common marke t s  in Afr ica  

d e m o n s t r a t e s  tha t  the re  has  been  a s t rong  d ispos i t ion  
on the  par t  of the  less favoured  members  to em- 
phas i se  in f luenc ing  the  loca t ional  pa t t e r n  of indus t r ia l  
deve lopmen t  as  a means  of shar ing  the  benef i t s  and  

a cor responding  re luc tance  to re ly  on fiscal com- 
pensat ion .  Even  if th is  is generous ,  and  of ten  i t  h a s  
not  been,  it is no t  r ega rded  as adequa te  compensa-  
t ion for the  loss of d y n a m i c  inf luences  to g rowth  
which a c c o m p a n y  indus t r ia l  deve lopment .  To the  ex- 
t en t  tha t  this  is a gene ra l l y  he ld  a t t i tude,  the  pro- 
gress  of i n t eg ra t ion  will depend  in par t  on a deal  
which assures  each pa r t i c ipan t  of some indus t r ia l  
g rowth  tha t  it would  not  o the rwise  h a v e  a t t rac ted .  
The imposs ib i l i ty  of do ing  this  in the  case  of the  
Wes t  Afr ican  I ron and  Steel  Communi ty  was per-  
haps  the  most  impor t an t  r eason  for the  fa i lure  of 
this  v e n t u r e - - i n  pr inc ip le  capab le  of p roduc ing  con- 
s iderab le  benefit .  There  are  c lea r ly  dangers  in  at-  
t empt ing  to in te r fe re  wi th  indus t r ia l  locat ion,  s ince 
the  indus t r ies  h a v e  first  to be  a t t r a c t e d - - a n d  e v e n  
if such pol icies  are successful  t hey  wil l  t end  to h inde r  
the  d e v e l o p m e n t  of an  opt imal  loca t iona l  p a t t e r n  and  
so resul t  in a loss of some of the  economic  benef i t s  
which a common m a r k e t  makes  possible.  N e v e r t h e -  
less, th is  is a lmos t  ce r t a in ly  a pr ice  which wil l  h a v e  
to be  paid  not  on ly  to ma in t a in  ex i s t ing  in t eg ra t ed  
markets ,  bu t  also to m a k e  poss ib le  the  format ion  of 
others .  The ob jec t ive  mus t  t hen  be  to e n s u r e  t ha t  
such pol icies  are car r ied  out  in such a w a y  as to 
min imise  the  addi t iona l  costs involved.  

C O O R D I N A T E D  A S S I S T A N C E  

The Role of the Colombo Plan 
by John White, London 

I 
n the  la te  1950s, the  world  began  to l ive  in the  
hope  of a g rea t  i n t e rna t iona l  effort  which would  

help the  less deve loped  count r ies  rap id ly  to over-  
come the i r  anc ien t  p rob lems  of p o v e r t y  and  s tagna-  
tion. Later, the  d is i l lus ionment  set  in. In the  la te  
1960s, the  wor ld  has  l ea rned  to l ive  wi th  the  ex- 
pec ta t ion  t ha t  i t  will  be  a v e r y  long  t ime indeed  
before  the  less deve loped  count r ies  beg in  to see 
l ight  at  the  end  of the  tunnel ,  and  t ha t  the  par t  p lay-  
ed b y  the  richer count r ies  in th is  efforts  wil l  be, to 
say  the  leas t  of it, s eve re ly  l imited. The disi l lusion- 
men t  m a y  wel l  tu rn  out  to h a v e  been  as exagge ra t ed  
as the  ear l ie r  optimism. Cer ta in ly ,  the re  is a crisis 
in the  efforts of the  rich count r ies  to help  the  poorer .  
The fea tures  of this  crisis are  all too famil iar  to any-  
one p rofess iona l ly  conce rned  wi th  deve lopment .  Bi- 
la tera l  aid, in reals  terms, declines,  and is increas ing-  
ly conf ined to a few favoured  count r ies  which s tand  
in some specia l  r e la t ionsh ip  wi th  the i r  pat rons .  

Starved of Funds 

Ins t i tu t ions  such as  the  In t e rna t iona l  Deve lopmen t  
Assoc ia t ion  ( the sof t - loan a rm of the  wor ld  bank)  
h a v e  been  s t a rved  of funds, so t ha t  t h e y  could not  
p lay  the  key  role  which t hey  seemed  to be  e v o l v i n g  
a few years  ago. In the  wide r  con tex t  of aid, trade 

and inves tment ,  the  Uni ted  Na t ions  Confe rence  on 
Trade  and  Deve lopmen t  is for the  p r e sen t  a scene  of 
conf ron ta t ion  b e t w e e n  rich and  poor,  in  which the  
dange r  is one  of deepen ing  mutua l  misunders t and ing .  
Across  the  whole  field the  p ic ture  is a g loomy one. 
The deve lop ing  count r ies  are  f inding the  p rob lems  
ha rde r  t han  t hey  h.ad supposed.  The  rich count r ies  
are f inding tha t  real  and  effect ive  help can  cost  them 
more  than  t hey  or ig ina l ly  t hough t  they  would h a v e  
to pay.  

But a case can be  made  o u t - - a n d  I, for one, t ake  this  
more  opt imist ic  v i e w - - f o r  sugges t ing  t ha t  the  crisis 
in deve lopmen t  is on ly  a pass ing  phase.  The achieve-  
men t s  of the  deve lop ing  count r ies  ove r  the  pas t  dec- 
ade  are  more  solid t h a n  is commonly  recognised,  
and  are  a poss ible  basis  for fu ture  growth.  Compare  
the  pe r fo rmance  of India  ove r  the  pas t  t en  y e a r s - -  
of ten ci ted as a g loomy h i s t o r y - - w i t h  its pe r fo rmance  
in the  1920s and  1930s unde r  Bri t ish rule;  and  the  
fu ture  looks  less bleak.  On the  aid side of the  pic- 
ture,  an  appara tus  has  g rown up. Aid  to deve lop ing  
count r ies  is now an  accepted,  indeed,  en t renched  
fea ture  of i n t e rna t iona l  re lat ions.  It m a y  suffer tem- 
po ra ry  setbacks. But the  t ide of h i s to ry  is aga ins t  
i ts  e l iminat ion .  The  dange r  in the  p re sen t  crisis, as 
I see  it, is this. There  is b i t t e rness  in  the  air. The 
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