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DUDLEY SEERS
President of Eadt

European Conscience and Social Science!

It is the privilege of the outgoing president to think aloud, a
narcisistic reward for three years of drudgery. Our agsembly provides
an opportunity for us all to re-examine our concepts of “develop-
ment”, "poverty”, "self-reliance”, etc. and to look critically at our
perception of our role as Europeans researching and teaching in the
development field. Thoughts on how this might need amending as
the real world changes may be worth discussion at some various
points in our agenda. I want to develop further some ideas put
forward at Ghent and Linz? (speaking of course only in my personal
capacity).

Let me go back for a moment to look at the road by which many
of us entered the development business. We probably started by
studying social science at a university. Presumably we elected to do
this in preference to, say, physical sciences or engineering, not merely
because the social sciences are softer options, but also because of our
concern over social problems. In due course, we saw that these
problems were more severe overseas than at home, and we asked
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ourselves: how could we use our discipline to relieve poverty in other
continents?

In the post-war period, the time was politically ripe and resources
were available for us to work overseas. We gathered information
and constructed theories and applied them to policy problems. We
taught in tropical universities. We formed missions and advised
overseas governments. We travelled much and wrote many papers.
We advocated reforms and revolutions. We worked with interna-
tional agencies. We helped European politicians, mostly of the "aid
lobby" from the centre and the left, to awaken public conscience to the
need for rariff preferences and commodity price stabilisation, and
above all more aid on softer terms to the former colonies.

[ wish I were sure that the net balance of all this activity has been
positive. Certainly, financial and technical assistance has contributed
to the relief of severe social problems in South Asia and tropical
Africa. And European social scientists have sometimes helped clarify
issues. But what about the damage? Transfers of resources, usually
well-meaning, have strengthened governments which were among
the main causes of poverty and inequality. We — and I do not exclude
myself — have given the same governments our advice and allowed
them to use us politically. We have — unconsciously — encouraged
Anglophone, Francophone and Hispanic elites in the rest of the
world to look primarily to Europe for patterns of intellectual
consumption.

In our desire to be helpful, we have also committed many
technical sins. We have advocated whatever was currently fashiona-
ble, from balanced growth to population control, the green revolu-
tion and basic needs. We have taught European doctrines constructed
by Europeans from European experience, such as Keynesianism or
Marxism or other forms of neoclassical economics,’ without warn-
ings students abour the geographical and historical context in which
such theories were developed, claiming universal relevance for them.

' "The Congruence of Marxism and Other Neo-Classical Doctrines”, Institute of
Development Studier Discussion Paper, No. 136
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We have used the tropics as testing grounds for sophisticated tech-
niques such as inter-industry matrices and linear programming —
just as European governments have used them for testing new
military hardware, and European pharmaceutical corporations for
trying out the latest drugs. We have given currency to, and even
created, statistics, especially of national income, that were little better
than random numbers. We have used these guesses as if they were
real facts. We have helped concoct development plans with aggrega-
tive data that hid the real social, ethnic or geographical problems,
treating economic growth as per se desirable. We have helped arouse
expectations that processes of development, which inevitably take
decades, if not centuries, can be short-cut by a few years of rapid
economic growth. Moreover, we have taught students and counter-
parts to do the same. We have often taken on the role of propagan-
dists for the aid of lobby or public relations officers for some foreign
government, claiming that there were commercial and political
benefits in aid or trade policies which we really favoured on humani-
tarian grounds.

If I look for common factors in all our misdeeds, one is a set of
semi-conscious belief that social scientists are people who solve social
problems; that these are basically technical; that they can be under-
stood by a social scientist from another country; and that govern-
ments will tackle them once we provide the planning models and the
necessary statistics. These propositions sound absurd as soon as they
are enunciated.

Another common factor is a feeling of guilt. Guilt over what?
Guilt over the not-so-remote colonial period, over exploitation. co-
lonial wars and the repression of nationalism. Also guilt over the
present — over the growing gap between the average incomes of the
rich countries and the poor, and over our using up more than our
share of the world’s brain-power and natural resources, especially oil.

Perhaps future historians may be a little easier on us than we are
on ourselves. It is predictable that, before long, books will be pub-
lished saying that the colonial period was not so bad after all. Still, we
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do indeed stand guilty. This applies of course not only to big Euro-
pean capitalists but to whole populations who benefit directly or
indirectly from our terms of trade with the "Third World", or receive
social expenditures financed partly by taxes on the profits of corpora-
tions based in Europe, or use up some of the world's remaining oil in
private motoring, and so on.

We Europeans are not alone in our guilt. Most of the citizens of
Japan, the United States, Canada and Australia are also guilty, per-
haps more so. So are all the classes in Africa, Asia and Latin America
which have benefited from the fast-growth policies followed since
the war in these continents. Almost everyone, in fact, except landless
labourers, some peasants, and some workers in the informal sector
and, of course, their families.

But if practically everyone is guilty, nobody is guilty. More than
half the human species cannot be guilty because the word then loses
its meaning. Guilty people need innocent people. It would perhaps be
better if we dispensed with feelings of guilt. As we surely know from
our personal experience, the most dangerous people of all are those
who do good in order to purge a feeling of guilt. In public life, it
introduces permanent bias into policy: for example, guilt directs our
criticism of racial discrimination or academic repression only towards
countries under the control of Europeans. It encourages indiscrimi-
nated transfers of resources to meet global targets whether in aid,
import or commodity policy, that may aggravate inequalities, stifle
political change and inhibit technological autonomy.

In reality, | believe very few Europeans feel guilty now. We in
this room are by no means a representative sample. For most people
in my continent, the urge to look after one’s own, whether family or
nation, is dominant. There are now intractable economic difficulties
here in Europe, leaving few resources to spare for, what seem to
many, remote problems overseas. It would, therefore, be a mistake
for us to continue to base political or professional behaviour on the
assumption that a considerable proportion of the European popula-
tion is motivated to purge their guilc even for the present, let alone
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the past. It would also be a mistake for those of other continents to
assume that guile is a politically effective force in Europe, capable of
supporting general transfers of resources abroad.

The only feeling of guilt which is productive for social scientists
is guilt over their own roles and technical sins. Generalised political
guilt encourages the tendentious analyses, based on a naive interna-
tionalism, mentioned earlier. I am not suggesting that European
social scientists should turn their backs on the past. We can learn a
great deal that is relevant to all our work by studying the colonial
period. Nor would I criticise those who want to devote their profes-
sional energy to the relief of poverty in other continents, especially
the really poor countries of South Asia and tropical Africa, out of
human compassion. This is quite different from guilt, itis less likely
to cloud the mind and divert attention away from political and social
realities. (I stress the really poor countries: it is another matter for
Europeans to impose their own conception of basic needs in countries
where the failure to eliminate poverty is political).

But we could well pay more attention to the social problems here
on our own doorstep. These are most obvious in countries on the
European periphery: regional imbalances, dependence on foreign
suppliers, especially on transnational companies, for equipment,
technology and arms. Those nations suffer from persistent inflation,
from chronic unemployment and from regular visits by the Interna-
tional Monetary Fund. Indeed, the same burdens now carried by
nearly all European countries — though of course there are great
differences between them. Most face difficult demands for regional
autonomy.

Most are struggling for certain export markets, even parts of
their own domestic markets, not only against Japan and the United
States, but also South Korea, Brazil, etc. — markets for clothing, steel,
television sets, motor cars and aeroplanes. A typical European is
dependent on Iranian oil to provide the electric power for television
sets designed in Japan on which to watch programmes from the
United States, paid for by capital investments of the Saudi princes
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and the expenditures of Australian tourists. Development, in brief, is
no longer needed just by non-Europeans.

[t may be argued that poverty in Europe is not comparable with
tropical poverty either in its scale or its severity. That is, of course,
true. But the point is that we can do something directly about our own
poverty; it is our business.

Moreover, poverty is in one sense a relative concept: Europeans
can feel aggrieved simply because they are unable to afford meat, and
the millions in Europe searching for jobs have a good basis for
grievances. If sufficient people come to feel sufficiently aggrieved,
our social fabric will collapse, as it did in the first half of this century
here in Italy, for example.

We live in a hard world. Many leaders in other continents bear
bitter historic grudges, understandably, and would be only too glad to
ruin us economically and politically if they could — and indeed they
could if they collectively held up supplies of oil and materials needed
by the European economy. Europe could also be ruined as a by-pro-
duct of wars or political upheavals elsewhere. From an historical
perspective, European society may be ceasing to be viable.

The inescapable corollary of growing self-reliance elsewhere is a
greater degree of self-reliance in Europe itself: the strengthening of
our own national technology and productive capacity, especially in
energy, food, materials and equipment, and capacity to bargain with
and monitor the transnational corporations. Moreover, collective
self-reliance in other continents logically implies collective self-re-
liance in Europe, including Tcec, which can stand for "technical
co-operation among European countries”.

Social scientists who have been working in the development
field have a special opportunity to pose themselves questions like the
following. How can we make ourselves — as a continent or nationally
— less dependent on North America, Japan and the Middle East?
What relevance is there for Europeans in the experience of foreign
governments in the handling of transnational corporations and the
transfer of technology? What structural changes would be needed in
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Greece, Spain, Portugal and other European countries if the agricul-
tural and industrial sectors of the newcomers were to be accommo-
dated in the Community? The international and intranational prob-
lems of Europe are now clearly structural, and development studies
are essentially abour structure.

We can see perhaps more clearly than our European colleagues
in other fields the flaws in simplistic global solutions. From our own
experience, we no longer expect problems to be solved purely by
economic growth or, for that matter, revolutions or monetarist poli-
cy. We know the various social costs of these panaceas. We can
appreciate the force of nationalism, including the nationalism of
submerged nations. We have benefited from the contributions of
overseas social theorists, especially in Latin America. We could be a
means by which some much-needed new blood is transfused into
European social sciences.

The basic international question for a European social scientist
is no longer: How can we help the rest of the world? (That is like
asking here: How can we help the workers?) The question is quite a
different one: Are there possibilities of reconciling our long-term
interests with those of other continents? Not: What do we have to
concede ro the advocates of a New International Economic Order?
But rather: What do we welcome in it as helpful to our own purposes?
What can we do to establish the framework for a durable peace?

In tackling such questions, we need perhaps to be a little more
objective than in the past. There is no a priori reason whatever for
believing as a general proposition that European interests are con-
sistent with those of other continents, either North America or the
so-called Third World. It all depends on how one defines inter-
est, which European country and which policy area one is talking
about, and whart is the time horizon. In some cases, such as energy
policy, the games are clearly likely to be zero- or even negative-sum.
We may conclude thar the greatest political and commercial returns
would be gained by investing available resources in the underde-
veloped regions of Europe, Unless we specify our objectives, we will
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be in danger of repeating our guilt-derived mistakes of the past.

On the other hand, this does not by any means imply thart social
science research need be the hand-maiden of short-term national
interests as defined by European governments, West or East. We may
well want, whether for humanitarian, commercial or long-term polit-
ical aims (though let it be clear which) to search for policies that help
relieve overseas poverty (or at least do not aggravate it) at short-term
costs which we can estimate. We certainly have a function in criticis-
ing the simplicist dogmas of politicians and bureaucrats and pointing
out the costs of basing action on them.

Let me draw out the implications of this analysis for our field of
work. I am essentially suggesting a broadening of development
studies and a change of focus, not an abandonment of what we are
doing now. There is still a place for our policy-oriented research into
socio-economic conditions in Africa, Asia and Latin America. We can
even, if we are very guarded and very humble, provide some practical
help, should that be genuinely requested in a few foreign countries.
Another reason we need projects of this type is to support the other
traditional area of our work, the study of "interface” policies such as
trade, aid and migration and the policies and practices of transnation-
al corporations. This twin focus — national and international —
explains the underlying structure of our conference.

But there is also a clear need, I believe, to move into three other
major areas which we have hardly touched at all, but which we will, I
believe, begin to talk about in our discussions here. In the first place,
now that interconnections have proliferated, "interface” policies are
surely not the most fundamental influences on the development of
other continents. Our income and price policies, our consumption
patterns and production technologies, our levels and types of arms’
expenditure, have an influence going far beyond trade and aid. And
perhaps our theories and values have, especially in the long run,the
greatest impact of all — not least our social science theories. There-
fore the agenda for development studies includes also the media by
which they are diffused — higher education, TV and radio broadcast-
ing, books, magazines, and the press agencies.
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The second dimension which seems to me to be an inescapable
one in the light of the above mentioned need to study common
interests, is the world as a whole, not excluding the socialist countries,
nor simply seen as a set of relations between a group of countries
called "the North” and another called "the South”. Indeed one of the
most urgent needs is to find classifications to supplant the obsolete
division of the world into three areas presumed qualitatively
different.

Thirdly, we need to study the analogues of development prob-
lems in Europe itself, applying the experience and insights of our
conventional field to the problems of individual European countries
and to Europe as a whole which, as I shall argue elsewhere, shows a
clear central-periphery pattern, even geographically.

Finally, running across all these areas of work is a need for a
more historical approach to illuminate the basic constraints on de-
velopment in all parts of the world.

We are, in brief, at a moment of profound change in our subject.
[t is naturally difficult to see the practical implications of the reformu-
lation of our task. How can it be made manageable? It will be hard to
assimilate new advances in all five fields bur, on the other hand, there
would be a great loss if we divided our work into compartments and
failed to attempt a grasp of the inter-relations between them. How
would development studies newly defined fit into the departmental
structures of the universities? Yet I think it would be wrong to allow
such institutional problems to prevent us from moving out of our
professional ghetto — just as it would have been wrong for evolution-
ists 1n the last century, for example, to halt their work because of
worry of what they were doing to the frontiers of antropology and
natural sciences.

This crucial change of approach has many practical implications,
notably inour provision for foreign students. We shall have to accept
the fact that fewer people will come to Europe to learn our views on
how to solve their problems (of course, many will still register for our
courses but partly because of their prestige, if not for touristic
reasons).
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Let us look instead to our comparative advantage. What we can
offer foreign students is the opportunity to do research in the
markets for their products, and to study at first hand the European
corporations, government departments, and communications media
that help shape their opinions, indeed their whole lives. (This is the
main purpose of the scheme for Eadi Fellowships.)

Secondly, we can provide facilities, hardly available elsewhere,
not even in the United States, for research on the world as a whole —
to test world models, especially their historical dimension, to carry
out taxonomic and cross-section analysis, to do basic comparative
research, e.g. on different capitalist and socialist forms of organisation.

Thirdly, we can help people understand European problems,
which are often analogues of their problems in another context. We
should in fact as a matter of principle include European case studies
in education and research programmes in “development” courses.
Not only European cases, or even perhaps mainly European cases,
but always some, preferably drawn from the host country.

This points to another job we in particular could do, i.e. help the
establishment overseas of centres of European studies, national and
continental centres, whose work would enable people in other conti-
nents to understand us better, view us more “objectively” and nego-
tiate with us more realistically. They might also learn how to avoid
copying our mistakes — though that is their business, not ours.

Such steps would reduce the asymmetry 1n professional work, in
which Europeans study the problems of Africa, Asia and Latin Amer-
ica, but not the reverse. We in fact probably need to facilitate foreign
research on Europe if we are to continue

as we need to — doing
research overseas.

To develop in these new directions, we Europeans require a
different frame of perception; we need to see ourselves more objec-
tively, where we really are, no longer as 7/¢ continent, the mother
continent or worse the nanny continent, bringing up the rest of the
world. We no longer have the sweets to reward virtue or the stick to
punish disobedience. We live in a rather average continent, contain-



SPEECHES DELIVERED IN PLENARY SESSIONS 19

ing both rich and poor areas. In the late 1970s, Europe is no longer a
big net exporter of technology, equipment, arms or cultural artefacts.
We are both source and target of corporate investment. We both
receive doctors and other professional manpower and export them.
We are just one continent among many, with no special rights nor
any special moral responsibilities. If we have a special role, it is as
intermediaries, able to understand the interests and concerns of those
in other continents, which we indeed partly share. This would imply

as a rather trivial example — forming our own European group in
Unctad.

I believe that this is the professionally correct approach for us
now, and in any case, it is the only one that is practical diplomatically,
especially for Eadi. It enables us to build a proper professional basis
for relations with our colleagues overseas, free of guilt and its coun-
terpart paternalism, a basis I hope they prefer.

It provides a new focus for idealism, which is more intellectually
challenging, no longer dreaming up Utopian solutions, but finding a
practical way through our many difficulties. This is perhaps more
challenging to the European young of 1978 — who are not the young
of 1968. Our work needs a much broader political base than that of
the old “aid lobby". In various senses, it is time for development
studies to come back home.
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Europe’s Role in North-South Relations: The Role of
the Research Community

THE BACKGROUND

The basic issues which lie at the centre of the on-going North-
Solith dialogue extend over the entire field of international relation-
ships: politics, as well as economies, trade and aid, raw materials and
manufactured products, technological transfers and transnational
corporations, nationalisation and compensation rights, volume and
terms of international lending. Both in the North and the South,
there are centrally planned economies which have, with diminishing
success, tried to stay aloof from the confrontation and dialogue
between developed and developing countries. The role of centrally
planned economies in North-South relations is an important field of
study, both politically and economically. However, in the following
the focus will be on the relationship between poor and rich market
economies.

The North-South dialogue is currently conducted very much in
terms of the umbrella concept of a "New International Economic
Order". The political demands for a New Order reflect the conviction
of the South that the existing international economic system has
operated, and continues to operate, to their disadvantage and to the
advantage of the industrialised North, which dominates it. It be-
comes important, therefore, not only to understand the characteris-
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tics of the existing order and its operations, in an historical context,
but ro investigate how it serves the interests of different groups of
countries in a changing global environment. The research communi-
ty can make significant contributions by filling major gaps which
exist in the analysis of the issues which make up the agenda of the
North-South dialogue.

Up to World War II the prevailing international economic
system was not a carefully planned set of rules and regulations; it was
more an accepted set of international law and practice, which gov-
erned economic transactions between countries. “Law and order”
which protected property rights, including claims on payments
across the borders, was the key element of this "economicorder”. An
adjunct instrumentality was the gold standard which gave the world
internationally accepted means of payment.

The turbulent years between the two great world wars brought
the end of the old order as an effective system: international trade
suffered tremendously, individual countries felt forced to protect
their own immediate interests in # manner which resulted in a
further deepening of the world economic crisis.

Atthe end of World War Il in Bretton Woods an agreement was
reached on an international economic order that should replace the
disorder of the 1920s and 1930s. The Brecton Woods arrangements
were far from revolutionary; their primary purpose was to re-estab-
lish orderly rules of the game. The interests and views of the United
States and the United Kingdom dominated the negotiations; yet at
that stage all participating nations shared the view that law. order
and stability would benefit them all. The developing countries were
represented mainly by Latin American nations, whose positions were
undoubtedly dominated by the United States at the same time as the
latter’s business interests had a direct influence on the governments
of those countries. The poorest nations of the world — those in
Africa and Asia — were not directly represented. The time had not
come for a trade union of poor countries. -

Changes in the world scene over the past 30 years have estab-
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lished the preconditions for common attitudes amongst developing
nations. First, of course, came the emergence of new, independent
nations in Asia and in Africa, most of them poorer, less industrialised
and more underdeveloped than those countries that were independ-
ent before World War II. Secondly, Latin American nations became
more and more aware of the vulnerability and dependence of their
own economies. A third factor was the rapid and sustained growth in
industrialised countries in Western Europe, North America, Oceania,
and Japan.

The implications of these changes became visible, in no small
part due to the extensive economic analysis carried out by the United
Nations and its affiliated organisations, as well as by other national
and international institutions, private and governmental. Data on
national income became available which showed the enormous, and
increasing, gap in income and wealth between the rich industrialised
and the poor developing nations. The reasons for these differences
became the subject of study and debate, and the realisation that
differences between rich and poor nations partly, or even predomi-
nantly, were caused by institutional factors gradually gained ground.
The moral and political force behind the atracks on the existing
economic order was the conviction, increasingly buttressed by analy-
sis, that it benefited and protected individuals, groups and nations that
were already strong and established. The developing countries began,
therefore, to project their demands in terms of the need for strucrural
changes in the international economic order.

NORTH-SOUTH NEGOTIATIONS

The term "New International Economic Order” made its entry
into the international vocabulary at the Sixth Special Session of the
U.N. General Assembly in 1974 convened in the wake of the major
increase in the price of oil effected by the decisians of Opec in 1975.
The Declaration of the Action Programme on the Establishment of a
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New International Economic Order stressed equality in influence in
world affairs and equitable opportunities.

Most of the demands and proposals included in the New Inter-
national Economic Order were aimed at improving what we might
refer to as the terms of trade through stabilisation and indexation of
raw material prices, through a better international division of pro-
duction of manufactures, through cheaper access for the developing
countries to modern technology, through a better distriburion of
capacities and earnings in service industries like international com-
merce, transport, communications, banking and insurance, and
through a redistribution of the access to foreign exchange and capital
in general. If all these steps could be implemented, there would, it is
argued, be a significant shift in the distribution of benefits between
the North and the South.

The programme also contained elements of increased transfers
from rich to poor countries, notably by asking for more development
assistance. It included the important feature of compensatory financ-
ing for loss of or decline in export earnings, similar to the provision
made in the Lomé agreement between the Eec and 53 associated
countries. [t would be fair to state, however, that the main emphasis
in the New International Economic Order is on changing the distri-
bution of the benefits of international exchange in favour of the
presently poor partners, that is the countries of the South. The
Declaration of the Action Programme was adopted "without a vote”,
but in fact with strong opposition by leading industrialised nations to
some key articles in the document. The disputed issues concern
property rights, vague but potentially sweeping demands for com-
pensation for past and present exploitation, and interference with
the so-called free markets.

The major industrialised countries opposed these demands for
at least three reasons:

(i) Self-interest: the disputed articles would impose some direct cost
on the industrialised nations, and weaken their economic power,
although, of course, it is by no means impossible that the apparent
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costs and disadvantages might be offset by expanding earning possi-
bilities in a growing world economy;

(11) Legal considerations: the industrialised countries consider that
they have an established right to defend the property and other
economic interests of their citizens in foreign countries;

(ii1) Economic considerations: governments and public opinion in
several leading industrial powers are convinced — or appear to be so
— that the proposed interference with the established free world
market mechanism would lead to the misallocation of resources and
an economic loss for everybody, 1.e. also for developing countries.

Today a large number of these issues are being negotiated. The
hurdles are high and many. Some are martters for administrative and
practical solution, e.g. the attempts to establish commodity agree-
ments for some raw materials. The conflicts of interests are not
always between a raw material producing South and a raw material
consuming North; newcomers have interests which are different
from those of established producers and so on. But in many of its
dimensions, the creation of a New International Economic Order
comes down to a basic conflict between the South and the North.

In the process of verbal confrontation the group of 77 develop-
ing countries, formed in 1967, merits special mention. During the ten
years of its existence this group (now expanded to 114 countries) has
maintained internal cohesion.

There is no similar cohesion amongst the industrialised coun-
tries, and we should probably be thankful for that. Thus, European
countries are strikingly heterogeneous, and their attitudes towards
North-South negotiations mirror this diversity, The opposition to
concessions to the Third World is markedly greater in some countries
than in others. The Nordic countries, and Norway perhaps most
explicitly, support the ideas behind a New International Economic
Order with very tew reservations, We have certainly no illusions
about our ability to persuade other industrial countries to change
their attitudes, neither do we believe that we can change economic
relationships in the world. But the absence of a frozen frontier
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tion, marketing, consumption, stockholding, etc. are agreed along
with a decision to establish the Common Fund itself.

Given, however, that this particular clement, the Common
Fund, has become a test case of political will to move towards a New
Economic Order, there is no short-run alternative to supporting the
developing countries on this issue. But the matter must not be left at
that; alternative and supplementary solutions need to be considered.
The experience with the Export Stabilisation Scheme (Stabex) under
the Lomé agreement may be evaluated — systems of compensatory
financing kept in reserve.

Ultimately, however, developing countries must determine the
balance between production of agricultural raw materials and food
for export to industrial countries, and their population’s need for
food. Is food production profitable enough compared to production
for export? Will better prices for exported raw materials, of agricul-
tural or other origin, in fact improve incomes of those who actually
produce the commodities? There are many fields of research relating
to the raw material problem, but common to virtually all of them is an
element of speculation: how will small and big producers, traders,
investors, consumers, behave under circumstances that in many re-
spects differ from past experience? The effects of the New Economic
Order on earnings from export of raw materials can hardly be
assessed with any high degree of certainty or confidence.

Industrialivation and Technology

The New LEconomic Order incorporates the Lima Declaration’s
target that the share of developing countries in the world's industrial
output shall be raised from the present 7 per cent to 25 per cent by the
end of the century. To achieve this a series of specific policies have
been outlined, including free access for manufactured goods in the
markets of the induscrialised countries, and every etfort to ensure
that raw materials are processed where they are produced. The 25 per
cent goal may in fact be within reach. However, this might require a
large and steady inflow of capital and technology to the developing
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countries. The New Economic Order assumes that a large proportion
of the increased manufacturing output in the South would have to be
exported to the North. Given that it is a problem for which a solution
can be sought gradually over a 25-year period, it is hardly intractable
for the rich countries; yet, adjustment measures are clearly required.

While a strategy of industrialisation in developing countries
based on rapidly growing exports to rich countries may well be
regarded as a realistic and feasible alternative, there are many argu-
ments in favour of an industrial strategy which first of all aims at
meeting mass demand in the developing countries themselves: de-
mands for basic consumer goods, for agricultural tools and imple-
ments, for building materials and for many types of intermediate
products. Studies into the different features of alternative industrial
strategies are very much needed.

The claim is often made that technology, which already has been
developed, should be treated as a free good which should be trans-
ferred to developing countries at virtually zero ¢ost. In contrast, the
argument is advanced that there are high costs involved in the
development of new technologies and, therefore, there is a need to
earn profits on existing technologies in order to finance new ones.
The answer to this dilemma may have to be that industrialised
countries should allocate significant amounts of capital on conces-
sional terms to developing countries for commercial purchase of the
technology they need. However, for better or worse, transnational
corporations are in fact the most important vehicle for technology
transfers to the South, and their behaviour will remain the critical
factor. Developing countries may quite understandably wish to force
the transnationals to follow certain rules, but while they may be able
to impose rules, they may not succeed in getting the transnationals
actually to operate under such a set of rules. There is need for research
which could contribute towards the formulation of regulatory
frameworks within which operations of transnational corporations
could effectively be regulated without creating conditions which
would significantly deter those operations. The experience of Euro-



%0 EUROPE'S ROLE IN WORLD DEVELOPMENT

pean governments, which have been both base and host countries for
transnationals, should be examined in such studies.

Capital Transfers and Financial Issnes

The inflow of capital to the developing from the industrial
market economies represented by the members of the Development
Assistance Committee (Dac) has increased very substantially during
the 1970s from nearly $ 15 billion in 1970 to over $ 42 billion in 1977.
However, the growth in the flow of financial resources to developing
countries is more apparent than real, From 1970 to 1977 the amount
of official development assistance from Dac countries as a share of
their GNP remained practically stable at about one-third of one per
cent, while the flow of emergency finance climbed very rapidly in
order to cover the fast growing current balance of payments deficits
of the non-oil-exporting countries of the South. The financial prob-
lems of the South today, therefore, have two dimensions. There is not
only the need to accelerate the transfer of resources for the develop-
ment of poor countries, but also a growing necessity to take care of
their massive and growing short-term debt burden.

There is no open controversy about the New Economic Order
objective of increasing the transfer of resources from rich to poor
countries, and to improve the terms of such transfers. But when put
to the test at the national level in most industrialised countries, the
political will is lacking — or not effectively mobilised. Moreover, the
channels and means for resource transfers proposed by the develop-
ing countries are hotly disputed, including the demands for a restruc-
turing of the international monetary system, in particular the so-
called "link”, and the demand for sweeping, global negotiations of the
debt obligations of at least the weakest developing countries.

The debt re-negotiation issue has recently become extremely
important for many developing countries — and for their creditors in
the rich countries, not least the major banks. The South demands
global and automatic rules for such negotiations rather than ad hoc
arrangements resulting from negotiations with individual Third
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World countries one by one. The latter procedure gives the creditors
the upper hand and permits them to retain and strengthen their hold
on the debtors to a greater extent than sovereign developing coun-
tries find acceptable and reasonable. The pattern is clear: the South
wants to get certain rights established rather than to depend on
friendly, and paternalistic, gestures by the powerful countries from
case to case.

PROSPECTS AND OPTIONS

The North-South dialogue is as much a question of politics as of
economics, of sovereignty and independence as of levels of material
well-being and net flows’ resources. But political and economic inter-
ests — at least long-term interests — coincide in most respects. The
pressures by developing countries for a New Economic Order include
demands for a stronger voice in decisions in the international sphere
which directly affect their national interests, political and economic.
They demand more influence in the determination of strategies and
general policies of international bodies; more control over the opera-
tions of international institutions; more automaticity relating to
resource flows; generally more weight given to the vital needs of the
majority of the world's population living in their countries; wider
acceptance of these demands as matters of rights rather than conces-
sions granted grudgingly, condescendingly, paternalistically, or even
generously by the rich and powerful; the extension of arrangements
governing relations between unevenly developed regions and groups
within countries of the North to relations berween countries and
peoples of grossly unequal levels of development and standards of
living,

Without subscribing to Marxian theories it is nevertheless justi-
fied to state that in a free market economic system — or a capitalist
system — there is an inherent tendency for the already strong to
succeed, and for the successful to retain an immoderate share of the
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gains of economic progress. This tendency is to a large extent offset
by the fact that conditions within the induscrialised nations them-
selves have been fundamentally modified away from unregulated
markets by specific policy measures, in order to provide a safety net
for the weaker “players” in a free market system, and by far-reaching
institutional changes to organise countervailing power, in order to
ensure an acceptable or equitable balance as between different groups
within these countries.

The New Economic Order does not include a comprehensive
system of corresponding redistributive measures internationally.
The etfects of the New Economic Order as now debated, even if
accepted by all, in fact may be modest. Nevertheless, European
countries might well show more understanding for the claims of the
developing world. Some European countries are adamant in their
rejection of interventions in the operation of the international free
market, while at the same time they institute and operate drastic
market interventions inside their own countries, often for the same
types of goods. Less dogmatism and more pragmatism is desirable,
though it must be recognised that market interventions alone — like
free market forces alone — provide no panacea.

This leads us to the demand for larger transfers from rich to
poor countries. Such transfers would have two, not only one purpose.
The first, to supplement the attempts to improve the distribution of
benefits and trade between North and South. The second, to devote
some of the abundant richness of the North for economic and social
development in the South and to help reduce massive human misery
in the Third World.

The firsc purpose could be fulfilled not only by Stabex-type
programmes to offset failing export earnings, but also through
measures which would supplement programmes for stabilisation of
raw material earnings. Such measures could take the form of
transfers aimed at raising the incomes of the "direct” raw material
producers — notably small holders, but also wage earners in raw
material producing activities — through support programmes in-
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spired by the experience in industrialised countries. They would
constitute a link between the New Economic Order and the basic
needs strategy, but their main purpose would be to achieve what
cannot be accomplished through the Unctad raw materials pro-
gramme and other New Economic Order elements alone.

The second purpose is somewhat different. Such transfers would
not only constitute conventional "development assistance” aimed at
raising the productive potential of the developing countries, but also
aim to support internationally the same kind of welfare policies
which operate internally in some of the wealthy welfare srates.
Poorer countries could be helped to establish public services, such as
universal basic education and health programmes that almost exclu-
sively serve the poorer population groups, to an extent which is
impossible on the basis of their present national incomes and gov-
ernment revenues.

One of the aims of developing countries is to get the richer
countries to accept an obligation to provide "development assist-
ance” on the basis of some predetermined criteria. Many sources of
revenue have been suggested, such as the “link” between Special
Drawing Rights and development assistance, tax on the output from
the international seabed, taxes on international trade and transport,
etc. Why not adopt another approach — or a combination of both —
whereby the rich states may assume an obligation to finance wholly
or partly certain programmes and services for the benefit of the
poorest people in at least the poorer among the developing nations?
Tentative estimates of the costs of such programmes suggest that
international financing of such programmes on a very broad basis
would not require transfers from the rich countries of a magnitude
that would be beyond reach.

Europe should be able to take a lead in this field. More than other
parts of the industrialised world it has experimented with and carried
through programmes which broaden the opportunities of the econ-
omically weaker population groups, wherever they live in their own
countries. The principle is accepted nationally; is it so unrealistic to
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suggest that it could be made internationally acceptable too, if it were
advanced in the form of well-researched proposals?

The North-South negotiations will be protracted and will have
to deal with a whole range of complex issues. For the research
community it is essential to retain a sense of proportion and a high
degree of objectivity in the analysis of the propositions and argu-
ments advanced by the representatives of rich and poor nations alike.
By an elucidation of the issues and the working out of their implica-
tions the research community can contribute towards more construc-
tive negotiations in the different areas of North-South relations.
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From a Colonial Past to Asymmetrical Interde-
pendences: The Role of Europe in North-South
Relations

INTRODUCTION AND MAIN CONCLUSIONS (*)

Up to the late 1960s it was not by building on its colonial
heritage but by reconstructing itself from the war devastations and by
promoting the partial devolution of power back to Western Europe,
that the old continent contributed indirectly and positively to various
concerns which developing countries confronted in their external
sector. Yet, commencing with the present decade, and again as a
result of evolving Western European needs and interests, Europe
might prove to be one of the main stumbling blocks in meeting
various of the crucial developmental needs of developing nations as
they are affected by their relations with industrialised countries. In
some cases Europe will even tend to create conditions much less
attractive for the South than the latter’s relations with the two
super-powers. The contours of the North-South conflict might find
Western Europe in one of its crucial epicentres. It is not accidental
that various African leaders, although aware of the dangers from a
continued presence of Soviet influence in their continent, have com-

(*) Research assistance by Philippe de la Saussay.
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mented, after the recent military interventions of France, that Eu-
rope is attempting to "recolonise” Africa.

The indirect and positive contribution, during the twenty-five
years which followed World War II, was largely the outcome of two
factors. First, in the process of re-establishing its economic base from
the war, Western Europe had been promoting a multi-polar world
economic system, The dominant economic position of the U.S. was
partly diluted ro the advantage of the rest: a more diversified econ-
omic system spreads out the contents of economic power and, thus, it
dilutes its political impact. Furthermore, Europe, by not being a
world-wide force, offered — in specific cases — certain alternatives
(real or perceived) from the cold war implications of the two super-
powers. In various parts it was felt that "... better the predatory
powers of the past, than the super-powers of the present”. Second,
the continent’s growing economic needs added to the aggregate
demand for resources. This process induced, in turn, additional op-
tions and degrees of economic manoeuvrability for the less developed
countries.

In other parts, though, of the North-South relations, Western
Europe (particularly the larger European countries) were trying to
preserve part of the economic character and privileges of their
colonial past (e.g. the first and second Yaoundé Conventions). West-
ern Europe's economic expansion involved its presence in areas
where old colonial ties and present economic interests rendered her
an obstacle to necessary changes in the Third World.! Furthermore,
Europe — like the other industrialised countries — was quick to
appreciate and to exploit to its advantage a central axiom characteris-
ing international economic relations: the distribution of gains from
international trade and investment is not independent from the
power play scenarios of the international market mechanism.

After the late 1960s, Western Europe entered into a new phase
of relations. In its effort to translate interest into power, Europe has

' For a discussion of the British, West German and French roles in South Africa, see
K. L. Aldeman, Foresgn Palicy, 1977, p. 98 f,
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demonstrated a political will to develop new forms of association in
the North-South context. Among the complex — sometimes con-
flicting and others re-enforcing — factors which lead to this new
position, three stand out as pivotal.

First, the same structural resource deficiencies which inirially
pushed Europe towards its colonial adventures in the past, persist in
an even more acute way today. This structural weakness of Western
Europe brings it, as no other industrialised region (except for Japan),
into direct conflict with those resource-rich developing nations
which attempt not only to organise and bring under their effective
control the production and marketing of their resources, bur also
those who intend to promote development through the downstream
processing of primary inputs. Europe’s resource vulnerability in-
volves questions of long-run economic security based on an assured
access to inputs. It also involves issues of medium-term capacity for
capital accumulation due to the evolution of its external terms of
trade and the composition of its industrial activities. Trade-offs
between these distinct sets of interests could lead Europe, when it
cannot impose its own power, to achieve negotiated compromises.

Second, Western Europe constitutes, in trade relations, the weak
side in the Oecd triangle: U.S.-Japan-Western Europe, because it is
the only one which is facing large and growing trade deficits with
both of the other sides. Also, with respect to relative cost/ productivi-
ty comparisons in a number of mass consumed products, as well as in
certain key technological and sectoral specialisations, Europe (with
the exception, in various cases, of West Germany) is facing severe
competitive pressures from the other two industrial powers. This
overall growing trade deficit (which stems from North-North di-
verging interests), when it is coupled with the need for resource
intensive imports from developing countries, reduces Western Eu-
rope to an unpromising and tough partner in the North-South
context. The calls for "regulated free trade™ and protectionism in
Western Europe, both towards the rest of the North and towards the
South, are symptoms of the two above-mentioned sets of economic
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vulnerability which Western Europe faces vis-a-vis the rest of the
world.

Third, although Western Europe in general and the Eec in
particular constitute by far the principal overall trade partners of the
less developed nations, both in imports and exports (as compared to
the U.S., Japan, the Comecon countries and developing countries as a
whole), the old continent is the least integrated area with the grow-
ing industrial capacities and aspirations of the developing countries.
More than any other Oecd region, Western Europe’s economic rela-
tionship with the less developed countries is heavily rooted in the old
historical pattern: imports of primary and largely unprocessed goods
from the developing countries and exports to them of industrial
goods. For multiple reasons (including the structure of economic ties
left over by the colonial period, the relatively small or medium
economic size of each Western European country, the lack of natural
resources, the business policies and technological specialisation of
European transnationals, etc.), Western Europe has not cultivated
the type of political and economic ties which have enabled both the
U.S. and Japan to foment — in admittedly narrow geographic and
product areas — a closer industrial relation with the developing
nations. A certain change is beginning to show, though, for the West
German and to a lesser extent for the Dutch economies.

As a consequence of the above reasons and despite the rise of
progressive political forces in Europe (which have been both vocal
and instrumental in alleviating part of the repercussions of repres-
sive regimes in the Third World as far as human rights are con-
cerned), the old continent is likely in the future to play a negative role
in many of the key developmental strategies of the less developed
countries which relate to their external sector. Foreign politics, in
this sense, constitute a condensed form of economic interests, which
place Western Europe in direct opposition to many developing coun-
tries’ aspirations, regardless of the political parties ruling Western
Europe.

Before, though, we embark on justifying chis thesis, an impor-
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tant qualification needs to be introduced. The response of Western
Europe to developing nations for a restructuring of the world econ-
omy is not only highly complex, but also not uniform among its
member countries. Important variations exist according to the type
of European country one analyses and its historical ties with the rest
of the world, according to the different classes and group interests, as
well as within such classes and groups in each country, the issues
involved and the time period one evaluates.

The European position on the above matters has already dem-
onstrated important internal differences. On the one hand, there
exist the "hard liners” which include West Germany ( preoccupied by
the resource needs of its growing industrial economy and its expan-
sion as a world-wide economic power), France (with the relatively
stronger tendencies to linger on the colonial past and its lesser degree
of industrial integration with the developing nations, both in manu-
facturing imports and foreign investments), as well as the U.K. (with
a much quicker withdrawal from the colonial heritage, yet a much
higher vested interest in the operations of its transnationals in the
developing nations and a higher policy linkage with the U.S.
position).

At the other end of the spectrum one finds the "like minded”
smaller and more progressive countries (the Scandinavians and Hol-
land) who, nevertheless, have strong interests in the activities of
their own transnationals (particularly the Swedes and the Dutch), as
is also true with respect to the transnationals of the Swiss. Finally,
one encounters the Europeans non-activist in the North-South rela-
tions whose interests partly overlap with those of the South (in their
relations with the "European core™), and who therefore find them-
selves, both in primary resource needs and in manufacturing exports,
in conflict with the developing countries. The non-activists include
the "European periphery” (the Mediterranean countries and South-
ern Italy, Ireland, Finland, parts of Scotland, etc.).

The differences among various European positions become
even more specific and in a sense more meaningful if one differentiates
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between long-term goals (e.g. stable resource supplies and competi-
tion with other developed countries) and shorter term objectives
(adjustment policies to deal with production inefficiencies confront-
ing developing countries’ manufacturing exports). Similarly, impor-
tant differences exist between world-wide sub-contracting transna-
tionals with "run-away"” plants and organised labour in the develop-
ed nations or even between large retailing firms with international
sourcing activities and smaller firms also in the developed countries.
One also finds important sectoral differences among various types of
transnational enterprises. For example, diverging interests might
exist between the banking sector, which could be fostering the flow of
untapped finance capital to the developing nations, and some manu-
facturing transnationals which find their market positions threat-
ened by such financing of activities of other transnational com-
panies, state enterprises or other producers in the less developed
countries.

Thus, there is no single and uniform European position vis-a-vis
the developing nations. Instead, there is a set of complex considera-
tions with conflicting objectives and vested interests depending on
the circumstances and specific issues involyed.

Despite these differences, though, there exist certain common
overall characteristics which condition the various European posi-
tions. In what follows we will be concentrating on these “common”
underlying conditions.

Also, and in view of the length of this paper, we will have to
limir our analysis only to a certain degree of aggregation of Western
European attitudes: we will be dealing basically with country (rather
than class or group) positions and largely with those of the "hard-
liners.” The latter account for the largest part of the European involve-
ment with the less developed countries. Also, their position has, in
many instances, dominated the European profile towards the South.
This level of aggregation constitutes an important limitation, but it is
the only manageable one which will permirt us, within the length of
an article, to single out some key considerations.
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THE POST-WAR EVOLUTION OF EUROPE'S RELATIONS AND ATTITUDES
TOWARDS THE DEVELOPING COUNTRIES

The First Twenty-Five Years

Right from the initial discussion of the Atlantic Charter be-
tween Roosevelt and Churchill in 1941 and as exemplified in the
official U.S. circulation of the "Proposal for Trade and Employment
Expansion” in 1945, the Europeans (particularly the main colonial
powers) faced the imposition of U.S. terms in their future relations
with the developing nations. The U.S. orientation involved two
broad principles: (a) the promotion of formal political (as distinct
from economic) independence for the colonies; and (b) the reorgani-
sation of the world economy by reducing preference zones and by
promoting relatively more free trade.” (The first article of Gatt refers
to the latter principle despite Churchill's attempts to exclude from
the Atlantic Charter any reference to the abolition of the system of
commercial preferences).

The U.S. had three underlying motives in its position.” First, it
was to its interest to Latino-Americanise” Asia and Africa by ex-
panding its economic activities and political influence in areas which
were previously under the exclusive domain of European interven-
tion. Second, the U.S. was concerned about the historical connection,
which had existed in European wars, between the pursuit of econ-
omic autarky (as assisted by preference zones) and military aggression.
The third and probably the most important issue on the part of the
U.S. related to the political opportunities, offered to the US.S.R. by
the struggle against colonialism in the Third World. The U.S. was
basically concerned that the Soviet Union could exploit to its advan-
tage the efforts towards political independence in the underde-
veloped regions of the world,

Up to and including the 1960s, Western Burope attempted to

Clare Wilcox, 949
Oecd, Interfutares, 1977, p. 191
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TABLE 2
PERCENTAGE SHARE OF EUROPEAN FIRMS IN THE EXECUTION
OF CONTRACTS UP TO DECEMBER 31, 1976 OF THE 18T, 2ND AND 3RD
EUROPEAN DEVELOPMENT FUND

Countrics Wurk coneracrs Supply contragrs Tech nical co-operation

in which firms 1A oF value (1AM of value C15.8% of value All conracts
are registered of all contracts) of all Edf contrgets) of all Edf contracts)

France 43,3 411 28.4 42.0
West Germany 9.3 152 238 12,5
Traly 12y7 11.0 17.0 152
Belgium 4,7 7 12.2 6.2
Luxemburg 0.4 0.9 .8 0.7
The Netherlands 312 6.5 9.6 4.7
AASM/OCT 2445 16.0 7.3 20.5
Third countries — 22 - 0.3

Source: Gffresad fournad of the fropean Communitier, No. € 112, May 9, 1977

developing nations — not only the characteristics of a regional
economic power vis-a-vis the "South™ (like Jepan in Asia), but those
of a world-wide one (Table 1). Similarly, France maintained in the
mid-1970s the highest percentage of bilateral (as opposed to multi-
lateral) aid among all Dac countries.!! Also, through multilateral aid
channels, she attained by far the highest share of the volume of
contracts which are administered by the European Development
Fund for work, supply and technical co-operation tasks (for compara-
tive statistics see Table 2).

However, despirte such efforts of holding on to old historical ties
with some developing countries, the dynamics of economic evolution
(both in rerms of market size and level of industrial development,
and the relative resource availability in the less developed countries)
are proving to be far more potent factors in determining the nature
and magnitude of European relations with them. An anonymous
piece of 16th century writing, found in Peru, concluded: “"Where
there are mines, there are soldiers and consequently generals. And
where there are mines one can also find the gospel and hence God. In

' Qecd, Dac Review, 1977,
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the places where there are no mines, there are no generals nor God™.
The equivalent story applies nowadays with respect to markets and
natural resources in the developing nations. Where either or both of
them are present, there exist business opportunities and the latter
will attract the transnational enterprises. The corporate strategies of
these firms and the long-run economic and technological ties that
they can create for host countries with specific developed ones, can
radically change the previously existing composition of economic
relations.

In the case of Europe, such a change has taken place in view of
differentials in market growth rates, industrial capabilities and re-
source availabilities in the developing nations. For example, if pe-
troleum is excluded, Africa — with the predominant presence of ex-
European colonies — dropped in its share of developing countries’

TABLE 3

PERCENTAGE SHARE OF EUROPE'S IMPORTS (EXCLUDING PETROLEUM)
FROM DEVELOPING COUNTRIES: 1955, 1965, 1970, 1975

Total imports South and

\ s - Latin Y Middle .

lmports 1o from developing nations Africa i South-Fast - Total

in US 8 million Ameries Asip Fast
EUROPE
1955 7.978 4001 51.3 247 3.9 100.0
1965 11,937 362 36.0 23.0 4.8 100.0
1970 10,535 364 36.9 218 4.9 100.0
1975 34,456 26.8 39.6 281 5.5 100.0
EEC
1955 4,150 454 299 204 4.3 100.0
1965 5.900 dl.4 IN.0 17.0 5.0 100.0
1970 8.440 39.5 8.9 16.8 18 100.0
1979 22,070 30.8 %23 318 4.9 100.0
EFTA
1955 3,180 35.3 28.9 32.6 3.2 100.0
1965 3,450 33.5 29.6 297 52 100.0
1970 4,190 35.3 31.8 281 L8 100.0
1975 2,552 19.6 42.8 29.8 7.8 100.0
Source: From CEPAL (1978) based on statistics from Unctad, Yearbook of biternational Trade and Develop

ment Statirtics, 1976 and United Nations, Monthly Bulletin of Statistied, 1977
Notes The 1970 Eec figures are far the otiginal six members while 1975 refers to the present nine Fe¢ members
The 1470 Ffra figures include the 11K, and Denmark while 1975 excludes them
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exports to the Eec from a bit below half of the total in 1955 to less
than one-third in 1975. Instead, Latin America and South East Asia
(the latter especially in the 1970s) took the lead in Eec and European
imports. If the case of petroleum is included, then the Middle Eastern
share increases dramatically. Equivalent changes have also taken
place in the export structure of Europe, particulary towards the
petroleum producers as well as the newly industrialising less de-
veloped countries. (For a comparative evolution of the imporrts of
Europe, of the Eec and Efta, excluding petroleum, from the less
developed countries, see Table 3). Similarly, by 1971, French transna-
tionals had fewer manufacturing subsidiaries in French-speaking
Africa than they had in Latin America. The same was true for
Belgium-Luxembourg. 2

[n conclusion, the evolving relations of Europe with developing
countries during the first quarter of the post-war period, were condi-
tioned by a set of basic political and economic realities. The political
ones have been on the whole the area in which Europe was either
excluded or proved to be simply playing the role of a supporting
actor. In those cases, though, where Western European countries
intervened to maintain the privileges of the colonial past, they were
outweighed by the growing transnationalisation of the world econ-
omy. The effects of such European policies tended to be, on the whole,
more pronounced for the internal political structure of some Third
World countries, than on the evolution of the international economic
scene.

Within the political sphere, the main actors in determining
North-South relations were the U.S. and the U.S.S.R., or better the
former as a reaction to the latter. This was evident in the first decade
of the post-war period. During those years, political issues related to
the cold war were prevalent. In contrast, the economic significance of
the developing countries was — with the exception of being the
source for some essential primary inputs — rather limited. Also, the

12 1. Franko, 1975.
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cost of administering a foreign policy on development issues was
quite inexpensive. In contrast to the Marshall Plan for Europe, up to
1955 the cost of U.S. development assistance had scarcely averaged a
few million dollars per year.'

In the mid and late 1950s, two sets of, again, political issues
linked to the U.S.-U.S.S.R. rivalry, significantly increased the indus-
trialised countries” commitment to development matters. The U.S.
contribution to aid jumped from a few million dollars, to more than
U.S. 83 billion per year by the early 1960s. These political issues
referred, first, to the coming independence of several ex-colonies.
The first Black African country, Ghana, achieved its independence in
1956. Conditioning the political evolution of the newly independent
states, in competition with the U.S.S.R., was a key concern for the
U.S. The second political event was the Cuban Revolution which
linked the question of economic development ta that of continental
security. This, in turn, influenced greatly the US. position towards
the less developed nations. In all of these crucial cases, the effective
political role of Europe was basically peripheral, if present at all.

On the other hand, the economic realities presented a complete-
ly different picture for Western Europe. Although she maintained a
low political profile towards the Third World (except for some
aberrations like the first Yaoundé Convention), she continued to
significantly increase its economic commitment towards the develop-
ing nations. In so doing, European economic actors challenged the
hegemony and even surpassed in various cases the activities of U.S,
firms. In the next section we shall explore the magnitude and content
of this growing Western European involvement in the Third World.

The Extent and Composition of Europe’s New Encounter with the
Developing Conntries

During the late 1950s and the 1960s, the devolution of part of
the world's economic power back to Western Europe and the contin-

% Oecd, ap. cre., 1977, p. 21
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uous process of the latter’s prosperity created the basis for a multipo-
lar world economic structure, In specific economic areas, this multi-
polarity, as promoted by Western Europe, assisted the developing
countries in their external sector by creating competitive pressures
among the industrialised countries and their transnational economic
actors. With the entrance in the 1970s, though, a new scenario in
North-South relations evolved, and a novel role for Europe was
undertaken. Within this scenario economic conditions and economic
rivalries, both North-North and North-South, became much more
central. In contrast, traditional political rivalries between the U.S.
and the U.S.S.R. became secondary, except for the case of Africa. It
has often been argued that the two superpowers have reached an
alleged agreement or, at least, an understanding on the degree of
their competitive behaviour in the Third World.

Instead, Europe’s evolving interests with respect to its prosperi-
ty and economic survival bring it to the forefront of economicrivalry.
In this context, she is bound to play a central role in the North-South
conflict, in many cases much more pronounced than that of the two
superpowers. A weak Europe reduces the oprions of multipolarity in
the world economic system and thus negatively affects Third World
interests. A strong and consolidated Europe, in view of the structural
conditions (to be analysed below) which characterise its constituting
economies, will tend to create new forms of asymmetrical interde-
pendence with the South. Only a Europe in transition, a Europe
which — although prosperous and growing — is not totally in
command of its role wichin an evolving world economy, will tend to
provide alternatives and seek more meaningful formulas for the
South.

Western Europe’s Expanding Presence in Developing Nations

The economic and psychological demands of the European re-
construction from the war, and the rapid expansion of intra-Eec trade
after the Rome Treaty, gave several Europeans an illusion of privacy.
Yet, far from demonstrating insularity, the European experience
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implied a rapid economic expansion into the rest of the world.

Even if trade between the Eec members is excluded, Europe
appears to be, by far, the main customer of the world. Equally, it is the
largest exporter of goods. By the 1970s, the European Community
accounted for well over one-fifth of the world's exports and/or
imports (excluding the volume of intra-Eec trade). Adding up the
external trade of non-Eec European countries, the old continent
rapidly approaches one-third of the overall world trade. In contrast,
the equivalent share of U.S. imports dropped to 13.9 per cent by 1975,
and the Japanese increased to 8.3 per cent (Table 4). Similarly, and
although relationships between trade figures and the GDP are not
strictly comparable (since the former includes more than value added
estimates), they are indicative of the external dependence of each
economy. The Eec reports the highest such dependence in the world.
During the 1971-1975 period, imports and exports of goods and
services by the Eec accounted individually for well over one-quarter of
its GDP. The equivalent figure for North America (Canada and the
U.S.) was around 9 per cent, for Japan around 12 per cent and for the
developing countries as a whole between 20 and 30 per cent. !

With respect to the developing countries, the Eec represents
their main supplier as well as their main export market. By 1975, the
Eec exported to the developing nations 60 per cent more than the
equivalent value of trade from the U S, and imported from them over
73 per cent more than the U.S. Much larger differences existed in the
comparisons between the Eec/developing countries trade and that of
Japan or the Comecon countries with the developing countries (Table
5). Thus, at least as far as trade figures are concerned, the Eec (and
Europe as a whole, even more) have a higher orientation and more at
stake concerning what happens in the Third World than any other
country or group of countries in the industrialised world.

Even more important from the point of view of Western Euro-
pean interests is the fact that, excluding intra-Eec trade, developing

" Computed from UN, Department of Economic and Spcial Affairs, Yearbook of
National Accaonntr Statistics, various issues.
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TABLE 4

ABSOLUTE AND PERCENTAGE PARTICIPATION IN WORLD TRADE
(INTRA-EEC TRADE EXCLUDED)
(figures in US. § million)

Limpaores Expurts
jom2 1975 1972 1975

Counrries
Percentuge Percgnrage Percentage Percentage
Volume i world Volume  nworld  Volume  moworld Volume in world
rotal tejtal rostal total
Liec 72,946 22.8 155,600 223 73,130 237 150,497 225
| 2% 55,583 Lt 06,902 159 49,778 16.1 107,592 16.0
Japan 23482 | 73 57863 83 28657 93 55753 83
Sweden 8,062 2.3 18,030 2.6 8,759 28 17,343 27
Switzerland 8,482 2.0 13,275 19 6,807 2:3 12951 1.9

Source: Compured from Eurosear, Montddy Exvernad Trade Bultdton, Special Number, 1958:1976.

TABLE 5
COMPARATIVE TRADE STATISTICS OF THE EEC AND THE US.
WITH DEVELOPING NATIONS, 1975 (INTRA-EEC TRADE EXCLUDED)
(figures in US. 8 million)

Countrics Comparative figures Limsports Exports
Fec Total volume of trade with rest of the world
tintra-Eec  excluded) 151.501 149,068
Total trade with developing nations 68.278 58,160
o participation of developing nations in Eec wotal
external trade 43.00 39
LS, Total volume of trade with rest of the world
tintra-Eec  excluded) 96,441 106,157
Total trade with developing nations 39456 36,392
of participation of developing nations in Ee¢ toral
external trade 0.7 54.8
Lec/US. trade with developmp nations (percent figures) 175.04 159.82

Source: Computed from Oecd Triede By Cromomodieser, Senes By 1075,
Nute  The variations in some of the absolute figures between the dara uppearing in Tables 4 and 5 are due w
statistical differences among the rwo different sources ysed

countries constitute the main external source of supply for the Eec,
accounting for 45 per cent of the Community's external imports
(Table 5). Aggregate published statistics on the participation of
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TABLE 6

PERCENTAGE LEVEL OF OFFICIAL DEVELOPMENT ASSISTANCE
BY DAC COUNTRIES, 19653-1970

Average

Countries 19651067 1970 1976
France 12.7 14.3 15.7
LK 79 6.0 61
West Germany 7.5 8.8 10:1
The Netherlands 1.5 3.0 5.3
Belgium 1.5 1.8 2.5
Total Eec livted 3l.1 3.4 39.7
s 9.7 449 31,7
Sweden 0.9 1.7 44
Total Da T 1000 100.0

Somree: ulupulml from Oecd, Dae Kegeew, 1977

developing countries in world trade, tend to obscure their strategic
importance in the prosperity of Western Europe. Among these latter
countries, West Germany registers the highest volume of trade with
the developing countries (for comparative country statistics see
Table 9).

In the area of foreign direct investments in developing nations
during the 1970-1976 period, although the reported overall flows
from the U.S. accounted for about $ 22 billion and the Eec's for
slightly over $ 13 billion,!* the Community’s flows of foreign invest-
ments in the Third World manufacturing sector were matching if not
surpassing those of the U.S. The area which registered the largest
share in U.S. investments was the service sectot; it accounted for 43
per cent of the book value of the U.S. stock of foreign direct invest-
ments in developing countries in 1976.1

Among the Eec countries, the largest investor in the developing
nations is West Germany (accounting for about one-third of the Eec
total) followed very closely by the U.K. In contrast, France is progres-

5 Computed from UN., Center on Transnational Corporations, 1978, p. 249,
v Computed from UN., Center on Transnational Carporatsons, 1978, p. 243
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sively falling behind in foreign investments in developing countries
(inverse behaviour from that of its role in trade with them), while
Holland is about to match France in the volume of foreign invest-
ment flows to the Third World.

If the number of foreign subsidiaries is taken as an indicator, the
Eec-based transnationals are reported as having more than double the
number of affiliated firms in developing countries than U.S. enter-
prises.!” Even in areas traditionally dominated by U.S. interests, like
Latin America, the sales volume in the manufacturing sector of
European controlled firms in the mid-1970s was closely rivalling that
of U.S. firms.!8

Thus, in practically every major economic field (including for-
cign aid, where the Eec contribution has exceeded the U S. equivalent
by 1976 %), the presence of Western Europe is central if not domi-
nant in the developing nations' external sector.

The Separability of Power Elements

The elements of power, not only of Europe, but also of other
nations, have become distinctly separable in our times. This is true
even if countries try to link such power elements together in order to
improve their overall performance.?® The separability of power ele-
ments is felt in a particularly acute manner by Western Europe.

This is a consequence of Europe's fundamental and dual vulner-
ability: its economic survival depends on Middle Eastern oil and its
military survival requires the U.S. arms’ umbrella. When either of
these issues is seriously challenged, Europe is ready to compromise
and to offer concessions.?!

" European Economic Commission (19761

18C. V. Vaitsos, 1978,

""" Table 6 for comparative statistics.

" W.P. Bundy, 1977. i

" The threat and partial imposition of an oil embargo during the 1973 Arab-Israeli
war forced the U.S. Nato allies in Europe — except for Portugal — to deny rransit facilities
for US. military assistance to lsrael.
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There is another area of European dependence. Although in the
short run it does not create the immediate vulnerability caused by oil
and military security, in the medium and longer run, it will seriously
affect the continent’s relations with the South. It concerns Western
Europe's relative lack of mineral and commodity resources. Unlike
the US., the USS.R., Canada and Australia (who are net overall
resource exporters), Europe's prosperity (like that of Japan) depends
significantly on its continuous and secure access to these resources
from the rest of the world.

This resource dependence — which is a permanent feature of
the Western European needs, and not a passing phenomenon — 1s
evident from the composition of the Eec's import bill. About one-
third involved energy goods totalling $48 billion in 1975 and more
than one-quarter referred to unprocessed minerals and materials
(excluding oil products) and food substances (see Table 7 for compar-
ative figures between the Eec and the US.). Both the absolute level
and the growth rate of raw material imports (excluding petroleum
and petroleum products), by the Eec have been much higher than the
U.S. equivalents.”

TABLE 7

COMPARATIVE PERCENTAGE DISTRIBUTION OF IMPORTS
OF THE EEC AND THE US.: 1973, 1974, 1975

L LS

SITC categories of gisds

1973 1974 1073 1973 1974 1075
Food, beverages and tobacco (0-1) 174 11.8 134 1 10 10}
Minerals and other marterials (2+4) 18.2 16.3 1445 7 (6] (6]
Lnergy goods (3) 19.0 326 313 12 20 27
Chemicals (5) 45 4.4 1.3 1 i !
Muanufactured goods (6) 14.3 16.2 14.8 |18 | & 15
Machinery and transport equipment (7) 14.4 11.7 135 30 24 2%
Miscellaneous (8+49) 8.2 7.0 R0 15 12 13
Toral 100} 100 100 100 100 100

Souree: Computed from Oeed, Trade by Commoditier, Series B, 1975

In 1972 such imports by the Eec (excluding trade among its member countries)
accounted for $ 12,832 million, By 1975 they had increased by 60 per cent to reach § 21317
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The European overall dependence on imported primary mate-
rials and agricultural goods is also reflected in its export profile. The
tive SITC categories of industrial goods (5+6+748+9) accounted for
nearly 90 per cent of European exports by the mid-1970s. In contrast,
the US. was exporting nearly 30 per cent of its total primary pro-
ducts. To pay for its raw material imports the Eec is by far the largest
exporter of industrial goods in the world (Table 8).

With respect to the composition of Western Europe’s imports
from developing nations, petroleum and petroleum products ac-
counted for well over half of the total import bill in the mid-1970s.
The second most important group of products is commodities (close
to or over one-fifth of all imports from developing nations) while,
interestingly enough, mineral imports were trailing behind manufac-
tured imports from less developed countries. Among Western Euro-
pean countries, West Germany is the largest importer from develop-
ing countries, and — in respect of oil — France is the second largest.
The distinguishing characteristics of the U.S. import structure from
the less developed countries, as compared to the main European
economies, are: (a) its much heavier absolute and relative reliance on
manufactured imports and (b) its much lesser dependence on miner-
als. In the case of manufacturers, the U.S. economy imports 75 per

TABLE 8
EXPORTS OF MANUFACTURED GOODS (SITC CATEGORIES 5+6+7+849)
TO THE WORLD FROM THE EEC, THE US. AND JAPAN, 1972-1975

(figures in US. § million)

Comineries 1972 1975
Lec 63,743 131,425
s 36,138 75,628
Japan 27413 53,899

Source: Burostar, Monthdy Externad Bulletin, Special Number, [U48-1976,

million. In contrast the 1S, imported in 1972 raw materials texcluding petroleum and
petroleum products) in the order of $4,039 million. In 1975 they stood at $6,112 million
afrer registering a 55 per cent increase, Computed from Eurostat, Montbly External Trade
Budletin, Special Number, 1958-1976
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cent more from the developing countries than do West Germany,
U.K. and France put together (for comparative statistics see Table 9).

In the case of Western Europe, a more disaggregate product
analysis indicates that the commodities for which imports accounted
for 40 per cent or more of its consumption involved: maize, coffee,
cocoa, tea, cotton, jute, wool, hard fibres and natural rubber. From
these products, the cases for which four exporting countries (devel-
oped and developing ones) accounted in 1972 for 75 per cent or more
of total world exports, involved the following: maize, cocoa, tea, jute,
wool and natural rubber.

In each of the cases of minerals listed, except for iron ore,
Europe has a share of imports to its total consumption of 40 per cent
or more. In many of them, the dependence on foreign (developed and
developing nations) sources i1s absolute. Yet, the cases for which
imports from developing countries account for 40 per cent or more of
the European consumption involve the following: copper, tin, man-
ganese, phosphate rock and tungsten (Table 10).

On account of this resource dependence. Europe is likely to play
a significant and largely negative role in the efforts of those (Third
World) countries which will try to organise and bring under their
effective control the production, pricing and downstream processing
of primary inputs. On the other hand, Europe will find it within its
interests, particularly if aggregate demand picks up again in the
West, to offer concessions for stabilising — e¢ven if at slightly higher
monetary and un-indexed prices — the export earnings of Third
World primary producers. Such a policy will be in exchange for
avoiding disruptive effects that other alternatives might imply for
the European economies. The proposal, recently floated by the West
German Chancellor, to include the copper of Zaire and Zambia in the
European Community export earnings stabilisation scheme,”* could
have a dual effect. It could offer certain short-run concessions to the
ailing economies of those two countries, drawing them closer to the

U Frnancial Times, July 3, 1978
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TaBsLe 1)

DEPENDENCE OF THE ECONOMIES OF EUROPE,
THE US. AND JAPAN ON PRIMARY PRODUCT IMPORTS FROM THE REST
OF THE WORLD AND FROM DEVELOPING NATIONS, 1972

(figures in US. § million)

Western Europe LIS Japan
Nis — —
1972 of woutries Fec Oced Eurape
Producty world supplying dependence:  Imports fromy lmports Imports;
exports 7597 uf world Impores ) dev: nations, Consump Consump
exports Comsumip, Consump. ¥
W heat 4,300 4 3
Maize 2,298 4 42
Rice 1,120 [ 34
Sugar EARE: 12 0-8
Cotfee 3,049 10 100
Cocoa 723 i 100
Tea 743 1 100
Cortton 2828 17 100
Jure & manul. 762 2 100
Wool 1,340 3 92
Hard fibres 87 3 100
Rubber (natural) OO 2 100
Copper 4,114 8 93 a0 17 0
Lead LS 10 75 14 19 76
Zine 862 11 Al 9 35 50
Tin 7a0 i 6 i | 00 a7
Bauxire Alumina 914 10 51 14 fate) 100
Aluminium 2 14 23
lron ore 2,608 7 37 28 32 04
Chromium g 21 100 100
Muanganese R 54 95 90
Nickel 86 8 a0 100
Phnsphme rock 100* 53 Net expirter OO
Tungsten 100* 39 42 100

Source: Computed from U8 Councdl on Internativnal Economic Poliey, Apecadd Report, Crtacal Tmported Manieralr,
December 1074, Fao, Trade Yearbivok, 1972; Soec, Stuténticy, 1971-1973
Mote: *  UOecd Burope

area of direct European influence.”' At the same time, though it will
provide the coup de grice for Cipec (the association of the main

S the medium and longer run, though, the nature of this stabilisation scheme,
unrclated o the prices of manufactured goods, could trn against the interest of the
participating developing countries. See A. Emmanuel, 1970.
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tors and has long been considered by the Department of Agriculture
to promote, through a U.S. initiative, the creation of a wheat export
cartel. With forms of co-operation similar ro Opec's, it has been
proposed that such an international cartel be arranged among che
four main wheat exporting countries (i.e., U.S., Canada, Australia and
Argentina).*” As for Japan, she has already promoted inter-govern-
mental long-run resource supply contracts. The participation of Jap-
anese private firms is often undertaken in consonance with Miti's set
policies, and after broad agreements have been settled among public
authorites. Thus, in the future the European hard-liners might devel-
op into Oecd hard-liners in this area.

A set of additional considerations arise when one combines the
existence of (a) relatively small or medium-s zed European domestic
markets with (b) the presence of a number of large transnational
enterprises for which not only the origins but also their corporate
overheads are concentrated in their home countries.

First, as European transnational companies obtain a substan-
tial, if not the dominant part of their earnings, from their foreign
operations (since their home markets are small), they are likely to
intervene more actively to try and influence the foreign policy formu-
lation of their governments in favour of their private interests. (In
the case of the UK., more than 50 per cent of the country's overall
business savings are linked to the foreign operations of British
firms),*

Second, for various reasons the smaller the home market is, the
stronger will be the tendency to link international expansion and
exports to foreign direct investments through a tied strucrure of
inter-affiliate relations. Empirical evidence exists which confirms, in
the case of foreign subsidiaries operating in Latin America, that
transnationals originating from small European countries (like
Switzerland, Sweden and Holland) have a much higher rate of tying
inter-affiliate trade transactions to their parents’ home economy

Woarbiingeon Puve, Seprember 1974

W Unetad, 1977




SPEECHES DELIVERED IN PLENARY SESSIONS 61

than either the U.S. firms or those belonging to the larger European
countries.?”

Third, the asymmertrical distribution of business activities (with
consolidated production and sales spread out internationally while
the corporate overhead is concentrated in the home country), implies
a much more acute exercising of transfer pricing practices among
transnationals which have a small home market. Through such
corporate accounting practices, the rest of the world contributes not
only to capital accumulation via the reinvestment of business savings
and government earnings in the home country of transnational
corporations; it also contributes directly — through fiscal losses of
the rest — to the level of income, size of employment and overall
level of activities in the home economy of the parent firms.*

The Effects of Faltering Economic Growth and Increased Competi-
tion among the Developed Countries and their Economic Actors

For Western Europe, as well as for other countries, the persist-
ing economic slowdown and the combination of structural unems-
ployment-cum-inflation in the 1970s, have created two mutually
reinforcing processes: economic problems have become sharper as
political institutions have become weaker. Such an evolution is se-
riously limiting both the willingness and the capacity of governments
in the industrialised countries to advance constructively in negotiat-
ing the proposals presented by developing nations.

Among the Oecd members, the above concerns are felt in a
particularly pronounced manner by Western Europe. This is not
simply the effect of a few well-organised groups which can amplify
the implications of their causes in view of (a) the relatively small
margins by which ruling parties have come to power in Europe, and
(b) the small and medium economicsize of each individual European
economy. Instead, it is a result of more structural reasons. Of these,
the following two are central.

" CNV, Vaitsos, 1978,
‘" For a theoretical and empirical analysis of this issue, see C.V. Vairsos, 1974



62 EUROPE'S ROLE IN WORLD DEVELOPMENT

First, intermingled with the overall and European North-South
issues, the economic problems which the old continent faces with the
other industrialised countries will prove to be crucial for Europe’s
position towards the less developed countries. In the triangular
relationship berween the Eec, North America and Japan, the former
(as noted earlier) is the only one which registers significant and
increasing commercial deficits with both the other vertices of the
triangle (see figures in Table 11). As a result of these deficits both at
the macro level (e.g. overall balance of payments management) and
in sectoral cases (e.g. steel, electronics, etc.), Western Europe will
tend to show much less of a flexibility towards the developing
nations’ aspirations than other industrialised countries.

In fact, the proclaimed commercial “threat” of the Third World
manufactured exports to the Eec turns out, at the aggregate level, to
be clearly the residual of the latter’s other trade relations with the rest
of the industrialised countries.*!

Europe’s production and technological competitiveness faces
much more serious structural threats, both quantitatively and qualita-
tively, from the U.S. and Japan. This is true both in strategic sectors
(such as electronics, aviation, computers) and in high volume, rela-
tively low technology sectors (such as automobiles). A clear example
of this residual nature of the “threat” from the Third World is the
iron and steel industry. In the past few years, repeated references
have been made about the risks confronting the European industry in
this sector in view of the export operations of developing nations.
Yert, in 1970, the combined Eec imports of iron and steel products
(SITC category No. 67) from developing nations accounted for only 2
per cent of the Community’s imports from the world. In 1975 the
corresponding figure was 2.5 per cent."’

The second crucial issue refers to the development of certain

U ltis only o the clothing sector that imports trom the developing nations account
for asigniticant part of Fec world imports. In 1973, the corresponding percentage was 24.3.
In textiles it was 111 per cent, in electronies 3.1 per cent and it was much smaller in other
sectors. Qecd, Trade by Commindition, Series L 1975

S Data come from Oecd, Trade by Comminduter, Series €, 1970-1975,
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TABLE 11
TRIANGULAR TRADE AMONG THE EEC, JAPAN AND NORTH AMERICA
1970, 1974, 1975
(figures in LS. § million of Fob exports)

Trade relations 170 574 1975
Exports from Japan to the Eec 1,860 5.160 5.670
Exports from the Eec to Japan 1,370 3,280 2,760
Eec deficit 490 1,880 2910
Exports from North America to the Eec 13,770 20,045 20,680
Exports from the Eec to Norch America 10,580 21,920 19,510
Eec deficit 3.190 4,125 7,170
Exports from Japan to North America 6,580 14,520 12,400
Exports from North America to Japan 5410 12,855 11,520
North America’s deficir 1,170 1,665 850

Sources From Oeed (1977 p 100 based on Gare duta

production conditions which imply the presence of structural unem-
ployment in the industrialised countries if certain acceptable limits of
inflationary rates are maintained.

It has been observed for some time now, that there exists a
tendency for a reduction in the share of manufacturing output and its
employment, when real income reaches a certain level in a country.
What is important in the case of Europe is that even the absolute
level of industrial employment started to decrease by 1970. This took
place before either the developing nations” “manufactures export
boom™ or the economic slowdown in the industrialised countries
commenced. Employment in the Eec manufacturing sector stood at
abour 30,500,000 in 1970, dropped to less than 30,100,000 in 1973
and stood at 28,352,000 by 1976. In contrast, manufacturing em-
ployment in North America continued to increase up to and includ-
ing 1974." For countries like the U.K., though, the decline in manu-
facturing employment had started from the 1960s. Furthermore,
more disaggregate data at the sectoral level indicate the following:
the relative participation in the total industrial employment of the

** See reterences in Tinbergen, 1978,
Oecd, Labour Force Statintics, 1977,
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sectors in which developing nations’ exports were the highest in the
1970s, had changed much more significantly in the developed coun-
tries before such exports took place during the 1960s. The percentage
decreases in those years in the employment share of sectors such as
clothing, leather and textiles tended to be (a) more substantial for
many European countries than for the U.S. and Japan, and (b) higher
during the 1960s than in the 1970s.%°

Such structural conditions confronting Western European econ-
omies are likely to afford very limited political elasticity for negotiat-
ed concessions to developing countries. Regardless of the polirical
parties in power, the combined effects of large trade deficits and
increased competition from the other countries of the North and
secular unemployment problems at home, will limit severely the
options for better conditions hoped for by the Third World.

The Shaping of Future Western European Relations with Developing
Countries

In the previous pages we discussed the setting upon which the
evolving position of Western Europe in the world economy is condi-
tioning its relations with developing nations. This included (a) the
very heavy involvement of Western Europe in Third World trade,
investment and related areas; (b) Europe's scructural dependence on
foreign-originated resources and primary products; (¢) the effects of
small and medium-sized individual home economies, and (d) the
effects on the relations with developing nations caused by Western
Europe’s trade deficits and competitive position vis-a-vis the other
major Oecd countries as well as the implications of faltering econ-
omic growth. With this background in mind, three further central issues
need to be examined on Western Europe’s future attitude and posi-
tion towards the developing countries” aspirations in the manage-
ment of their external sector. These include (1) Western Europe's
position on a new industrial division of labour in the world economy;

W hidem.
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(2) Western Europe's reaction to the "commercial threats” created by
Third World manufactures’ exports; and (3) the nature of Western
Europe’s "new economic deals” with the developing countries.

Western Europe’s Position on a New Industrial Division of Labour

In the manufacturing sector there exist two product groups
which, in quantitative terms, have the possibility for the most vol-
uminous relocation of industrial activities to Third World countries.
In both of them, European interests present particularly conflictive
positions with the aspirations for a larger developing nations’ partic-
ipation. These two areas concern (a) the processing of unwrought
non-ferrous metals and (b) the production of primary and secondary
petrochemical products.

The first category (which includes metals such as copper, tin,
lead, zinc, nickel, bauxite, etc,) ranks second only to petroleum ex-
ports from the developing countries. The prior processing of these
products in the Third World confronts two fundamental difficulties.
First, all of the industrialised countries have set up a cascading
structure of tariff and non tariff barriers which strongly discriminate
against industrial operations in the developing nations. Second, the
technology, and in many cases the commercialisation of products
from downstream processing of these mertals, are often controlled by
industrial countries-based and vertically integrated transnational en-
terprises. These will strongly object and reluctantly transfer their
processing skills to the developing countries. Such an outcome might
severely affect a strategic concern of transnational corporations,
namely their control over their sources of inputs supply.

According to data prepared by the Secretariat of Unctad, it can
be deduced that the primary candidate for a conflict between the
North and the South in this area is the Eec, which accounts for well
over half of developing countries’ exports of unwrought non-ferrous
metals to the industrialised world, excluding the centrally planned
economies. The U.S. and the Japanese imports from the developing
nations account, individually, for less than one-third of the volume ot
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TABLE 12

INDUSTRIALISED CONTRIES IMPORTSOF UNWROUGHT NON-FERROUSMETALS
FROM THIRD WORLD COUNTRILES, 1973
(higures in US. 8§ million}

United Kingdom 447
West Germany 460
Benelux 604
lealy 381
France 321
Total of Eec countries listed 2,213
Unirted States 122
Japan 678
Other developed countries 270
Total 3,883

Sourde: Uncrad

Eec imports in this area (for the 1973 statistics see Table 12).

Arguments against the relocation of metal processing to the
developing nations often point out that such activities usually require
high energy intensive operations. Such an objection, though. is cer-
rainly not valid for keeping metal processing in Europe and Japan.
Both of them are highly energy deficient. Contrary to what is happen-
ing in Japan — where long-run government planning and policy
commitments will, in the future, be moving smelting and other
processing activities to the developing nations *¢ — Western Europe
continues to leave the initiative in this area basically to its transna-
tional enterprises. For the reasons mentioned above, they will, in
general, strongly object to any serious activity relocation to the
developing countries.

As distinct from what is projected for the case of oil refineries —
in which for multiple reasons, at least two-thirds of projected capaci-

O Mit, 1974
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ty in the coming years will be in the oil importing countries ' in the
case of petrochemicals, a major threat to existing industrialised
nations based operations might be brewing. This is due to the in-
vestment plans of the oil producing countries, including the new-
comers, U.K. and Mexico.*® Such plans could lead to "... the biggest
shifts in the international division of industrial labour ever seen in
any industrial branch™.* It could also, though, lead to "a lot of rusting
chemical cathedrals in the desert”. "

More than the availability of technology and investment funds,
the key issues involved are: (a) who controls the (import) markets
and (b) how will excess capacity affect prices and the need to "organ-
ise” the markets. (For a representative petrochemical product, ethy-
lene, world consumption for 1985 is expected to be 45 million tons
per year. Production capacity — given a conservative estimate of
present investment plans — is forecasted to be about 70 million tons,
which is double the 1976 level). "

For reasons of geographic proximity — a key issue in many
difficult-to-transport petrochemicals — Europe’s position will be
central vis-a-vis the Middle Eastern producers. Already the Arab
League representatives proposed, in June 1977, a tariff arrangement
for the Eec market comparable to the Gatt multi-fibre agreement.
Except for pollution considerations, the European reaction has been
far from welcoming the prospects of having competitive petrochem-
ical plants on the other side of the Mediterranean.

In the case of labour intensive manufacturing products, two
main areas of activity are presently of interest: consumer final prod-
ucts and component sub-contracting. In the first case, the die has
already been cast with the multi-fibre agreement coupled with
bilateral "freezing accords” imposed by the industrial countries on
the volumes of developing nations’ exports.

1. Defontenay. Pétrole Information, 1975
* "Towards the Chemical Glut”, The Economat, July 2, 1977, pp. 68-69
“ See comments and discussion in Qecd, Imterfuiures, 1977, p. 47 |
0 The Economist, op. cit
W Chemical Insight, as quoted by Oecd, Interfutures, 1977, p. 50
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Such a scenario is likely to be extended from textiles and clothing
to cover products such as electronic consumer goods and automobiles.
In the latter case, present policies of some European countries against
car imports from Japan are likely to be extended, in the 1980s, to
countries like India and particularly South Korea. Both of them —
distinct from the Latin American experience — are attempting to
promote independent and national, racher than transnationally-con-
trolled, automobile industries. Central in this strategy of national
ownerships and control is the objective, at least for South Korea, to
promote exports to the industrialised nations.

In the area of sub-contracting in the developing countries, what
is taking place is a variation of the intra-industry (rather than inter-
industry) specialisation which also characterises trade among indus-
trialised nations. The difference, though, in the case of the develop-
ing countries is that, behind the veil of intra-industry specialisation
among countries, the intra-firm transactions operate within the
activities of the developed countries-controlled transnational enter-
prises. In the whole issue of sub-contracting in developing countries,
there exist certain important differences between the conduct of
Europe and that of the U.S. and Japan. We will explore these differ-
ences together with other issues in the following section.

Manufactured Exports from Developing Countries and the "Com-
mercial Threats” to Western Europe

The dramatic increase in the rate of manufactured exports from
some developing nations which started in 1972, and the repercus-
sions of economic slowdown in Oecd countries beginning in 1974,
created major political reactions in the industrialised countries
vis-d-vis the developing nations. The concern of seeing the Third
World on the road to development, is presented as being directly in
conflict with the interests of the industrial countries in their com-
mercial, income and employment levels. ' Discriminatory trade prac-

Fonwancral Tiomes, March 7, 1978, and The ,'-,.u:.lu;_a,ln,r__]unc 10, 1978.
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tices erected against the developing countries (particularly through
non-tariff barriers) have proved to be much more common and
powerful than the General System of Preferences. Official positions,
even among the more progressive European governments, began to
harden vis-a-vis the developing nations. Although the developing
countries’ export growth was (a) concentrated in a relatively small
number of products 4, (b) originated basically from less than a hand-
ful of countries “ and (¢) had several economic actors from the
industrialised nations directly involved and reaping the benefits from
such trade %3, it was considered as a dangerous omen of what the
future could imply for a direct North-South conflict.

In order to put into perspective the size and importance of the
commercial “threat” of developing nations’ manufactured exports,
this needs to be contrasted with the Eec's GDP. Such developing
countries exports, which — it should be noted — include compo-
nents and other inputs originating from Europe, accounted for less
than 1 per cent of GDP of major Eec countries. The same was also
true for the U.S. economy (Table 13). Furthermore, it needs to be

TaBLE 13
DEVELOPING NATIONS MANUFACTURED IMPORTS
IN MAJOR INDUSTRIALISED COUNTRIES AS A PERCENTAGE
OF THE LATTER'S GDP

Counrry 1962 1972 1975
France 0.59 032 0.50
West Germany 0.25 052 0.85
UK. .66 (.78 0.89
.5 0.13 0,37 0.75

Source, Commissariat Général du Plan (1978) based on Uncrad statisties

v Four categories of products (clothing, leather goods, electrical and miscellaneous
goods) accounted for well over two-thirds of the developing nations” manufuactured export
inerease,

Vi Three sources (South Korea, Mexico and Hong Kong) kecounted for nearly halfof
the export increase in the 1970-1978 period. See Uncrad, 1978,

" On welfare matters, with respect to the international distribution of benefits, the
following issues are worth keeping in mind. In addition to the effects on industrial nations’



70 EUROPE'S ROLE IN WORLD DEVELOPMENT

understood that despite the increased industrial activities in the
Third World, their mid-1970s share in the manufacturing value
added (not production) of the world's total, had hardly changed from
the corresponding developing nations’ participation in 1948. In the
immediate post-war period, it was 7,3 per cent, and in 1973 it was 7.6
per cent.**

With respect to employment, the presumed export “threat”
from the Third World has attracted particular attention, to a large
extent because such exports concentrated in a narrow range of prod-
ucts, which frequently affected very specific and depressed geogra-
phic regions within the industrialised countries. Yet, cyclical and
(more importantly) structural reasons in the employment composi-
tion and its level in the industrial nations, far outweigh any employ-
ment effects that developing nations’ exports might have had (as
noted above). In the case of West Germany, which was the largest
importer of developing countries’ manufactures in Europe, the net
displacement of labour which could directly be attributed to the
increase of such imports from the developing nations amounted to
about 132,000 jobs for the whole period 1962-1975. This figure is less
than the impacr on labour displacement due to technical progress in
the German industry.*” Furthermore, developing countries’ manufac-
tured exports not only include a heavy import content from the
industrialised nations, they also permit additional industrial exports
inother sectors from the developed countries, by affecting the aggre-
gate balance-of-payments constraint of Third World countries.

consumers, the recent developing nations” export performance does not simply imply a
conflict of interest berween the newly industrialising countries and the developed ones,
Rarher, it often involves the competitive behaviour of different transnational corporations
with sub-contracting operations in low-wage areas as well us a competition between a few
large firms in the industrial nations (basically recail and trading firms) and smaller pro-
ducers also in the developed countries. The very liberal terms offered o foreign industrial
firms in export platforms by developing nations and the monopsony power of the large
retail firms which dominare their trade area, significantly reduce the net benefits accruing
to the exporting developing nations.

0 See Unctad data as analysed by Oecd, Interfutures, 1977, p. 8.

¥ The Economist, June 10, 1978, p. 85 and DIW Wochenbericht, January 15, 1978,
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The key difference between, on the one hand, the U.S. and Japan
and, on the other, Western Europe, stems from the composition of
their imports. Among the Oecd members, Western LEurope is the
least integrated area with the manufacturing export activities of the
developing countries. Among the major European countries, France
is the least integrated with the development of the export manutac-
turing capabilities of the Third World. In Table 14, the data presented
refer to the exports of 422 groups of manufacturing products which
accounted (according to Unctad statistics) for the bulk of such devel-
oping nations’ exports during the 1970s. According to these data, the
U.S. and Japan obtained respectively, 16.7 per cent and 18 per cent of
their world manufacturing imports from the developing countries in
1976. In contrast, for each one of the Eec countries, the corresponding
figure was less than 10 per cent and for most of them it was in the 5
per cent range. The differences between the Eec and the U.S. plus
Japan become much more pronounced for the 85 faster growing
categories of developing nations’ exports. Finally, the growth rates in
the share of developing countries’ manufacturing exports relative to
such world exports destined for the markets of the industrialised
countries in the 1970s, were spectacular for Japan, high for the U.S.,

Taste 14

DEVELOPING NATIONS EXPORTS TO THE MAIN INDUSTRIALISED COUNTRIES
IN 422 MAJOR CATEGORIES OF MANUFACTURING PRODUCTS

Share of the 55 ftastest Corowth rates berweers
Tmporting Share s
. : = EFOWINg categories 19701078 an the shure
LUy uf manutactuning (1) 3 3
af manutacturing 2 of munubactunimg (3
Japan 18.0 211 157
s 16.7 27.3 S0
UK 8.5 13.2 3
lraly 5.5 6.0 il
France 4.3 3.7 0
The Netherlands 3.9 5.7 80
West Germany & 14.0) 59

Seartee Commputed from Unctad, Dy wamee Praduces i the Exporti of Manafactired Grody from Doy el ping Canpirg
t Dvvelofed Murker-Econamy Conttieres. 1970 to (976, March 1978

Nates, (1) Impores from developing countries as @ percentage of tatal manufaciuring imgerts trom the warld (1970)
(20 Imports from developing countries as & percentage of toal such manufacturing mpores from the warld
(1976
(31 Imports from developing countries, relative to such imports from the world
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West Germany and the Netherlands, and totally insignificant or zero
for the U.K. and France.

The reasons behind this type of European performance can be
read from two levels of analysis. First, the structure of the old
continent’s aggregate import statistics in manufactures indicates that
the nature of Europe’s production ties her basically to the industrial
activities of its constituting economies (intra-European trade) and to
the other Oecd countries (mainly the U.S. and Japan) than to the
developing nations. Second, the corporate strategies of European-
based transnational enterprises demonstrate, in certain specific areas
of locational diversification, very marked differences from those
followed by their U.S. and Japanese counterparts,

First we present the case of aggregate trade statistics. As shown
in Table 15, the major exporter of manufactures to the Eec countries
1s another Eec member, West Germany. In 1976, this country export-
ed to the other Eec members about four times the total value of
manufacturing that the whole of the Third World exported to all of
the Eec area, including Germany. Also, in the 1970-1976 period, the
rate of growth of developing nations’ manufactured exports to the
Eec, although very high, was still smaller than that of Japan's to the

TABLT 15
ELUROPEAN IMPORTS OF MANUFACTURES FROM SELECTED AREAS, 1970-1976
(Cit figures in UK § million)

; Wesr
Exporets from France 'K P Sweden switzerland Lex
PELTTLATI

1970 256 703 S04 125 101 1,961
1976 1,247 246Y 3,378 507 390) 9.750

Developing nations

US 1970 1,345 2,004 2002 143 419 7.885
. 1076 Al 104 1,380 1.010 790) 17,159
1970 171 240 108 134 1,343

Japan

1976 1.197 11347 2087 399 376 6,720

1970 3,669 b 172 1,705 13,391

West Germ: : !
2% MeEna) 1976 10,610 4.344 3,259 3651 37734

Scinree: Computed from Oweed, Traide by Comemndrtion, Series I, 197001976
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TABLE 16
BILATERAL TRADE FLOWS OF MANUFACTURED GOODS BETWEEN THE ELC,
JAPAN AND NORTH AMERICA: 1972, 1974, 1975
(figures in US. § billion)

Biluteral rrade fliws 1972 1974 1075
Exports from Japan to the Eec 3.07 545 5.30
Exports from the Eec to Japan 145 279 2.27
Eec deficit to Japan |.62 266 3.03
Exports from North America to the Eec H.5% 14169 15.08
Exports from the Eec to North America 1285 19.00 16.85
Eec surplus with North America 430 .31 1.77
Source Oecd, Tterfatnres, 1977, hased on Gare and Uneead daty

Eec. (Japan has been pushing exports to Europe us an explicit policy
to reduce its dependence on the U.S. market). Furthermore, although
the growth rate of developing countries” manufactured exports to the
Eec was higher than that of the U.S., the latter still exported nearly
twice the total equivalent developing countries’ volume. As a resule,
and as seen from Table 16, the Eec runs a continuously growing trade
deficit of manufactures with Japan and a rapidly decreasing surplus in
this sector with North America. Instead, the Eec's trade balance of
manufactures with the Third World has been positive and significant.

The previous figures strongly support the thesis that the "com-
mercial threat” from developing nations’ exports of manufactured
products to Europe turns out, at the aggregate, to be the residual of
the latter's import needs from the other industrialised countries. ¥ As
for the activities of the transnationals, the case of Western Europe is,
again, largely different from that of Japan and the LS.

Foreign direct investments in the developing manufacturing
sector have been basically local-market-oriented regardless of the
country of origin of the parent firms. The Buropean-originated
transnationals, though, have characteristically had an even lower
participation. This is so, even in sectors. such as electronics and parts

" Sep pote 31 on p. 62
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of labour among the already industrialised economies; for others the
reverse is true.’® In the former case, industrial delocation to the South
will take place for two basic reasons and as a direct initiative of the
North.

First, some intra-sectoral specialisations will be sought with the
South for the purpose of fomenting and concentrating certain tech-
nological and skill-intensive activities in the developed nations while
— by undertaking sub-contracting and related operations — com-
plementary activities will be located in the South. Through such
concentration of high human capital and vzlue added in the North,
the countries involved will be better equipped to face the challenge
from other developed nations.

Second, certains countries of the North also see their competi-
tive edge and future prosperity in fomenting inter-sectorial speciali-
sations with the South. Under such a strategy, economic factors in the
industrial countries will move into new and monopolistic or oligopo-
listic activities which can provide lucrative returns. Such operations
might involve space and sea-bed technology, non-traditional forms of
energy, armament production, information processing linked to elec-
tronics and information management, etc. More traditional and more
competitive sectorial activities could be delocated to the South. The
division of labour will not be based on simple relative factor endow-
ments (since several of the delocated activities might be capital
intensive). Instead, the industrial division of labour will be based on
relative monopolistic structures and monopolistic returns.

Inboth cases (i.e., intra-sectoral specialisation based on differen-
tials in the use of human capital and inter-sectoral ones based on
monopolistic differentials) the initiative rests with the North. The
South, on the other hand, has at least a choice in deciding whether it
will promote part or all of its own industrialisation on the basis of
such types of specialisations or through other forms more related to
its own domestic or regional needs.

S For discussion of these issues, see Oecd, Iterfutures, 1977




SPEECHES DELIVERED IN PLENARY SESSIONS 77

There is, though, a second category of developed countries’
interests which sees the international division of industrial labour as
a by-product of (a) the industrial competition and threat from the
South and/or (b) the activities of transnational enterprises from
other developed nations, who have affiliates in the South. In this case.
it is thought that any type of serious industrial development in the
South should be suppressed or at least be controlled from the North.
Otherwise, the developing countries, whatever the spring board of
their industrial development, could eventually come to challenge the
interests of the North.

Within Europe — indeed within each industrialised country —
there exist some groups which will view the world division of indus-
trial labour as being the outcome of North-North competition, and
others that of the North-South. Sectoral policies at the national level,
will then be shaped according to the relative political power of each
group. Yert, there are certain basic reasons why any overall policy
which originates from Europe will attempt to suppress any serious
industrial development in the South if such development is con-
trolled by the latter. This is so since, in a common policy, Europe will
try to maintain consistency according to the interests of the lowest
common denominator in its industrial structure. And this lowest
denominator perceives the threat as coming from the South even if
intra-North competition is always the crucial issue. Furthermore, in
view of the reasons described above, which led to Europe’s relative
minor integration with the industrial-cum-export capacities of the
developing countries, the former will require some major policy
commitments on investments and adjustment mechanisms to alter
the existing course of specialisation and trade patterns. In the absence
of such commitments (as is presently the case), the developing
nations’ role, as perceived by Western Europe, will be one of interest
in promoting industrial exports to them and lack of interest in the
reverse flows.

The latter will include the discouragement of developing coun-
tries in entering both the processing of their resources and in devel-
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oping a manufacturing export capacity. This is patently exemplified
in the Lomé Convention.

Clearly the Lomé Convention is an improvement as compared
with its predecessors: the first and second Yaoundé Conventions.
Reverse preferences were abolished; relatively low negotiating em-
phasis was placed on aid; more attention was given to marketing
promotion and information exchange among the developing na-
tions; the latter participate in deciding how the resources of the
European Development Fund are used; a coherent first attempt was
made in establishing a “trade union of the poor”; etc. Yet, the Lomé
Convention should not be judged with respect to the relics of the
colonial period. Instead, attention should be drawn to the asymmetri-
cal interdependences which it created between the Eec and the South.

In this context, there are, among other 1ssues, two fundamental
ones which should be remembered. First, the developing countries’
membership in the Lomé Convention was not negotiated but was
decided unilaterally by the Eec. In so doing, the European countries
excluded from the Convention all those ex-British colonies (and the
South American countries) which could provide a commercial threat
even for the most stagnant and inefficient European industries.
Economies with an export potential in final consumer products, such
as Hong Kong in textiles and clothing, or countries with a growing
and diversified local industrial capacity (like India or Brazil, Mexico
and Argentina) were excluded.

Second, both the export stabilisation scheme (Stabex) and the
origin rules for market access to the Eec of the Lomé Convention,
discriminate in favour of developing nations resources and against
its labour and its industrial development. In the case of Stabex,
developing countries are induced not to process their materials since
most processed ones (except for some cases, such as oils and cocoa
derivatives) are not covered by export stabilisation mechanisms.
(Nor is diversification in the market destination of unprocessed
primary materials encouraged). In the case of origin rules, goods
exported by the Acp countries face important limitations, in not
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having preferential access to the Eec, if, given certain limits on
Acp/Eec value added, the materials have originated outside the
participating nations. This latter provision was partly introduced
against non-European transnationals which might use the Acp coun-
tries as a base for industrial activity and exports to the Eec.

Europe's interests in the Lomé Convention rest not in the
developing nations” industrial development nor in the establishment
of alternative and progressive North-South mechanisms of negotia-
tion and interaction. In this sense they expressed the marginal inter-
est that Western Europe had for the overall developing countries’
industrial development, except in so far as it provided an export
market for Western European products. Instead, the Eec's crucial
concerns in the Lomé Convention were: (a) the existence of a stable
source of supply of primary inputs, and (b) the opportunities for
directly and indirectly promoting European participation in the
significant market for infrastructural investments, particularly
in Africa.

CONCLUDING REMARKS

Examining in an historical context the relations of Europe with
the rest of the world, it has been noted that: "... No other civilisation
has managed to shape the world in its apparent image, burden or
bless others with its technology and thought, exploit, murder, nur-
ture and school other peoples and older civilisations™.””

In this process and in all epochs, the European tended to have a
benevolent image of his concribution to the rest: he brought Chris-
tianity (regardless of whether this permitted him to exploit the
mines better and suppress other civilisations), he organised the civil
service and the railroads better (regardless of whether this enabled
Europe to limit the size of its occupying forces in the colonies and

" F. Stern, 1972, p. 113,
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thus reduce the costs of colonising), he educated and improved local
productivity (regardless of whether this was directed to achieve more
abundant and cheaper products for European consumption), and so
on.

In the post-1960 period and especially during the 1970s, Europe
has been rediscovering and intensifying its relations with the coun-
tries in the South which, for a number of decades — indeed centuries
— in the past, were subjected to the colonial rule and the arrogance of
the old continent. The nature and content of the emerging encounter
is, undoubredly, taking place within the framework of new multi-lat-
eral political and economic conditions and within a drastically differ-
ent world context. This new encounter is not simply consonant with
Europe’s past history. It emanates from present European needs and
interests, which relate both to its economic and political survival
(prosperity) within the North-North interactions as well as to its
direct relations with the South.

Within this framework, the emergence of progressive political
forces close to or within the power structures of Western Europe,
have shown themselves to lend their support and political weight in

favour of some important internal causes for change in developing
nations. Yet, in the external sector (which is intimately related to the
internal changes in the Third World), the nature of Western Eu-
rope’'s own interests might mitigate against any serious contribution
for economicdevelopment in developing nations, regardless of what
parties find themselves in power in Europe.
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Alternative Development Strategies

We are experiencing a unique moment in the history of man-
kind. Never before did the world appear so interdependent and the
awareness of problems so widespread. Such awareness blows up the
ideas we have been taught, questions a century-old order, starts
hidden drives and new social forces.

On the threshold of the future, which will be how we shall shape
it, we are wondering which way to take or rather which way to clear
open. Here we are, facing alternative development strategies.

Development has for quite a long time meant the economic,
social and political processes leading to an economic expansion for
which the industrialised West supplied the pattern. A developed
country was one whose structures served industrial growth; as for
developing countries, their structures should evolve in the same
direction. Their integration in the world market would be the yard-
stick of a positive evolution. The political and social implications of
such option were never considered as major issues, but at the most as
a troublesome but transitory stage. Thus, a country where a tottering
traditional agriculture foreshadowed the ghost of famine but where
transnational corporations had chosen to open their agencies was
looked at as a country having let itself in for development.

Such development policy pursued by industrialised countries
and directly or indirectly imposed upon most other nations was given
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an ideological justification. According to the “ideology of develop-
ment”, growth was the main street leading step by step to prosperity
and social equity.

Nevertheless, some countries, such as China or Tanzania, re-
fused to adopt alien economic strategies.

Keeping to their own peculiarities and yet selectively open to
the contribution of other experiences, they went on exploring new
ways of development.

In the meantime, the "ideology of development™ proved to be a
myth." It is true that a number of economists had been meanwhile
claiming that the king was naked. They were joined these latest years
by the majority of their collegues, a large number of Third World
politicians and finally international organisations in full force.

What caused the general disenchantment?

First of all the failure of this policy in technologically poor
countries. The latter in fact are seeing the gap between them
and technologically advanced countries widen, their dependence
strengthen, their social problems worsen and all their efforts
result in a "development of their underdevelopment'.

The underdevelopment caused by the industrial revolution turns
out to be structurally linked to its contrary and perpetuates insofar as
the extraversion of poor countries’ ¢conomies reduces their freedom
of choice,

[n the second place it is the economic crises of most industri-
alised countries which show that they also have come to a standstill.

One more factor is the perplexity of the countries which do not
fall within either group and have to face the drawbacks of both
situations: neglected basic needs, a rapid social destructuration, echo-
logical havoc, unemployment, emigration and inflation. I am think-
ing of Europe’s - peripheral and certain Latin American countries.

Candido Mendes ced ), Lo mepthe du déne lappenent, Paris, Seutl, 1977
On European periphery, see Dudley Seers, "Vers un retour 3 la tour d'ivoires L
professtonalisation de étude du .l(_'-\'t-l:p|‘-|u-m(-m ef son exrension 3 |'|'lll'|1pt"_ Eadi, Cabirer

d'oformation, 201977
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Finally it is the cultural confusion adding to the fundamental
questioning about the industrial system itself, its capacity to take over
the responsibility of social and echological troubles it causes, its
future and ours.

Thus, the growth-oriented strategy of development is now radi-
cally questioned. The problems concerning development shift from
the technological level to the social one, and are seen in qualitative
rather than quantitative terms. The point is no longer the research of
patterns which may be more or less universally applied but rather a
down-to-earth approach to specific situations.

Working out alternative development strategies involves new
redefinitions of:

(a) the meaning of development;
(b) its rargets;

(¢) the role of development actors;
(d) relationships between countries.

REDEFINITION OF DEVELOPMENT

We have seen that development most often considered from a
restrictive point of view was confined to its economic dimension or
even to the mere quantitative aspect of this dimension. Nevertheless,
development is in fact the result of processes involving the economic
but also the social, cultural and political sectors. These processes are
interdependent, even if their rythms are different.

The first meaning of the word development is: spreading out,
extension, throwing forward, rise. Developing is therefore blooming
and is thus always potentially existing. Development is becoming
from being. Therefore we must know and go on knowing the chang-
ing reality to which it applies, and consider that its lever is intrinsec
to this reality and is not to be sought elsewhere. This does not exclude
opening to the outside, insofar as it helps theé ongoing processes,
provided that the initiative, the control and the decisions remain
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within the framework of an endogenous and self-propelled develop-
ment. Development will be self-development or 1t will not be.

If this is so, there will be no room for patterns. Every global
society will evolve in the development process working out its own
pattern, its own project. That is why, it must first of all define its
targtlh.

REDEFINITION OF DEVELOPMENT TARGETS

The concept of development-growth had reversed the end and
the means. Man started working for a statistical abstraction. At
present we realise that the aim of any development effort cannot be
an increase in GNP or another misleading index evening up dispari-
ties and neglecting the social cost of any gained point, but should be
the better being of the populations. The quality of life sums up the

targets of development, whatever the technological level achieved by

the countries.

It follows that it is men and women, the peoples, the collective
personalities who become the object of the major question: develop-
ment must meet their needs and expectations.

This is why a new approach, the basic needs approach,’ some-
times implicit in the criticism against the conventional approach to
development and especially underlined by the International Labour
Office during its World Conference on Employment in 1976, has
been dominating the development debate in these latest years.* The
concept of basic needs includes first and foremost food, housing,
education and health which shall have to be met to ensure a minimum

Louis Emmeri), "Facts and fallacies concerning the basic needs approach”, Les

carnets de lenfance, No 41, Januvary ‘March 1978
© Within Eadi a working group is already dealing wich this topic. In December 1977,
in Vienna, Unicef and Eadi jointly held a seminar on development strategies concerning
basic needs and basic services. In June 1978, Unicef and Who, in co-operation with the Greek
Institure of Chuldren’s Health, held aseminar in Athens on the new approaches to children’s

basic needs in developing countries
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standard of living to everybody. But it also concerns human rights and
a reduction of social inequalities, which relates to every country.

If the concept is so far-reaching, its definition must be a specific
one. The would-be universal foreign consumption patterns are
doubly harmful: they increase frustrations and at the same time
strengthen the links of dependence.

By now, in capitalistic countries, the increase in consumption
has become a primary objective imposing its guidelines on to the
machinery of production. The labour force emprisoned in this spiral
is therefore wasted, while consumers paradoxically witness a restric-
tion in their margin of freedom, as new products tempt them.

The definition of basic needs must therefore be very accurate. It
is necessary to avoid what Ivan Hlich calls "the translation of thirst
into a need for Coca-Cola”.’ Bread is not necessary where millet,
sorghum and rice grow. The development of a sophisticated thera-
peutics at the expense of prophylaxis may serve death rather than
life.

The transfer of teaching methods from one cultural area to
another, instead of meeting an elementary right to education, creates
expatriates at home.

Therefore everytime it is a question of drawing up a balance of
needs and resources, establishing priorities for the former and ex-
ploiting the latter. Poor countries are almost all porentially rich. Not
only are their natural resources under-exploited (when they are not
over-exploited by some foreign company draining bath raw materials
and profits, thus hindering capital accumulation), but also their
human resources are overlooked. Third World workers, when they
are not unemployed, are either not sufficiently paid at home or
working abroad, e.g., in the European workshops which they help get
going.

Basic needs must also include the people’s right to work, and this
should not mean that they must sell their labour force on foreign

lvan llich, “Le Tiers Monde peut faire autrement’”, Analyse ef Prévecon 1X p. 332
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markets, but rather that they must be allowed to use their own
creative capacity in their own country.

A new development strategy based on basic needs would engage
non-industrialised countries in:

(a) working hard for agriculture and especially subsistance agricul-
ture, which would also result in plenty of jobs for the abundant
rural labour, would help them meet the population’s food needs
and finally buffer the by-effects of single-crop cultivations on
their fragile economies;

(b) adopting intermediate technologies, integrating the informal
sector in their economy and, generally speaking, granting a prior-
ity to any process enhancing the imporrance of men as against
financial investments;

(¢) reducing their recourse to aid, thus putting a curb on their
growing debt burden and consequent dependence;

(d) promoting each country’s cultural identity and will of independ-
ence which are the best foundations of their bargaining power
vis-a-vis both rechnologically advanced countries and multina-
tional corporations.

As far as industrialised countries are concerned, they should
obviously envisage a change in their relations with the countries they
depend upon for their raw materials, in their approach to non-re-
newable resources exploitation, in the way they deal with environ-
ment problems, in their reckless pursuit of growth. To the extent that
consumers’ manipulation decreases, for instance, production would
no longer be oriented to meet artificially induced needs, but rather
actual needs defined by consumers themselves.

This new development strategy may give rise to a new way of
lite. No doubt changes would take place gradually and be the result of
combined choices and actions. We all know that behavioural changes
are difficult and slow, and that above all they need deep motivations
involving the individual's personality and stirring group solidarity
among those who are most liable to take up the defense of collective
INterests.
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The adoption of a new development strategy aiming at meeting
basic needs, combined with a better distribution of basic services will
raise the question of the new policy management and control. The
chances of success will obviously be proportionate to the extent and
level of involvement of the various groups concerned by the process.

A better resource and income distribution would also involve a
new distribution of power expressing the new balance of powers
between social classes. In view of a reduction of inéqualities, structur-
al modifications and institutional reforms will prove necessary. It is
obvious that administrative and financial decentralisation would
have to keep pace with the growing people’s partitipation and collec-
tive management.

REDEFINITION OF DEVELOPMENT ACTORS ROLE

Since the technocratic abstraction of a conventional development
approach led to only partial and disputable results, it is now seeming-
ly necessary to accept the inextricable maze of reality which is so
difficult to classify into clearcut categories. It is therefore the social
universe which is now at the core of the new development approach.
A society is never homogeneous. All societies show an overlapping of
structures and relations going back to different periods; they are
made up of imbrications and juxtapositions of ways of production and
stratification.® These phoenomena, which are more relevant and
therefore more evident in the countries going through a period of
rapid transition, still characterise to a different extent each and every
country. Each society is in perpetual evolution. There is no complete
society, there is no socio-economic system in perfect balance.

If it is helpful to acknowledge the shortcomings and the forces of
inertia perpetuating or reproducing some of the elements of existing
systems, it is helpful to realise that other forces, acting simultaneous-

o Georges Balandier, Anthropologiques, Paris, PUF, p. 160
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ly, determine the conditions which will give rise to future transfor-
mations. In this perpetual motion, the generators of change find
plenty of possibilities and alternatiyes. Future trends and tendencies
will be, in any case, the result of a collective creation.

Therefore, when Unicef, in its basic services strategy,” stresses
the participation of the community and the definition of basic needs
by the populations themselves, it is outlining the future role of
development actors in the first stages of a development strategy
leading to a growing awareness of the need to participate, and from
participation to the redistribution of the power controlling the tools
of management. The social control of the development process would
at this stage become effective.

REDEFINITION OF RELATIONS BETWEEN COUNTRIES

The main consequence of technological progress is the unifica-
tion of the world. Distances have been abolished. Information circu-
late (or at least can) throughout the world. There is one geographical
space only, there are no more blanks on the map.

Unknown regions, unexplored regions zre near at hand; they are
a part to our own societies: they are the women, the children, the
dropouts, the ethnical minorities, all those who never had a saying,
who were always a neglected blank in the picture of the world.

Notso long ago, the large majority of the countries of the world,
with their inhabitants, their history, their culture, their strifes, their
expectations were looked at as non-existant. Stanley and Livingstone,
after crossing huge distances on the back of their carriers, had met no
living soul until they met each other. The reason for this lied in the
fact that these countries had no saying in the matter. But today they
have.

Unicef, "Une stratégic pour les services de base”, Lev carnets de l'enfance, No. 37,
January /March 1977,
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Relations between countries may be unequal, they may be
marked by technological, economic, political or cultural dependence,
but they are reciprocal. In a world unified by technology rather than
history, the peoples of the world find out that they are on the same
planer, like survivors in one lifeboat only. By now they are necessari-
ly, functionally bound in solidarity.

No doubt, in the short run, disposing of one’s country’s polluting
workshop at the expense of one’s neighbour or scheming to exploit
some other country’s sub-soil may seem clever. But it is like sawing
the branch one is sitting on. Pollution, non-renewable resources,
inequalities between countries as well as social inequalities with the
tensions they entail, multinational corporations escaping any control,
the worsening of the quality of life in the name of a gain by which
only a small minority can profit, are common problems that every
country shares.

New development strategies justifiably involve the approach of
a necessary solidarity. It is no longer a question of “aid” to the Third
World, with all the ambiguities it entails.

It is time to redefine relations between countries without over-
looking any of the implications they involve for the present as well as
for the future. It is time for the countries which have been exploited
for so long to muster their material and moral strength to affirm
their presence and identity. The alternatives of a practical collective
self-reliance afford them a number of possibilities: regional or cultu-
ral grouping between countries having complementary economies or
pursuing similar purposes.

If these countries reckon mainly “on their own strength”, indus-
trialised countries shall have to reckon with them. The awakening of
these long-forgotten countries not only raises the question of a new
world economic order, but is also a big chance for all countries. We are
witnesses to this "unprecedented rise”  to which Aimé Césaire’s Roi

. g ' J v i 5 3 > 7 S
¢ Aime Gésaire. La traeédie du Ror Chrastophe, Paris, Présence Africaine, 1970, p. 59
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practice be thrown up by mixing them in different ways, will be
evident from the schematic presentation given below:

Proximate objectives:
Growth
Equity
Democratisation of economic power
Methaods:
System of ownership of property (a) private
(b) collective
Source of demand stimulus (¢) domestic
(d) foreign
Mode of resource allocation (¢) market
(f) administrative

This is of course a highly simplified presentation, bur it is
enough to bring out the complex nature of tae issues involved in the
adoption and implementation of any particalar strategy. If one also
brings in (under the methods of development) the differences in
priority that may be attached to agriculture, manufacturing industry,
etc., still more alternative strategies can be identified. le will be
evident from this how much development labels like “growth-
oriented strategy”, "export-oriented strategy”, and “marker versus
centralised planning” conceal in effect, and how misleading they
can be when the entire context in which they are used is not made
clear enough.

One of the development slogans which have gained considerable
popularity in recent years is “growth with equity™. As a summary
statement of objectives it is clear enough and there is no reason to
quarrel with it. But it is short on the methods of achieving it. One of
the things that have also become obvious from the Second Develop-
ment Decade, for which growth with equity was set as the main goal,
is that few of the developing countries have been able to make any
perceptible progress towards it. Indeed there is a substantial body of
evidence to suggest that inequality has grown rather than dimin-
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ished, both in countries which have registered high rates of growth
and in countries which have registered relatively low rates of growth.
(If there have been exceptions, they would appear to have been
mainly communist countries like China, Cuba and Yugoslavia). The
related statistics on mass poverty and unemployment in countries of
South Asia (as also in parts of Africa), where these problems are
particularly acute, do not need to be reproduced as they are
well-known.

The reactions to this experience among development econ-
omists have been rather diverse. Some have questioned whether equity
can be promoted art all along with growth, in the earlier stages of
development, drawing justification for their s¢epticism from the
inverse relation between income inequality and GNP per capita to
which Professor Kuznets drew attention some time ago. Some others
have drawn the inference that substantial asset transfers and related
changes in property relationships are essential for promoting equity,
and that this will in all probability require a revolutionary rather than
a reformist approach. Stll others have argued that reformist solu-
tions have not been all that much of a failure and that where, as in
South Korea, high enough rates of growth have been achieved
through liberal economic policies (above all by getting the relative
price structure right and giving adequate incentives to foreign private
capital), greater equity has also been promoted.

One way out of these conflicts of opinion would be to concede
that there is some truth in each of the positions taken (as may well be
the case). But we are not likely to get very far unless we are willing to
enter more controversial ground and ask ourselves what is it that is
wrong, or not very relevant under present conditions, in these
Propositions.

It is of course well-known that the finding of Professor Kuznets
was based on the historical experience of selected European countries
and that, even among them, there was evidence of a reduction in
inequality in some countries like Denmark in the 19th century. On
the other hand, there are also sufficient empirical grounds to believe
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that the industrialisation process in the now-agrarian countries of the
world is likely to create much more inequality than it did in the
countries of Europe and North America in similar phases in the 19th
century. So it is by no means clear what inferences can be legitimately
drawn from such evidence.

On the other hand, there is little doubt that asset transfers and
related changes in property relationships, particularly if brought
about on the scale carried through after revolutionary political up-
heavals, can promote significant progress towards equity, even
though the scope for simultaneously achieving very high rates of
growth is by no means firmly established from available evidence.
But aquestion which it inevitably raises is whether revolutions of this
kind can be made to order, even if they were considered desirable for
the above reason. The class structure of most of the developing
countries is more conducive to authoritarian systems dominated by
existing oligarchies or to coalitional political alignments under more
democratic regimes, in neither case very favourable for carrying out
sufficiently radical economic policies (particularly in the crucial
agrarian sector).

Though it is adebatable proposition, it is also becoming increas-
ingly clear that the balance of power in the world today, to which the
conflicts of interest between the Soviet Union and China over the last
decade have made (and continue to make) significant contributions,
makes it difficult for revolutionary changes to be brought about by
forces within countries (except under very special circumstances), if
such changes seem likely to upsert this global balance of power too
much. The most spectacular evidence of it was seen in Sri Lanka in
1971 when even countries that were hostile to each other elsewhere
(like the United States and the Soviet Union in conflict on the global
plane, the Soviet Union and China on a more limited ideological and
regional plane, and India and Pakistan on a sub-regional plane) came
together in unanimous support of the status quo, against the insur-
rectionists that had suddenly surfaced in this island of considerable
geo-political importance. From the viewpoint of those who favour
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radical changes in the power equations within the agrarian and
partly-industrialised countries of the world, the situation is perhaps
even less favourable now than it was in 1971. Political realities of this
kind cannot be ignored in discussions on development strategy.
No more tenable and convincing is the position that liberal
policies will do, to promote growth with equity, if only these policies
are implemented in full as in South Korea. Anyone who cares to study
all the factors which have contributed to the spectacular growth
record and the apparent reduction in inequality in South Korea will
find that there is much more to it than getting the relative prices
right (the right exchange rate, the right interest rates, etc.) and being
receptive to foreign private capital. (There is of course some doubt as
to whether inequality has been reduced, but there is evidence that
inequality is not greater now than it was in the early 1950s).
Among factors of equal or even greater importance than “right
pricing policies” to the growth performance of South Korea are the
following: (a) the high proportion contributed by foreign saving
(nearly 8 to 10 per cent of GNP until recently) to domestic invest-
ment; (b) the phenomenal rate of increase of wages in neighbouring
Japan from the early 1960s which rendered uneconomic the labour-
intensive small-scale manufacturing enterprises in that country, and
induced sub-contracting in various forms to similar enterprises locat-
ed in South Korea; (¢) the accompanying and equally phenomenal
rise in the value of land suitable for industrial expansion in Japan, the
restrictions imposed on certain industries for ecological reasons, and,
in more recent years, the rise in the value of the yen relatively to the
dollar, all of which accentuated the pressure for out-migration of
several industries to the adjacent territory of South Korea; (d) the
strong geo-political and economic interests of the United States in
promoting Korean development, which have been reflected not only
in inter-governmental aid but in loans extended by institutions like
the Export-Import Bank (not to mention others like the World Bank
and the Asian Development Bank over the operations of which the
United States has exercised considerable influence); (e) the highly
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centralised planning system in South Korea, involving considerable
administrative allocation of scarce resources (which is in reality very
different from what some of the purveyors of the South Korean
experience have made it out to be); and (f) the strong nationalistic
- urges of the people who have apparently been persuaded to accept an
authoritarian political system as part of a policy of “stooping to
conquer”. For all these reasons, South Korea's record, like China’s,
appears to be rather unique and not easily replicated elsewhere.

It is also evident that the main reason why rapid growth has not
accentuated inequality in South Korea is thart the land reform carried
out in 1948 and again in 1953, under strong political compulsions
from both within and outside, reduced considerably the inequalities
in the rural sector of the economy. It was in fact almost as revolution-
ary as in the neighbouring communist countries. (The impact of this
land reform on subsequent developments in the rural sector, and on
income distribution in general, has been recently analysed in an
excellent paper, stillunpublished, by Dr. Eddy Lee of the Internation-
al Labour Office on "Egalitarian Peasant Farming and Rural Devel-
opment: The Case of South Korea). But, for this, liberal economic
policies of the kind advocated by some Western economists would
have led in South Korea also to less equity (as in Brazil).

Moreover, with growing recessionary conditions enveloping the
world economy, of which the conflicts of interest simmering be-
tween the United States and Japan and between them and several
countries in Western Europe appear to be only a symptom, the
prerequisites for rapid economic growth enjoyed by South Korea
until now seem unlikely to bless other countries which are being urged
to follow its example.

Though export-led industrialisation as a means of accelerating
growth (and employment) has been adopted mainly in countries in
which the natural resource base was poor (e.g. South Korea, Hong
Kong and Singapore), it becomes attractive also when the domestic
market is not large enough or is not growing rapidly enough. The
prospects for rapid expansion of manufactured exports are therefore
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of interest today to many developing countries, including not only the
smaller ones but even the largest such as Brazil, India and China. Both
in Brazil and in India, extreme inequality of incomes together with
the acute poverty of the large majority of the people have been the
major constraints on domestic demand, resulting in the emergence of
large surpluses (as in foodgrains in India) even at relatively low levels
of productivity. In China, incomes have been more equally distributed
and acute poverty appears to have been eliminated more successfully,
but there is reason to believe that the rate of growth of incomes and
the incentives to save are not high enough now to maintain the
momentum achieved hitherto. Even in the past, it was not so much
higher growth rates that have distinguished the development record
of China compared to that of India, as its achievements in reducing
inequalities of wealth and income, turning the terms of trade in
favour of agriculture, and mobilising idle labour in the rural sector for
capital accumulation; the scope for progressing further along these
lines appears to be much more limited now, making it necessary to
find new strategies to press forward with the development process.
From this point of view, the external environment has in a sense
become more important to the Third World than perhaps ever
before.

Under these conditions it is surprising that so many economists
of repute in the Western world not only insist on selling their old
prescriptions for the problems of mass poverty and unemployment
in the less developed countries of the world — with apparently little
sense of history or politics — but refuse adamantly to look deep
enough into the root causes of the serious problems emerging even
within the economies of their own countries which are accentuating
recessionary tendencies the world over. A good example of the latter
can be found in a recent pronouncement of Professor Paul Samuel-
son, in which he objects to a statement by Professor Heilbroner that

~

"another worldwide crisis is upon us™.! Professor Samuelson is of

See his column entitled "Economic Scares”, Newswee#, Seprember 11, 1978,
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course entitled to question this statement but one would have expect-
ed from him some cogent reasoning and factual evidence to suggest
why such a crisis is not upon us or is not just around the corner. Not
only does he not do this but he dismisses the whole issue with an
analogy:

“Tonce lost patience with my first-born as she viewed a soap opera, in
which before our eyes a chap of my age was experiencing a heart
attack following his indictment for embezzlement and discovery in
adultery. ‘Give me one reason, Jane, why you like looking at such
stuff’, I asked in irritation. I have always remembered her answer:
‘Because it's so scary’' "

In fact, the only solid reason he offers for this supercilious
response to a major question facing us all today is that, in his view,
“modern humans, like the characters in soap operas, do face plenty of
problems” and that “modern mixed economies will soon find a cure
for their syndrome of chronic stagflation”.

Few economists in Western industrialised countries have in fact
offered any systematic analysis of the stagflation phenomenon.
While Keynesian economics is said to be no longer valid, what is to be
putinits place is left rather vague, though it would appear that there
is much insight to be gained by taking a fresh look at what Kalecki
had to offer.

One hopes Professor Samuelson is right but, when faith is
substituted for reasoning by an economist so well known for intellec-
tual rigour and of such eminence in the developed industrialised
world (the First World), should he not be showing more compas-
sion to his more underdeveloped colleagues in the profession in the
so-called Third World when, in the face of even grimmer realities, all
they have to offer on the question of alternative development strate-
gies are solutions which could be dismissed as day-dreaming or just
plain rhetoric? The reasons why growth with equity has not been
achieved in the less developed countries go very deep into the social
and political structures of these countries, and are not unconnected
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with the active support they receive from the more developed coun-
tries of the world pursuing their own interests. For a fuller under-
standing of these reasons, and for working out strategies that can
make some progress possible towards the desired goals, given the
institutional and other constraints facing each country, economists
need to be not only more humble, and work with other social and
natural scientists, but be more down-to-earth and get involved with-
out too many inhibitions in the political and social processes which
alone can bring about development in the true sense of the term.






