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ITALIAN SPECIAL CUSTOMS TREATMENT FOR CERTAIN PRODUCTS
OF SOMALIA

First Report by Somalia Pursuant to the Decision
of 19 November 1960

By a Decision dated 19 November 1960 the CONTRACTING PARTIES to the
General Agreement on Tariffs and Trade granted a waiver to Italy from the
provisions of Article I, paragraph 1, of the General Agreement so as to
authorize that country until 31 December 1965 to apply special customs treat-
ment to certain products originating in and imported from the Republic of
Somalia.

Under the above-mentioned Decision the Government of Somalia undertook to
submit a first report in 1963 on the development of trade between Italy and
Somalia under the special treatment thus accorded.

The reason for granting this waiver was the fact that Somalia, as a newly
independent country, was not economically strong enough to face the competition
on the free export markets with their products which in most cases require much
higher prices owing to costly production and transport.

This waiver was therefore regarded, in agreement with the United Nations,
as technical aid granted by Italy. The waiver is for five years, ending
31 December 1965, in order to provide time and money (4 lire per kilo of bananas
exported are paid to the Infra-Structure Fund) to reduce production costs and
transport rates.

In 1962 exports to Italy were 51 per cent of total exports from Somalia;
bananas accounted for about 45 per cent of this figure. Imports from Italy
were about 30 per cent of total imports during the same year. These figures
show that there are still very strong economic ties with Italy.

Progress in the banana industry to reduce prices has not been as rapid as
expected, partly due to the flood catastrophe at the end of 1961. A mixed
commission is working on this problem, and the following facts may be mentioned
to demonstrate that work is being done to fulfil the obligations under the
agreement with Italy through GATT.
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Average cost of banana exports

The table below contains a break-down of the cost, by major categories,
of Somali bananas at various dates, together with an indication of the .reduc-
tion in cost which the industry hopes to achieve by 1965/66, bearing in mind
the provision of the Agreement on Bananas between Italy and Somalia, that the
industry should become internationally competitive. The figures are rounded
and represent average values adapted from different cost estimates, obtained
from Somali trade and industry sources. Figures cited should be understood
as general indicators rather than as precise cost data.

Target
1957 1962 1965/66

(US dollars per 1,000 kiles)

Priceex plantation 87.8 73.8 63.0
Packing (material and labour) 27.2 14.7 6.4.

Transport from plantation to port 7.5 7.0 4.0.- 5.0

Stevedoring, loading and harbour tax 10.7 9.8 4.8

Export duty, miscellaneous fees and
charges 14.7 14.7 6.2

Sea transport and insurance 88.0 70.0 50.0 - 60.0

Shrinkage and waste during sea transport,
loading and unloading 14.4 10.0 -

Price c.i.f.
Italian port.of entry 250.3 200.0 144.0 - 155.0

Average price received f.o.b. 147.9 120.0 84.0 - 85.0

1This assumes that the export duty ($8.57 per
will be eliminated.

ton weight at loading)

2The export prices are agreed by the Italian Banana Monopoly and the
Federation of Banana Growers in Somalia.
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It will be noted that a substantial reduction in packing, stevedoring,
loading and transport is expected by 1966, though allowing for unseen factors
this may not be achieved before 1967. The reasons for this are the shifting
from the Juba nana variety to the stronger and more easy poyo variety. This
will mean cheaper and lighter packing materials and thus a substantial saving
in road transport and sea freight costs. Furthermore, the stevedoring costs
will be lower when the new port in Chisimaio is ready, in one or two years'
time, and the improvement in the loading system in Merca is completed. There
are also plans to improve the Mogadiscio port to take alongside large vessels.
Road transport will be cheaper and quicker in a few years' time when the
roads (a) Mogadiscio-Afgoi-Genale-Sciamlabot-Merca and (b) Ghelib-Chisimaio,
now under construction as hard-top all-weather roads, are ready.

From the above it will be realized that Somalia is not yet ready to
meet world competition, especially in bananas.


