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GOVERNOR

JAMMU & KASHMIR

Raj Bhavan
Janmu

January 3. 1978

Dear William,

-What a lovely and original
New Year Cardl

It was wonderful seeing you
in Gymnich and I very much hope that
my involvement with Brandt Commission
will give me a chance to have some
long sessions with you and Bob one
of these days.

Meanwhile all the best for
the New Year.

YourJ sicerely,

YL.K. Jha)

Mr.William Clark,
3407 Rodman Street, N.W.
Washington, D.C.20008,
U. S. A.





January 3, 1978

Dear Dr. Muemmry:

We have just received the address of the Brandt Commission

offices in Geneva. It is:

56 Rue do Moillebeas
I -i Geneva I

Switzerland

Their telex number is: 28.137 ICIDI/CH

The office will open, I understand, on January 9.

This is in answer to your letter of December 21.

Yours sincerely,

L. Peter Chatenay
External Relations Adviser

International Relations Department

Dr. David R. Mummery
Senior Lecturer in Law
The Unversity of Auckland
Private Sag
Auckland, New Zealand

LPChatenay:mh
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T H E O N L Y D A I L Y B A N K I N G NEWSPAPER

525 WEST 42ND STREET - NEW YORK, N.Y. 10036 TELEPHONE: 212 563-1900 - CABLE:-"AMERBANKER"

ESTABLISHED 1636

January 10, 1978

Mr. William D. Clark
Vice President - External Relations
World Bank
1818 H. Street
Washington, D. C.

Dear Mr. Clark:

The American Banker will publish its annual special edition covering the U. S.
and international banking on March 10, 1978.

I would like to suggest to you that an article by Willy Brandt on any aspect
of the work of the Independent Commission for International Development Issues
would be of considerable value to the banking commuinty. The importance of
the Commission's work and Mr. Brandt's stature would of course insure any
substantive discussion by him would be one of the principal, if not the principal,
articles in the edition.

Please feel free to call me at any time to discuss this matter. We are making
a special effort to make this year's edition an outstanding one and we are most
anxious to have Mr. Brandt's contribution.

The article and a photograph of Mr. Brandt should reach us by February 20 in
order to meet our production deadlines.

With many thanks for your consideration and cooperation, I am

You, uly

. radfor darson

'Editor

HBH/tc



Princeton University WOODROW WILSON SCHOOL

OF PUBLIC AND INTERNATIONAL AFFAIRS

PRINCETON, NEW JERSEY 08540

January 11, 1978

Mr. William Clark
Vice President, External Relations
International Bank for Reconstruction and Development
1818 H Street, N.W., Room E823
Washington, D.C. 20433

Dear Mr. Clark:

Sven Burmester called today to say that you had reacted sympathetically
to my thought of placing one of our first-year graduate students as a summer
intern in Geneva with the new commission headed by Willy Brandt. Sven also
said that since you'were going to Geneva this Friday, you would be willing to
carry along r6sum6s of the students I have in mind. I am most grateful, and

hope this letter reaches you in time.

The two I propose for consideration are Nilgun Gokgur and Kim Golden:

1) Nilgun Gokgur, a charming, bright, energetic young Turkish
woman, is concentrating here studies in the field of modernization and
development. She is most desirous of spending her required summer internship
with an international organization abroad and was the one who called the
Brandt Commission to my attention as the most exciting opportunity she could
think of. Nilgun has firm command of French and German.

2) Kim Golden is one of the most interesting of our first-year students,
having come out of Oberlin with two degrees, one a B.A. in government, the
second, a Bachelor of Music as a concert violinist. His coming to the Woodrow
Wilson School reflects his decision to pursue a career in public affairs rather

than in the concert field. He is proving to be a very serious student,
particularly in economics, and shows tremendous discipline in his studies.
His interests are trade relations between industrial and developing countries,
and among industrial nations. His command of German, and his musical and cultural
background, should serve him in good stead in Geneva.

The Woodrow Wilson School requires each student in our two-year graduate
program to spend the summer between the first and second years working at a
professional level in an agency or organization appropriate to the particular
student's specialty and career interests. We prefer that these be paid
internships, but should this not be possible, the School is prepared to provide
a modest stipend as well as pay for the international travel costs. Our
principal interest is the quality of the work opportunity. A summer with the
Brandt Commission is an exciting prospect.

I would also like to pursue your coming to the Woodrow Wilson School to
talk about the Bank from your perspective. As you may know, Vincent Riley is
spending his sabbatical year at the School, and I had suggested to him as well



Mr. William Clark Page 2 January 11, 1978

the possibility of your coming here. He would be pleased to assist in the
arrangements.

Thank you for your willingness to be of help. I look forward to
being in touch with you upon your return from Geneva.

Sincerely,

Junius J. Bleiman
,Abirector of Graduate Placement and

Director, Mid-Career Program
(609) 452-4812

JJB/ad

Enclosures

S
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January 20, 1978

Mr. Goran Ohlin
Imscutive Secretary
Independent Commission on

International Development Issues
56 Rue do Moillebeau
1211 Geneva 28, Switzerland

Dear Goran:

It will not surprise you if I tell you that we, in External
Relations including IPA, are getting a large number of enquiries
about ICIDI. We have three papers showing your terms of reference,
the Statutes and the list of members and can hand them out. They
contain the information requested, in most all cases. Questions
on financing also come up. We usually answer that some governments,
such as the Duteh, and other sources such as the Canadian Develop-
ment Research Center, are providing funds and that the Bank is not.
There are also questions 'about the timing of your exercise, when
the report will be out, etc. To this, we say that we understand
the Commission will aim to conclude its work within 18 months but
that on some subjects discussed in international meetings, for
example Trade in UNCTAD 5, the Comission may wish to come out with
"something" before 18 months are gone.

We continue, naturally, to insist on the first of your"Is"
(Independent) but also add that World Bank documentation may be a
source which ICIDI may find important.

For all of these reasons, we wonder whether you should not con-
sider how to provide information in North America and perhaps in
other lands on what you are doing, thVseugh channels of your own.
I don't mean to suggest we should stop being helpful. But if we are
the M&ly source of news on ICIDI on this side of the Atlantic, the
non-connection between ICIDI and the World Bank may become less
believable over time.

Finally, I have had a telephone call from Harry Neustain in New
York who tells me he has become a one-dll&Ar-myear consultant with
you and will be your maj on "industrial economies". He does not
believe, says he, in Transfer of Techeology but sees the solution
(if I understood him well) in accelerating the pace at which mlti-
nationals invest in the Third World. If that in his view and if you
were about to buy it, it might be prudent first to refer to debates
in the UN on the subject.



Mr. Goran Ohlin - 2 - January 20, 1978

This leads to my last point. If you could keep me posted on the
way in which your secretariat is building up, I would be grateful.
Lots of people in the Bank call me about how your team iq coming
together.

I do hope all is well with you, the offices comfortable and the
restaurant downstairs as convenient as it seemed when we were together
there with Fritz, in November.

Yours sincerely,

L. Peter Chatenay
External Relations Adviser

International Relations Department

cc: Mr. William Clark
Mr. Sankaran
Mr. Avramovic (in D.C.)/

LPChatenay:mmh
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Tel. 225 28 90 Telex:280 509 Cables: Herald Paris

Reply to: 515 Liverpool Road,
London N7.

Tel: 607 5531

20th January, 1978

Dear William,

At last my interview with Willi Brandt has been set for
the 16th February. He has agreed to give me a good
4 hours and so the question is, what questions?

If you have any ideas of things you think I should
raise with him, I'd really like to hear from you by
return airmail.

With warmest greetings and many thanks for the efforts
you made to pull off the interview.

Yours sincerely,

Jona an Power,

William Clark,
The World Bank,
1818 'H' Street NW,
Washingtun DC 20433.

International Herald Tribune S.A. Capital 9.330.000 F. R.C. Paris 73 B 2112 Sirene 732 021 126 - 000 14 - 5120
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THE UNIVERSITY OF AUCKLAND
PRIVATEBAG - AUCKLAND - NEWZEALAND - TELLPHONE74740

19 January 1978

Mr L. Peter Chatenay,
External Relations Adviser,
International Relations Department,
The World Bank,
1818H Street, N.W.,
Washington D.C., 20433,
U.S.A.

Dear Mr Chatenay,

Thank you for your letter of January 3 1978 giving me the
address of the Brandt Comission offices in Geneva.

Yours sincerely,

David R.,Mummery

Senior Lecturer in Law

7 Sif:~

4*
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OFFICE MEMORANDUM d
TO: Files FARL January 26, 1978

FROM. William Clark /,pe:

SUBJECT Conversations in Bonn - Sunday/Monday January 15/16

I spent Sunday evening with Fritz Fischer and 10-12 Monday
morning with Brandt and Fischer. The one topic raised with both was
the future plans for the Commission and particularly its Secretariat.
We talked very extensively and very frankly and I will only record our
agreements without the argumentation (there were no disagreements).

1. W.B. expressed his wish, strongly, to keep in touch personally
with RSM and the Bank through WDC personally and via Fritz Fischer. He
would like Fischer to visit Washington and New York in February to keep
W.B. informed independently of Bank and U.N. opinion.

2. W.B. made it quite clear that he would be primarily responsible
for the final Report; he had found support for this from Desai,
Nyerere and Kaunda on his recent trip, and from some western countries
with which he was in constant touch. To his surprise he found that
Fukuda was anxious for W.B. to take a lead which Japan would find it
easy to follow. (Japan is thinking of a real change in its LDC policies,
but W.B. is unclear what it would be except that he thinks it is primarily
a trade policy which he gathers USA and Strauss do not consider sufficient.)

3. He planned to make his role clear to the Secretariat and would
urge them to appoint people with expertise in the subjects he was
interested in pursuing. He would see Avramovic next Monday 23rd and
speak about this, as he already had to Ohlin.

4. The first set of papers produced by the Secretariat for the
March 10-12 Meeting would be a survey of 'development so far', and from
the discussions on this future topics for intensive discussion would be
chosen. Copies of Morawetz are to go to all participants.

5. At the Geneva meeting on Thursday 9th there will be an opportunity
for "eminent persons" to testify, e.g. Mahbub. Their statements will
be circulated also for perusal by all Commissioners. W.B. himself is
preparing a paper on 'mutual interests' between North and South for this
meeting. We discussed this issue at considerable length. W.B. feels this
is his crucial input to try and break the traditional deadlock between
North and South. He is aware that he will need to brief himself on some
issues in order to guide the Secretariat, and is anxious to keep a personal
line open to RSM and the Bank. He asked that I try to see him between
meetings so that we can talk at length, and he would like me to keep open a
line direct to Fischer for some of the Bank's think material. (I should
discuss this with Stern and RSM).

6. The third meeting would be in May, preferably in a 'poorest'

country, 1robably Mali. The fourth, at the end of August, would be slightly
longer, in the U.S. probably near New York to save travel time. Perhaps
the Ford Foundation would help (Airlie House?).
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7. Speaking about his travels W.B. said that he was very encouraged in
India by the skilled enthusiasm of the many senior Indians he met,
for his approach to the North-South deadlock. In Tanzania he noticed real
progress in the war on poverty, and a hopeful attitude on the part of
Nyerere, Jamal etc. He found Kaunda less sanguine and noted the absurdity
of Zambia importing its food. W.B. seems impressed by the need to increase
small farmer productivity everywhere. He is also very shocked by the
amount of unemployment in LDCs and feels that any solution to poverty must
concentrate on productive job creation.

8. W.B. much impressed by Jamal's standing in Tanzania and
especially with Nyerere. Nyerere supports Brandt strongly and will ensure
that Jamal is able to attend all meetings. Jamal wants to concentrate on
view to year 2,000, not just on the decade. W.B. agrees and is anxious to
show that there is hope in development so far.

9. W.B. finds general agreement in Africa and India that there is
a logical link between arms reduction and flow of resources, but little
support for the simplistic Russian offer that money for aid should be
dependent on an arms reduction. He sensed that the Russian attitude to
development was scorned by most of Africa. He still intends to try and
get the Eastern bloc involved in development - but not in the Commission.

10. He expects to see Manley soon after he has visited Scandinavia.
It is the German foreign office view that Manley is beginning to move away
from Cuban style politics and may be persuaded to be more reasonable in
his leadership of the '77.

WDClark:sf

cc. Mr. McNamara, Mr. Stern,
Mr. Karaosmanoglu,
Mrs Boskey/Chatenay
Mr. Merriam



Dr. Fritz Fischer Ollenhauerstr. 1
c/o Office of Willy Brandt D 5300 Bonn, January 26, 1978

to Mr. Wi iam Clark

Mr. H. Bradford Henderson
Editor of the American Banker
525 West 42nd Street

New York, N.Y. 10036

* Dear Mr. Henderson,

William Clark has forwarded your letter of 10 January
to me in which you suggested a contribution of Mr. Willy Brandt
for the annual special edition to be published on March 10, 1978.

I have talked to Mr. Brandt, who will give it sympathetic
consideration if you could kindly provide us with some more in-
formation on the article (length, title, contents, etc.) and
perhaps send us some samples of your paper.

Hoping to hear from you soon, I am,
with best regards,

Yours sincerely

41I
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February 7, 1978
3 p.m. 614

William:

Ian Scott called from Bogota to say Rodrigo Botero was asking for Bank
documents, e.g. country economic reports, trade data etc. concerning the
Latin American region, the sort of stuff John Holsen and Nick Carter (EPD)
put out.

I said Scott could ask Holsen directly and that we would be glad to help
if needed. I thought Botero should also try to work via Goran and Drag in
Geneva -- at least keep them informed.

Scott wanted to know whether VPE had to clear these requests and I said
"No" but that we would like to be kept informed and would help Botero get
what he thought he needed, as much as we could.

Peter Chatenay

(vv-
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f, ~ TELEX ICIDI FEBRUARY 8, 1978
28L88 , 72781
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L GORAN OHLIN

rrut~Iy GENEVA, SWITZERLAND

4 RECEIVED YOUR LATEST TELEX. PLEASE CONVEY MY GRATEFUL THANKS

5 TO MR. WILLY BRANDT FOR THE INVITATION TO JOIN THE

6 COMMISSIONERS ON MARCH 9 AND 10. I SHALL BE DELIGHTED TO

7 DO SO. LOOKING FORWARD TO SEEING YOU SOON AND WITH WARMEST

8 PERSONAL REGARDS. MAHBUB

9

11

2

MHaq:Lc

Mahbub ut Haq, Director

PPR
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FEQ 2 QWi I DELIEVE YOU ALFEALY KNOW N. WILLY bfANDT IS ANXIOUS

TO HAVE YOU ADDRESS C PhISSIO' AT OPENING OF NEXT I:EETING AND I

WuLD LII. TO MAZ SUAE WHETHER YOU ARE IN FACT AVAILABLE. TO COME.

I vsTING WILL - AT VIONT P.LEIU, AN HOUR'S DhIVE FROV GENEVA,

Al IT I KOPO YOU COULD ARIV ON AiCH 9 TO oINE WITH TYE

-- DiiES COMIS!ON AT
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ICIDI
INDEPENDENT COMMISSION ON INTERNATIONAL DEVELOPMENT ISSUES

COMMISSION INDEPENDANTE SUR LES PROBLEMES DE DEVELOPPEMENT INTERNATIONAL

Chairman WILLY BRANDT Prdsident

30 January 1978
Mr. L. Peter Chatenay
External Relations Adviser
International Relations Department
The World Bank
1818 H Street, N.W.,
Washington, D.C. 20433
U.S.A.

Dear Peter,

Thank you very much for your letter of January 20, and
for all the help you in External Relations have been giving
us by taking care of inquiries about ICIDI.

I think that, regardless of what can be done to create
other channels of information, you will get such queries in
the future as well, and you should in any case be provided
with up-to-date information about the Commission. I hope
we shall be able to do something about that as soon as we have
got our house in slightly better shape.

Precisely what should be done about press relations in
North America, I do not know. I cannot envisage setting up
an office there for that sole purpose, and even if one added
some other duties I really doubt we could justify a liaison
office, especially while we are so short-staffed here.
Perhaps one could direct enquiries to Mrs. Graham's office?
I would obviously have to check that with WB and her. I am
grateful to you for bringing it up.

As to Mr. Harry Neustein, I suggest you direct your
complaints to William Clark who performed the introduction.

The present staffing pattern on the professional side
is that besides Drag, Robert Cassen and myself, we have
Justinian Rwayemamu (Tanzania) and Liaqat Ali (Canada) here
and expect S. Guhan from India. We shall probably have two
more permanent ones. There is no telling yet who they might
be. Then we shall avail ourselves of consultants on a number
of special issues.

Rue de Moillebeau 56 CABLES: INDEPCOM TEL: (41) 22 -34 91 05
CH -1209 GENEVA TELEX: 28188 04

28137 03
02



2.

I attach very great significance to the administrative
side, especially in view of the great demands that will be
placed on it in connection with the Commission meetings, and
I am glad to say the situation looks very good there.

So far the spirit of the place is terrific, and the
offices fine - though they will be cramped rather sooner
than we thought. The restaurant situation is quite OK,
and the bank manager whom you impressed so successfully has
been exceedingly helpful and pleased to see our money start
rolling.

I am currently working on a presentation of the organization
and budget of the Commission for the benefit of donors, which is
of course essential. I am glad I did not do it earlier, because
what with the dollar rate and all, it would have been impossible
to come up with a worth-while product. By now I think I have got
the cost level reasonably right. With a larger Commission, a
longer working period, and a lighter dollar the budget will be
considerably larger than we thought at first and I should
perhaps ask you to stop any mention of the figure of two and a
half million dollars.

Best Regards,

Yours sincerely,

Goran Ohlin
Executive Secretary
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DRAGOSLAV AVRAMOVIC Frr7 ARY 10, 197
INJDEPENDENT Co- IISSION ON
INTERNATIONAL D. VTOPMEtT IWSUS 7-5451
56 RUE DE MOILLEBEAU CH 1209, GENEVA

SWITZERLAND TELEX 28188 OR
28137

AS DISCUSSED OVER PHONE SUGGEST FOR YOUR CONSIDERATION FOLLOWING

PARAGRAPH COLON ASSISTANCE FROM THE INTERNATIONAL FINANCE

INSTITUTIONS STOP SHIFTING VIEWS IN THE INTERNATIONAL CONNUNITY

CONCERNING DEVELOPMENT PRIORITIES AN THE CHANGING IMPORTANCE OF

THE VARIOUS SOURCES OF CONCESSIONARY DEVELOPMENT FINANCE HAVE LED

THE MULTILATERAL AGENCIES TO SEEK TO STRENGTHEN THEIR CAPITAL

RESOURCE POSITIONS THROUGh NEW SUBSCRIPTIONS AND CONTRIBUTIONS BY

MUEMERS. IN THE CASE OF THE IBRD COMMA ANOTHER FACTOR HAS BEEN

TIE CONSTRAINT ON THE EXPANSION OF ITS LEVEL OF COMMITMENTS COMMA

DERIVING FROM ITS EXISTING CAPITAL STRUCTURE AND FINANCIAL

PROCEDURES PERIOD A REVIEW BY TME MANAG.EMNT AND EXECUTIVE BOARD

OF THE I3RD'S FUTURE ROLE IN DEVELOPI!ENT AND THE ASSOCIATED

CAPITAL REQUIREMENTS COMMA IS NOW UNDERmAY PERIOD AS A FIRST STEP

COMMA A SELECTIVE CAPITAL INCREASE OF DOLLARS EIGHT POINT FIVF

BILLION PARENTHESIS AN INCREASE OF TWENTYSEVEN PERCENT ABOVE

CURRENT LEVELS PARENTHESIS WAS ACCEPTED BY MEMBER GOVERNMENTS

PERIOD LEGISLATIVE ACTIONS ARE NOW IN PROGRESS AND SUBSCRIPTIONS

TO SECURE THIS AMOUNT ARE EXPECTED TO BE COMPLETED DURING 1978

PERIOD ALTHOUGH NO SPECIFIC FIGURE HAS BEEN DETERMINED COMMA IT I"
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A.Karaosmranoglu,Acting Vi

AKaraosmanogluePmb
Developmmt Policy staff



DRAGOSLAV AVRAMOVIC 1PH. 10, 1978
GENEVA

SWITRLATEL 218

28137

PAGE 2

GENERALLY AGREED TUAT A SUBSTANTIAL CAPITAL INCREASE WILL BECOME

NECESSARY BY 1933 TO SUSTAIN THE REAL ROWTU Or IBRD LENDING

COMMITMENTS PERIOD AGREEMENT IN PRINCIPLE ON THE SI7E COMMA METHOD

- Or PAYMENT AD RELATED ISSUES WILL HAVE TO BE PMACHED IN THE NEAR

FUTURE PERIOD TE rRINCIPLE OF A SUBSTANTIAL INCREASE IN THE CAPITAT

BASE OF THE IBRD HAS 1EEN DISCUSSED IN VARIOUS FORA DURING THE

PAST YEAR COMMA INCLUDING THE CEC IN PARIS COMM T"E ANNUAL MEETINW

OF THE BOARD OF GOVERNORS IN WASHINGTON AND THE ECONOMIC SUMMIT

IN LONDON STOP BEST REGARDS

A. KARAOSMANOGMU

AMaraosmanoglu:mb A. Karaosmanoglu, Acting Vice President

Development Policy Staff
Cleared with and

cc. Mr. Gabriel.
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The Independent Commission on

International Development Issues

By Willy Brandt

on the day this issue appears, the Commission on

North/South problems. will be startir4g its second

session. Thus, I welcome the opportunity to give

a first account of this new body's origin, tasks

and possibilities.

Similarly to the way in which the President of the

World Bank suggested the setting up of the Pearson

Commission in 1967/68 it was again Robert S. McNamara

who put forward in a speech in Boston on January 14,

1977 the idea of an independent commission under my

chairmanship. As McNarama put it:

"In view of the continuing impasse at official levels,
it seems to me that the chance of reaching such an under-
standing might be improved if a high-level, but deliberate-
ly unofficial commission were organized to analyze the
problem, and to recommend action to be taken by both
developed and developing nations. ... Such a commission
cannot be expected, of course, to provide an instant,
comprehensive, all-purpose solution to the problems of
development -- for non exists. But what one can realistical-
ly expect from such a private, high-level independent group
is the careful identification of those political decisions
which can command public and legislative support in rich
and poor countries alike, and hence enable the international
community to break out of the current impasse."

Since at this time, the Paris North/South Dialogue

(Conference on International Economic Cooperation)

was still going on, it seemed essential that this

conference should end before one could contemplate

acting on the proposals. It was also important to

make quite clear that if any such body were set up

it would in no way preempt the decisions of governments

and international organizations and would not assume
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the role of mediator. Its function would be solely

to supplement these endeavours by miaking realistic

and politically feasible suggestions in some key

areas of international discussion.

At the end of the preparatory phase, I had the

opportunity to hold an intensive exchange of views

with political leaders from the northern and southern

parts of our globe. The framework for these talks was

provided by the annual meeting of World Bank/IMF in

Washington and the UN-General Assembly in New York.

Even though I found a great amount of support for

McNamara's proposals --from President Carter among

others -- some serious reservations were also voiced

by leading Third World Speakers. Basically they were

prompted by the fear that -- after dIEC -- the in-

dustrialized countries might use this newbody as a

pretext for delaying decisions. I made it clear that

I did not share these fears and that I certainly

would not lend my hand to such attempts.

My decision of late September 1977 to launch this

Commission was primarily based on the realisation

that 4..oq.ution 'pf the grave North/South probles \

constitutes the main economic and soc al uestion

for the rest of our century. It is a task of globa
d s and needs the active cooperation f

many governments and peoples. In this endeavour,

the experiences with "Ostpolitik" may encourage

somewhat similar efforts on a world-wide scale

to change the nature of a conflict and to rearrange

the scene by identifying those fields of mutual interests

that might lend themselves to common solutions.
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Thus, all efforts in this field also have to be

considered with a view to how much they can con-

tribute to world peace. Their aim should be to

reduce tension which might become dangerous unless

the trend of perpetuating basic inequalities anongst

nations can be reversed.

In view of the almost in'kimerable international

organizations and conferences dealing with the

question of creating a more just and equitable

world economic order, one might well ask how such

an additional body could be of any particular value.

Apart from the fact that this "task force" is only

going to exist for a limited period of time (some

18 months), the intention was not to increase the

number of organizations by just one more. On the

contrary, the underlying idea was to explore new

roads and to bring about at least certain atmospheric

changes. This concept is based on the conviction that

mutually agreeable solutions would certainly be better

than the continued exchange of proposals and counter-

proposals.

For such tasks, a deliberately unofficial Commission

might have some advantages. As I put it to my fellow

Commissioners last December in my opening address:

We are under no instructions. We do not carry the

burden of national governments' prestige. And we are

not forced to try and win 'victories' for our particular

views. We can afford to seek the common interest and

thus to make a helpful contribution to a policy of

peaceful but speedy change. Such change can be brought

about within the remainder of this century if both

/4



-4-

rich and poor nations are convinced of the necessity

to act."

Of course, the expectations in our Commission should

not be unrealistically high, but I do hope that our

work may effectively contribute towards supplementing

the difficult negotiations at international level.
In this context, the growing support for our endeavours - - expressed

also by those who had uttered scm reservations in the beginning -- +
s particularly Ji the Commission, members from the developing countries

comforting.
are in a majority. I regard this as reasonable and

justified, not only because it reflects to a certain

degree the world in which we are actually living, but

also because I wanted to get away from what might be

called an artificial balance. Of course, it is our

intention to arrive -- wherever possible -- at common

recommendations. But if it were unavoidable, I would

prefer dissenting votes in the Commission report rather

than having an artificial agreement concealing the

real issues.

The report which is expected to be drafted in about

18 months time will be designed to reach a wide public

audience. If we have any important message -- as I hope

we will -- it should be presented in such a way that the

average citizen can understand it. We shall, therefore,

try to write a readable report that will not only appear

on the bookshelves of experts.

I consider it an essential responsibility of this

Commission to improve public understanding for the

need for speedier and far-reaching decisions in the

North/South relations,. The&deplorable, extreme inequity

amongst peoples must be seriously attacked.
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I think that we in the developed countries have

additional experience to draw on and which might

help us to get our message through to the "man in

the street" with convincing arguments-: The evolution

of our industrialized societies since the 19th Century

has generally been in the direction of greater political

and material participation by broader sections of the

society -- as I believe -- to the benefit of the whole

national community. The lesson that more equal distri-

bution of growth and rights was in the interest of all

had to be learned by the more conservative elements

of the society. Now this principle in a number of

countries is widely accepted and its stabilizing

influence on society is generally appreciated.

Perhaps we can see here one of the paths forward

for the greater involvement of more and more of the

poorer nations in an increasingly co-responsible global

society?

The Commission had its first meeting in early December

1977 at Gymnich castle near Bonn/Germany and will convene

again now near Geneva/Switzerland. This body is anything

but uniform. Its members not only have various back-

grounds and experiences but also different convictions.

It was, therefore, very stimulating and encouraging to

note at our first meeting that there was a mutual under-

standing of the problems and a very constructive at-

mosphere to open up new roads of cooperation. Thus,

the group managed to agree on a common work programme,

the main elements of which can be described as follows:
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1. The need for a new order of international economic

relations will be our main concern.

2. While paying careful attention to UN resolutions on

development problems and other issues explored in

international fora, the Commission will concentrate

on tdentifying desirable and realistic directions

for internationaL development policy in the next

decade and beyond. As an independt body it is free

to raise any inter-related aspects of the world

situation.

3. The Commission will devoted partioular attention-

to exploring the interdependence of both richer and

poorer countries in the world economy as well as to

the need for solutions to the world employment pro-

blems.

4. In its endeavours to stress the need for global

efforts, the Commission will try to improve the

prospects for a greater involvement of all countries,

including the communist states, in international efforts.

As far as these countries with centrally planned

economies are concerned it is envisaged to establish

contacts at expert level so as to pave the way --

in a non polemtic form -- for a greater integration

of these societies in world economic matters.

5. Last but not least the Commission will pay attention

to the relationship between armaments and development.

The latest figures on arms expenditures - and the

rising expenses in developing countries -- should be

of general concern and are, therefore, one of the
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subjects the Commission will devote its attention

to in the desire to make more financial and human

resources available for assisting the establishment

of self-sustained economies in various parts of the

world.

When we decided on our "Terms of Reference", words

like "aid" or "the rich helping the poor" have deliberate

ly been avoided and replaced by the notion of inter-

dependence and mutuality of interest. Thus, the Com-

mission will attempt to shift the framework of debate.

Public opinion in industrialized countries must be led

to see the problem of international development in the

light of having the developing countries achieve a just

return for their own productive efforts. Devielopment

policy must be interpreted as cooperation for the benefit

of all nations, and I repeat: it mustlay the foundations

for a lasting and secure peace.

As far as the financia independence of the Commission

is concerned it should,ointed out that -- unlike the

Pearson Commission -- it will not be financed by the

World Bank. Instead, the operating costs will be met

by untied contributions from a variety of donors, such

as governments', foundations, etc. The Netherlands

Government has been the first to pledge substantial

support on these terms, other governments have joined

in and more donors are expected.

The Commission's small Secretariat is located in Geneva.

Professor Goran Ohlin from Sweden, who had worked for

the Pearson Commission, is the Executive Secretary

of the Commission and shares his responsibilities

with the Director of the Secretariat, Dr. Dragoslav

Avramovio from Jugoslavia, who was with the
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World Bank for a long time.

In order to fully utilize the experience of other

international personalities and, thus, broaden

the scope of its deliberations, a group of eminent

persons will advise the Commission.I sincerely hope

that our common endeavours will effectively contribute

to improving substantially the fate of billions of

people living in absolute poverty and having, thus,

no chance to exercise even a minimum of,human rights.

I think this is a universal challenge to all of us

which we can only meet if we step up our combined

efforts.
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Note by the Director of the Secretariat

1. The attached paper comprises section I of the secretariat paper
"The Record of Development". It covers certain features of growth and
structural change in the economies of developing countries in recent
decades, and the level and trend of individual welfare as measured in
a variety of dimensions. Section II, which covers some key international
factors in development, including international trade, will be distributed
at a later date.

2. Section I of the paper has attempted to describe the economic
experience of the developing countries. It shows that as a group
developing countries have had, in terms of aggregate growth rates, faster
economic growth than the developed countries both recently and when the
latter were at a comparable stage of development. But in Der canita and
also in absolute amounts of total product, the developed countries have
advanced their already substantial lead. Growth has also been very varied

for the developing countries, some of which have been growing much faster
than others. This variation is noted in all aspects of the development
record: in manufacturing growth, in agriculture, in employ-ment, in all
the indicators of individual welfare, some countries have done well in some
respects, less well in others.

3. This experience cannot be readily summarised. The overall impression
must be left with the reader of this paper of much that has been achieved

and much that remains to be achieved. Several developing countries, though

still suffering from the disabilities caused by their relative weakness in
the world economy, are beginning to challenge the long historical dominance

of the industrialised countries. At the other end of the spectrum, some

developing countries are still struggling to establish foundations of

modernisation and growth. In between lie a great variety of countries of

differing economic make-up.



Secretariat Paper 2
page 2

)4. In terms of individual welfare, the backlog of unmet needs is obviously
very great - in individual incomes, in health, in education, in nutrition,
in shelter. This is true even in some of the most advanced developing
countries for some sections of the population - not to mention the industrial-
ised countries. To improve these standards of living and the dignity of
life not for some but for all is the heart of the task for the developed
and developing countries together in the international community. But

there is no consensus over the best way of going about this task. It is
essentially a political decision how different nations manage their economic

efforts for development and how their societies share in the fruits of growth.

5. Mr. Robert H. Cassen was the principal author of the paper.



CONTENTS

Paragraphs

Introduction 1 - 6

I.A. Structural changes in the economy 7 - 46

Macro-economic growth 12 - 18

Growth of manufacturing 19 - 25

Food and agriculture 26 - 35

Employment 36 - 46

I.B. Individual welfare 47 - 87

Per capita income 47 - 51

Growth of per capita income 52 - 55

Trends in income distribution 56 - 61

Non-income criteria 62 - 87

(i) Mortality 63 - 67

(ii) Nutrition 68 - 74

(iii) Health services 75 - 78

(iv) Education 79 -:83

(v) Housing, urban life and other

amenities 84 - 87



ii

List of Tables in Text

Paragraph

12 Annual average growth rate of total GDP (main country
groups) 1950-1976

15 Developing countries' population and GNP, 1975, and
annual growth of GNP, 1960-1975 (by classes of countries)

41 Estimates of unemployment and underemployment,
developing countries by region, 1975

49 Average income distribution for developing countries
by quintiles and implied per capita incomes at assumed

average income levels

52 Developing countries' annual average growth rates of
per capita GDP, by region, 1950-1976

53 Developing and selected developed countries, annual
average growth rates of per capita GNP 1951-1975



Annex

Table

I Growth rates of total real product 1960-1975

II Selected developing countries:- Share of non-agricultural
population in total active population 1950-1974

III GNP originating in manufacturing and total GiP by
region and group of countries, 1973

IV Agricultural production in selected developing countries,
1960-1975

V Per capita real product and population of selected

developing countries and territOries, 1960-1975

VI Distribution 'of developing country population according

to per capita real product growth

VII Combined primary and secondary education enrolment as
percent of population 5-19 (table and figure), 1960-1970.

References



Secretariat Paper 2

page 1

THE RECORD OF DEVELOPMENT

Introduction

1. The record of development is a shorthand term to describe how the

lot of mankind has changed since World War II in different parts of

the world. It is important to refer at the outset both to the very

wide diversity of the societies described as developing countries and

to their unity. Many of the countries of Africa and Asia are nations

emerging from colonial rule - in some cases less than twenty-five years

ago - with strong cultural traditions but without the administrative

machinery that they needed and had to build. Those in Latin America

and Southern Europe have mostly existed as independent nation states for
some considerable time. But all the developing countries have common
features: they have been on the periphery of the world economy, exposed

to forces they could not control, and have felt that they were not the

masters of their economic destiny.

2. While the development expert tends to concentrate - as does the

present paper - on the economic record, for many of these countries and

their political leaders the chief preoccupation has been the establish-

ment of viable nationhood: the creation of all the appropriate domestic,

political and administrative institutions and the determination of the

position of their countries in the international community. The

political situation is a major factor in setting the boundaries of

economic choice, the capacity for institutional change, or the extent to

which desired progress will be blocked by social opposition. Yet here

these considerations are left largely in the background.

3. However, if the record is depicted in terms of countries and various

statistical indicators, that is not because this political history is

thought to be unimportant. Rather, the coexistence of different political

systems is accepted as it is within the United Nations, and regarded by the

Secretariat as a given, not as a subject for discussion.

4. Analyses of economic growth in developing countries and the improve-

ment of standards of living pay great attention to issues of economic

management and planning. Questions have been asked by economists about

strategies of development, and whether governments have found the right

balance between sectors in the allocation of investment and other

resources. Foreign trade regimes and import substitution policies of

many countries have been criticised, but equally more serious questions can

be raised regarding the relevance of neo-classical prescriptions of

economic efficiency and their effects when they are tried in developing
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countries. Fiscal policies have been the subject of comment, and the

adequacy of taxation and savings efforts. The role of inflation in

development has been the subject of innumerable books and papers, as

have also been balance of payments, reserves and debt management. When

it comes to t'he distribution of incomes, a large number of studies have

pointed to the largely social and political factors which govern the

evolution of society in this respect.

5. A great deal of international attention has been paid to the popula-

tion issue. The extent to which economic growth and living standards

are affected by rapid population increase remai-ns a subject of intense

dispute. There is, however, growing agreement over the two main issues

that affect policy: firstly, the decline of fertility is increasingly

regarded as a feature of general improvements in living standards, in

health and education and social modernization. Deliberate attempts to

assist fertility reduction by voluntary birth-control programmes play

only a part - in the view of many, a limited part - in this process.

Secondly, whatever policies are adopted, the current age-distribution of

most developing countries' populations guarantees very substantial popula-

tion growth for the next decades, even where - as is now commonly the case -

fertility has begun to decline. International concern about population

growth should thus find its main expression in the form of concern for

living standards in the developing countries.

6. In what follows, attention to all these mainly domestic matters is

largely incidental. The Secretariat has taken the view that this

Commission would wish to have set before it a fairly detailed picture of

the economic progress of developing countries both in terms of structural

change in their economies and in levels of individual well-being. But

when it comes to discussing the key factors in this historical progress,

attention will be confined to those international issues which will be

the main subject of the Commission's deliberations.

I.A. Structural change in the economy

7. The record of development may be looked at in terms both of macro-
economic change and of individual welfare. Many would hold that when

countries are poor, they must concentrate their efforts on economic growth -

this may not produce widespread improvements in living standards in the

short run, but devoting resources to raising living standards now will be

at the cost of being able to do so more rapidly in the future. Such a

view is, of course, a matter of great debate: some would claim that

growth produces benefits for all which are not negligible - that view,

commonly referred to as the "trickle-down" theory, has not, on the whole,

withstood examination, as the discussion below suggests; but it could

be said that that discussion concentrates unduly on the fate of the poor,

and that for a large share of the people of the developing world, living

standards have improved as a result of growth.
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8. The position that the poor must wait and that the immediate task is
to improve the productive capacity of the economy is summed up by another
phrase: "grow now, distribute later". This position too, as well as being
a matter of political choice, contains scientifically controversial elements:

here the debate is by no means settled. There is no agreement among

economists about the "costs" to growth of egalitarian policies. Older views

of growth stressed the importance of investment almost to the exclusion of

other variables, and held that any policy whic h raised consumption reduced

investment and, therefore, growth. Under simple assumptions within such a

framework, the choice was between more consumption now or higher rates of
consumption growth later.

9. Modern accounts more frankly confess that the causes of growth are not

well understood, and that while investment matters for growth, so do many
other things. Development strategies stressing consumer goods or social
services and - which will have similar macro-economic effects - the generation

of employment, may interfere with capital accumulation. But there are many
possible offsetting effects: consumption gains may provide incentives and,

especially where nutrition is poor, enhance labour productivity. That education

contributes to economic growth is unquestionable, though difficult to quantify.

A growing domestic market may help to channel private investment into

productive uses rather than speculative assets; the consumption requirements
of lower-income groups also tend to require fewer imports than those of the
better-off. The political strains of development may be eased if individual

welfare is not neglected. Even if economic growth suffers under redistributive
policies, population growth may be slowed down by them, so that per capita

income growth may not suffer. And so forth.

10. Unfortunately, these and other aspects of growth are extremely difficult
to' measure, so that even if economic objectives are clearly specified, the

choice of resource allocation which will achieve them may be as much art as

science. Be that as it may, most governments of developing countries have

taken the view that other goals of development are at least as important as

the immediate improvement of living standards. In particular, they have usually

pursued particular forms of structural change in their economies: increases

in the share of national product originating in manufacturing; reduction in

the commodity-concentration of production and of exports; movement of the

labour force out of agriculture and into industry; reduction of dependence

on imports of goods or of capital.

11. "Development" means many things, but from the economic point of view,

development is distinguished from growth: growth commonly refers to an

increase in production of,7 particular pattern of output, while development,
whatever else it implies,- incorporates the ideas both of growth in that

1/ For many commentators "development", even in the economic sense alone,

importantly contains notions of progress in individual economic welfare.

There are, of course, many conceptions of development far broader than this.

The term "underdevelopment" has also gone through a variety of changes: having

once meant an early stage of-development - that at which the developing countries

started, or the developed countries before they industrialised - it began to

acquire connotations of "dependence", and while the term has now dropped out of

use in international arencies, it lives on mainly in radical literature, today

with the meaning almost of a condition inflicted on the developing countries by

the develoned. (For an example. see Leys. 1975.)
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sense and of structural change in the dimensions referred to and others
too. The present record, therefore, begins with a summary review of
growth and structural change in the economies of the developing countries.
Section I.B continues with an account of changes in individual welfare as
reflected in a variety of indicators.

Macro-economic growth

12. For the developing countries as a whole economic growth rates have
been decidedly impressive in recent decades. From 1950-60 their real
gross domestic product (GDP) grew at 4.7 per cent annually; from 1960-70,
at 5.2 per cent. The 1970s began with even faster growth: 6.0 per cent
a year from 1970-73; but the was a deceleration from 1973-76 when annual
growth was only 4.6 per cent.- This gives an average rate of 5.0 per cent
growth from 1950-76. Comparable rates for "Developed Market Economy
Countries" and "Socialist Countries of Eastern Europe" (as defined by UNCTAD)
can be seen from this table:

Annual average growth rates of total GDP

(percentages)

1950- 1960- 1970- 1973- 1970- 1950-
1960 1970 1973 1976 1976 1976

Developing countries
and territories 4.7 5.2 6.0 4.6 5.3 5.0

Developed market-
economy countries 4.1 5.1 5.1 1.4 3.0 4.2

Socialist countries
of Eastern.Europe 9.6 6.7 6.6 5.7 6.3 7.7

Source: UNCTAD 1976 (a) and 1978, except for the last column which is
calculated from the other figures.

1/ These figures were taken from the UNCTAD Handbook of International
Trade and Development Statistics 1976 and 1978. It must be borne in mind that

these figures come from individual country sources of varying quality. Also,

the same figures can be combined in different ways to give very different

growth rates over time. There are no "correct" figures. This document

relies mainly on the UNCTAD tables because, over the range of its subject

matter, the fullest documentation with the largest measure of internal

statistical consistency comes from that source. It has proved unavoidable

to give gross product figures sometimes in terms of G4P, sometimes GDP, as

indicated. The UNCTAD GDP figures in this document are at 1970 world prices,

GNP figures at 1973-75 prices and exchange rates. World Bank figures differ

from those in UECTAD documents for a variety of reasons: coverage,
definitions, etc.
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13. While the developing countries have had higher growth rates than the
developed market economies, the absolute increascs in GDP have been much

smaller. "Taking the 20 years from 1952 to 1972, the total gross product
of the developed market economies rose from $1,250 billion to about

$3,070 billion, in terms of 1973 prices, the increment alone ($1,820 billion)

being three-and-a-half times the aggregate gross product of the developing

countries in 1972 ($520 billion)." 1/ Of course the rate of population growth

being much higher in developing than in developed countries the growth of

product per head has been slower 'in the developing countries. (The progress

of per capita incomes is discussed below, para .47 ff.)

14. Just as noteworthy is the fact that growth has been unevenly distributed

among the developing countries. A large group of developing countries have

not achieved rapid growth while others have, so that income differentials

within the developing world have been widening. Two significant categories

of fast-growers in the 1960-75 period have been the "developing petroleuim

exporters" and "major developing fast-growing exporters of manufactures". Annex
Table I shows the petroleum exporters, some 12 countries with 16 per cent

of the developing countries' population and 25 per cent of their total GIIP

in 1975, growing at 5.9 per cent annually 1960-70 and 7.6 per cent 1970-75.
The fast-growing exporters of manufactures, seven countries with 6 per cent
of developing countries' population and 15 per cent of their GNP, grew at

7.9 per cent annually 1960-70 and 6.7 per cent 1970-75. 2/ Of the rest of

the developing countries, those with Der canita incomes in excess of $250

in 1975 had 24 per cent of the developing world's population with 40 per cent
of its GNP: their gross product grew by 5.0 per cent 1960-70 and 6.0 per cent
1970-75.

15. Those with per caTpita incomes below $250, clearly the "problem countries"

from a growth point of view, composed over 5h per cent of the developing
world's population, but had only 20 per cent of its total GNP in 1975: their

gross product growth was only 3.8 per cent annually between 1960-70, and

2.4 per cent for 1970-75. (Of course even among these countries there were

significant differences in performance.) The following table gives these

figures in summary form:

1/ UNCTAD, 1976 (b). All UNCTAD figures quoted, and all others in

this paper, exclude China unless otherwise indicated.

2/ The notes to Table I identify these groups and the criteria by

which they were selected.
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Developing Developing Annual growth

countries' countries' of GNP

population GNP 1960-70 1970-75
1975 1975
(per cent of totals) (per cent)

Developing Petroleum

exporters 16 25 5.9 7.6

Fast-growing Exporters

of manufactures 6 15 7.9 6.7

Countries with $250 +
per capita income 24 40 5.0 6.0

Countries with $250 -
per capita income 54 20 3.8 2.4

100 100

Source: UNCTAD, 1977

16. In population terms, almost three-quarters of the slowly-growing group

is composed of the three large countries of the South-Asian subcontinent -
Bangladesh, India and Pakistan. Of these three, only Bangladesh belongs to

the group defined within the UN system as "least developed";l/ the remainder

of the "least developed" constitute a further 16 per cent of the "slow-growers".

17. There are, it must be said, various anomalies in this presentation:

thus the definition of fast-growing exporters of manufactures excludes a

country such as Brazil, whose gross product and exports of manufactures grew

at over 6 per cent during the period. Indonesia, although a "developing

petroleum exporter" was a slow grower in the 1960-70 period and had per canita

income below $250 in 1975; there were also slow growers in the $250+ Der capita

income income class, e.g. Ghana, Senegal, Uruguay. These groupings are not

intended to depict the causes of growth, which are considered below, mainly

in Section II; but clearly a petroleum exporter or a major exporter of

manufactures was likely to grow relatively fast during this period; and it

is hardly surprising that countries which have been growing faster over a long

period are now better-off than those which have not. In future, of course,

some of the slow-growers may accelerate their growth, while other countries

which have been growing rapidly may slow down.

18. As was said above, interest lies not only in growth but in structural

change. The two are clearly connected - in the early stages of development

growth may be difficult to achieve without significant alteration in the

composition of output. Attempts have been made to elaborate statistical

l/ For the definition of "least developed" see notes to Table T.
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analyses showing systematic change in a relatively small number of variable%
in the course of the development process. One of the more recent of these-

has explored the regularities of growth among developing countries in terms
of: investment; government revenue; education; the distribution of
consumption between public and private sectors, and of production between
primary products, industry, utilities and services; the structure of trade
and employment; urbanisation and demographic change; and income distribution.
Whether or not one accepts the model generated by this work, examination of
development in terms of these dimensions is certainly revealing, a large share
of the difference between countries in overall economic performance being
explained by them. Since industrialisation has a key role in any such
examination, that is the first topic discussed.

Growth of manufacturing

19. For most developing countries the promotion of manufacturing industry
has been the central goal of economic policy. The manufacturing sector
has been regarded as providing opportunities for dynamic growth not obtainable
elsewhere. It was expected to generate a large reinvestible surplus; it
would reduce dependence on imports; in trade it would reduce dependence
on commodity exports whose growth was expected to be slow. Raising the
proportions of output originating or labour employed in manufacturing became
almost synonymous with development itself. These ambitions were political
as well as economic, since this particular form of economic progress was
regarded as necessary to change the entire spectrum of political and economic
relations between industrialised and developing countries, insofar as these
relations were conditioned by the relative economic weakness of.the latter.
On the whole, while recent decades have witnessed many successes in the
industrial field on the part of several developing countries, for many the

growth of manufacturing has been disappointingly slow and the problems
encountered in attempts to accelerate it acutely frustrating.

2/
20. First the overall record. Between 1955 and 1974 the manufacturing output-
of developing coantries increased at an annual rate of 6.9 per cent, compared
with 5.0 per cent in the developed market economy countries. But so small was
the base from which they started that, despite the considerably faster rate
of growth, the share of the developing countries in the combined manufactures
of the developing and developed market-economy countries only rose from
9.1 per cent in 1955, to 12.3 per cent in 1974. If all other countries are
included - and the manufactures of the centrally planned economies have been
growing faster than those of the groups of countries so far mentioned - the
developing countries' share of world manufacturing output has changed even less

during the period, from just under to something over 7 per cent of the total.

1/ Chenery and Syrquin, 1975

2/ Value added at constant prices. The figures are derived from

UN Statistical Handbook or UN Handbook of Industrial Statistics, for nine

branches given by the UN, excluding ISIC 39 (miscellaneous manufactures)

for which growth rates are not given.
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Their very small share of world manufactures explains many of the
difficulties, both domestic and international, faced by the developing
world in their efforts at industrial expansion.

21. Further, there is considerable concentration of this manufacturing
activity in a small number of developing countries: in 1970 six countries
(India, Brazil, Argentina, Mexico, Indonesia and Chile) produced 56.5 per cent
of the developing countries' manufacturing output, and a further twelve
countries (Iran, Colombia, Venezuela, Pakissan, Philippines, Egypt,
Puerto Rico, Peru, Republic of Korea, Thailand, Morocco, Burma) an additional
24.1 per cent: eighteen countries, in other words, produced over 80 per cent
of Third World manufactures. By region, Latin America produced 52.7 per cent
of Third World manufactures in 1970, Asia 40.2 per cent, and Africa 7.1 per cent.
Since 1970, Asian and Latin American output of manufactures has grown faster
than that of Africa.

22. These figures do not bring out the extent to which various developing
countries are becoming industrialised: as is obvious this is very limited
in most of Africa. In Latin America, several countries have a high

proportion of their labour-force engaged in industry, though for some of

them this has been true for a long time. In India, which has become one of

the world's industrial giants in absolute terms of manufactured output, the
proportions of the population employed outside agriculture is low and has
hardly changed since 1911. Table II lists all the major countries whose

labour-force proportions outside agriculture exceeded 35 per cent in 1974,
together with those for India and comparative figures for earlier years.

In most other countries, while these proportions have almost everywhere

increased, they have done so fairly modestly.1/

23. Table III gives figures for proportions of gross product originating

in industry for various regions. ' Whatever measures are employed, the

picture for the distribution of manufacturing activity and its increases

over time in the developing countries does not differ a great deal. More

up-to-date and detailed figures show that certain countries (e.g. Argentina,

Brazil, India, Republic of Korea, Mexico, Yugoslavia) have been making

particularly rapid progress in recent years. But it remains true that the

lion's share of activity occurs in the small number of countries named above.

24. The rapid growth of exports of manufactures has also been a feature

of developing country experience in recent years;2/ this, too, has largely

been confined to these same countries. The further growth and - even more

important - wider diffusion of manufacturing activity is a crucial component

of the prospects of developing countries. For this to happen, a much

greater expansion in trade in manufactures is going to be required, with

1/ The proportions outside agriculture are given, rather than the

proportions in manufacturing, since for developing countries the former give

a fuller impression of structural transformation. In developed countries, an

average of about 30 per cent of the labour-force is engaged in manufacturing
per se, but growth in other sectors (especially services) is a feature of

post-industrial development.

2/ This is examined in detail in Section II.
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consequent necessary adjustments to permit access to the markets of both
developed and developing country importers.I The UNIDO Lima Conference

established as a target the increase of the developing countries' share

of world manufacturing from the current 7 per cent to 25 per cent by the

year 2000. It is not without interest that the RIO Report a regards
some such achievement as a necessary condition for the 5 per cent growth

in per capita incomes which its scenarios for the future explore.

25. When the statistical record is discussed in this fashion, a feeling

may well remain that it fails to bring out the true significance of

changes that are taking place. The pace of manufacturing growth has been

quite remarkable in severalof the countries named, and has accelerated in

the 1970s. In a number of fields, even some of quite advanced technology,
several developing countries are becoming competitors of the older

industrial nations. In several products, even if mainly for their own

markets, they produce large shares of world output. Even in many smaller

countries where manufacturing is not yet a major share of production or

employment significant modernisation has been achieved. There are now

several major nerve centres of world industrial production, and the "periphery"

is in this as in other respects beginning to be decidedly less peripheral.

Food and agriculture

26. This paper will not attempt a survey of agricultural development.

But some account of the agricultural sector, however brief, must be given

in any description of the record of development. This is where the

majority of people in the Third World live and work, and the source of a

major share of their output, employment and incomes. The industrialisation

of the developed countries was almost universally preceded or accompanied

by an "agricultural revolution", that is, by major increases in agricultural

productivity. This permitted the release of labour into industry and also

generated a surplus for industrial-investment. In today's developing

countries much of the rural labour supply to industry derives from

population grow-th; and while an investible surplus has often been extracted

from agriculture, this has not universally been derived from productivity

increases.

27. Many developing countries in their drive for industrial advance were

at first slow to recognise the complementary functions of the rural sector

and give them appropriate priority. As a result, the 19 60s and even the
70s have sometimes offered the sad spectacle of governments spending in a

l/ Trade is particularly important for some of the smaller countries,

where domestic markets do not form an adequate base for development of

industries of efficient scale.

2/ Tinbergen, 1976.
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drought-prone area more on relief programmes in one year than on irrigation
in the previous five, or being forced to import large quantities of food

with scarce foreign exchange while 60 per cent or more of the population
was engaged in food production.

28. Agricultural progress is difficult. Not only are soil and weather
conditions often intractable; very often social organisation and the

distribution of landholdings prevent desirable change. As Albert Hirschman

observed several years ago, discussing the drought problem in North-East

Brazil, it is easier to construct reservoirs than get the water to the

farmers' fields. / Further, it must be remembered that attitudes to

agriculture in the 1950s and 60s were only formed in part by the enthusiasm
for industrialisation; they were also conditioned by a considerable
pessimism about agricultural technology and the adaptability and willingness

to innovate of the cultivator. Some authorities have claimed that until

the Green Revolution seed varieties appeared there were few agricultural

innovations sufficiently profitable to tempt farmers to take the risk of

adopting them, 2/ though that is far from being a universally accepted view.3

29. The main features of agricultural development which should figure in
an account of "structural change" would be progress in the productivity of

agricultural labour and land, and the extent of protection of crops - where

possible - against fluctuations in output due to natural causes. While

these have been studied for individual countries, none of the readily avail-

able international comparisons of performance give their accounts in these

terms. One is left for present purposes with the record of performance

in the growth of agricultural output and food.

30. The early 1970s were fairly alarming for world agriculture and for

the developing countries' part in it. Growth rates were low, and in one

or two years poor harvests of food crops in several developing countries -

mainly due to rainfall failures - &oincided with a rundown of stocks in

North America at the same time as the Soviet Union and other centrally-

planned economy countries entered the international market in a big way,

with consequent major increases in the prices of traded foodstuffs. (It
should be borne in mind that in a normal year only 6-7 per cent of the world's
food-grains are traded internationally; the vast bulk of the main staple

'foods are produced and consumed in the country of origin.)

31. During 1970-75 the average annual growth in agricultural production
of developing countries was 2 per cent - lower than their overall growth

rate of population. In fact, per capita agricultural output declined

1/ Hirschman, 1965.

2/ E.g. Mellor et al., 1968

3/ See, e.g., one of the most articulate exponents of the thesis of

rural neglect - Lipton, 1976.
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by 0.3 per cent annually between 1970-75 for the developing countries as
a whole and for most major groups of countries. This compares with an
increase of 0.5 per cent per year from 1961-70.1./ In fact 1971-74 were
poor agricultural years for most developing countries. But 1975 and 1976

have been considerably better.

32. Agricultural self-sufficiency is not necessarily a good thing in
itself. Countries with good trading prospects may be well advised to
import food and export their products of comparative advantage. Nevertheless,
when a country has a very large share of its labour-force engaged in
agriculture, when food availability is poor relative to requirements, and
when foreign exchange is scarce, any falling behind in food output relative
to population growth may be a cause for concern.

33. Table IV gives figures for growth rates of agricultural production by
country. (Agriculture and food are not the same thing, but they tend to be
strongly correlated in most developing countries.) As can be seen, several
countries with large agricultural sectors have fallen behind relative to
population growth both in 1961-70 and 1970-75: fourteen African countries
in particular, several of which ean ill afford growing food imports.

34. The figures in this Table for the large countries of the Asian
sub-continent are slightly misleading: the only country which is listed with
agricultural growth slower than that of population for both 1961-70 and

1970-75 is India. But the 2.0 per cent average for 1961-70 includes the

two terrible drought years of 1965 and 1966; in fact, the average growth
from 1949-50 to 1974-75 in India was 2.6 per cent annually, against an
average rate of population growth only a little over 2.0 per cent.
Bangladesh and Pakistan had a better record in the 196 0s but in recent years

have experienced considerable difficulties. Currently both Bangladesh and

India have favourable food situations.

35. Assessments of the prospects for food and agriculture in the sub-

continent seem to take their tone from the ups and downs of current production.

The balance of opinion suggests that food production can keep up with
population growth, though at very considerable resource cost which will

retard progress in other sectors for some time to come. In Africa, irrigation
and soil-conservation in several countries have in the past received

inadequate attention, with a large backlog of unriet requirements. In both
Asia and Africa the weather remains a potent determinant of crop performance,
and there are limits to what can be done to counteract its effects. In

several countries much has been done. But increasing deforestation, drought-

proneness and "desertification" are among a variety of factors behind

pessimistic warnings for the rural prospects of several countries, most

notably, but not only, those of the Sahel region. It is as well that both

the governments of these countries and the international community have begun

in recent years to show much greater awareness of the problems and willingness

to take remedial measures.

1/ UNCTAD 1977
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Employment

36. There is a large variety of estimates of developing country employment.
There is also a growing body of agreement that the concept of unemployment as
it is understood in developed market economies is not wholly appropriate.
How to approach the problem more usefully is now also widely appreciated,
but the price of understanding is the near-impossibility of measurement.

37. For a long time observers iwere puzzled by low reported rates of open
unemployment in some countries, which did not accord with the most casual
observation. Then it became clear that if the unemployed were measured
as those available for work during a whole year and without work for the
year - the kind of definition often employed in population censuses - such11
people would indeed turn out to be a small proportion of the labour force -

not unusually of the order of one or two per cent. The reference period
might be less than a year, but still the "openly unemployed", when counted,
seemed to be unrealistically few. In fact, to assess unemployment, estimates
are needed not only of open unemployment but also of underemployment and
low-productivity employment.

38. The underemployed are those who work for less time than that for which
they are available and willing to work; the "low-productivity employed" are

those whose functions contribute marginally to total output and whose pay is

meagre - both concepts reflect under-utilised labour. In conditions of

great excess supply of labour, there are also many whose work is productive

but whose pay is low. "The crux of the employment problem in the developing

world thus lies in the high proportion of the labour-force earning inadequate

incomes. 2/

39. The result of this is that measurements of the extent of unemployment
or underemployment bear a close relation to estimates of those living in
poverty. The ILO estimated that-in 1975 the openly unemployed constituted

about 33 millions, or 4.7 per cent of the labour-force of the labour-force of
the developing market economies of about 700 millions; the underemployed

numbered a further 250 millions, or nearly 36 per cent of the labour-force.

40. However, the ILO-also confessed that the estimates of underemployment

were extremely elastic since they derived from country data which did not

always employ the same criteria - and for the countries where data were not
available, proportions were applied derived from countries where they were.

Further, "underemployment" was measured in relation to a notional working

week and a notional level of "adequate" pay which were themselves somewhat

arbitrary. Even then, the total of 283 millions arrived at - adding two

1/ The notion of the "labour-force" is itself a source of difficulty,
since the numbers of those of working age who consider themselves available

for or seeking work may vary widely throughout the year.

2/ ILO 1976.
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dependents per labour-force member - was "consistent with estimates of

acute poverty" but "understates the magnitude of the total poverty problem".

4l. A table setting out these ILO estimates is given below. Even though

the figures have wide margins of error - especially those for underemployment -

they do give an indication of the geographical distribution of the employment

problem and its rural/urban breakdown. In terms of sheer numbers the main

location of the unemployed and underemployed-is in Asia (and most of them in

South Asia), while in terms of labour-force proportions the problem in Africa

(especially for open unemployment) may be more acute. In Latin America the

urban unemployed dominate the totals, reflecting the tremendous influx into

the cities of rural labour seeking work.

ILO Preliminary Estimates of Unemnloyment and Underemp loyment

by region, 1975 (in millions)

1/ 2/
Region Open Unemployment- Underemployment- Labour Force

Total of which Urban Total of which Urban

3/
Asia - 18 6 168 20 461

Africa 10 3 53 7 141

Latin
America 5 5 28 14 98

Oceania - - 1 - 2

Source: ILO 1976

1/ Defined as "persons without a job and looking for work".

2/ Defined as "persons who are in employment of less than normal
duration and who are seeking or would accept additional work" and "persons

with a job yielding inadequate income".

3/ Excluding China and other Asian centrally planned economies

42. To decide whether these estimates of the employment problem are

sensible is extremely difficult, and can easily descend into sterile semantics.

It is clear that poverty is extensive and that work for many people who want

1/ The ILO, using data from Chenery et al. 1974, estimated the
"seriously poor" (less than $180 in Latin America, $115 in Africa and $100

in Asia) at 1210 millions in 1972, of whom 706 millions were "destitute"

(less than $90 in Latin America, $59 in Africa, $50 in Asia). These

matters are discussed further below.
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it is not available or badly paid; but in the present state of the art
the range of possible estimates of unemployment and underemployment at
which distinguished scholars can arrive is too broad for any but the
crudest indicative purposes.

43. Since India in most estimates contains a large share of the employment
problem, one might note that A.K. Sen showed a set of assumptions under
which surpluslabour in 1971 could be assessed at 23.7 per cent of the
labour-force, while other equally tenable assumptions would make it a
fraction of that figure.1' Perhaps the most rigorous and practical analysis

of rural unemployment, that of Raj Krishna, converted sample survey estimates
of unemployed man-days reported into an equivalent of unemployed man-years -2
this came out at just under 7 per cent of the rural labour-force in 1972/73.-
(And even his work is open to question, since he did not enquire at all closely
into the meaning of the wage-level at which those who described themselves

as "available" were willing to work.)

44. Thus, reliable assessments of the level of unemployment are rarely

available - if indeed they are possible. It is even more rare to have any

indication of the trend in'employment. Nevertheless, a variety of studies

suggest that the employment situation in developing countries is not improving,
to say the least. Apart from anything else, demographic expansion is producing

tremendous increases in labour-force. The average annual rate of population
growth in developing market economies was 2.0 per cent between 1960-70,
producing a 22 per cent increase in population in a decade, with comparable

labour-force growth. In many African countries, population growth exceeds

3.0 per cent, a rate at which population expands by 34 per cent in a decade.
Because of age-structure changes, labour-force growth will accelerate even

after population growth rates begin to decline: the UN "medium" population

projection (incorporating substantial fertility decline) suggests a 75 per cent

increase in labour-force between 1975-2000 for developing countries as a whole.

And commonly it is in the countries which find it most difficult to create

new jobs that labour-force growth is most rapid.

45. It would be false to suggest that high rates of population growth are

responsible for the employment problem, although they may make it more difficult,

particularly in densely populated countries. The generation of employment

is affected by a large range of policies and conditions - all those that

influence agricultural productivity, manufacturing and services development,
technology, the output mix, relative prices, labour conditions and organisation,

to name but a few. The international context of development - international

labour movements, export markets, the behaviour of transnational corporations -

also have a powerful influence. Some countries have been notably more

1/ Sen, 1975

2/ Raj Krishna, 1976. This does not mean that 7 per cent of the rural
labour-force were wholly unemployed, but that the total amount of reported

unemployment and underemployment was equivalent to 7 per cent open

unemployment.
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successful than others in generating additional employment, particularly

those, such as China, whose institutions permit the organisation of

intensive labour use at low levels of capital-per-worker.

46. There are no simplistic solutions to the employmQnt problem. (Not

that some have failed to be proposed - "appropriate technology", "getting

the prices of labour and capital right".) -It is clear that for a large

number of developing countries, especially the poorer among them, past

patterns of development have not generated sufficient employment; even in

some countries where economic growth has been quite rapid, and substantially

faster than the growth in population or labour-force, employment levels

have often not risen pari passu. But it is the whole pattern of development,

including importantly the international dimension, that matters 1/

I.B. Individual welfare

Per capita income

47. The discussion inevitably starts from the level of gross national

product (GNP) per head. Much has been written on the poor quality of GNP

figures for many countries, and on the dangers of international comparisons

l/ It may be added that attitudes towards the employment question

have changed a great deal among development experts. When the first ILO

"Employment Mission" produced its report, the view it expressed, that

employment should be a major goal of policy, if necessary at the expense

of economic growth, was considered quite heretical. (ILO, 1970.) Now

what was once heretical is hardly even challenging. Today there is more

-interest in the - unanswered - question of whether strategies aimed at

maximising employment in the short run do or do not harm economic growth,

or the prospects for ihore rapid employment creation in the longer run.
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1/
of such figures converted by exchange rates to a single currency. -

But while these figures can, and will here be supplemented by other

information, and while their significance is open to criticism, they have

been the foundation of assessment for so long that despite their faults

they cannot be dispensed with.

48. The first column of Table V shows the 1975 per caDita GI4P figures

for selected developing countries. As is apparent, the range is very

considerable, with 19 countries exceeding $1000 per hea, and 35 having

less than $250 - and 23 countries having $150 or less.T It should be

noted that the list in Table V omits some very small countries or

territories, but includes 99 per cent of the population of all developing

countries or territories, other than China.

1/ A US dollar in the United States purchases less than its exchange-

rate equivalent in the local currency of a poor developing country. One

could not live for many weeks in the US on the dollar-equivalent of incomes whic!

sustain life - however inadequately - for a whole year in many parts of the

world. In fact, converted on a purchasing-power-parity basis, India's

per capita income, worth $144 according to official exchange rates, would

be worth something closer to $1,50. (Kravis et al., 1977.) Exchange-rate

figures thus exaggerate the gap between high and low income countries. This

does not mean that poor countries are not poor and rich countries are not

rich, but rather that in comparisons of such disparate economies the room

for statistical manoeuvre is large. There are other reasons for treating

these figures with caution - not least, as is referred to in the text below,

because they are averages ignoring the distribution of incomes. Nevertheless,
most experts consider that the growth rates of these Der capita income figures

do have some significance.

Some figures on income differentials at purchasing-power-parity values

are given in Tinbergen (1976) p. 87. The richost 10 per cent of the

world's population (i.e. in the industrialised countries) have on this basis

an average income equal to 13 times that of the poorest 10 per cent (i.e.

people in the low-income developing countries).

2/ This list of 35 countries is not the same as the UN list of 29 countrieE

referred to as "least developed". These countries are defined by joint

criteria of per capita income ($100 or less in 1968), literacy (20 per cent

or less for persons over 15 years of age), and share of manufactures in total

output (10 per cent or less in 1968). They are: Afghanistan, Bangladesh,

Benin, Bhutan, Botswana, Burundi, Central African Epire, Chad, Democratic Yemen,

Ethiopia, Gambia, Guinea, Haiti, Lao PDR, Lesotho, Malawi, Maldives, Mali,

Nepal, Niger, Rwanda, Samoa, Sikkim, Somalia, Sudan, Uganda, United Republic

of Tanzania, Upper Volta, Yemen. These countries comprise 245 million people,

or 13 per cent of the developing countries' total population.
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49. While these figures give some indication of the international spread
of developing country incomes, the distribution of income within countries

should be referred to at the outset. The table below shows the shares
of total income received by quintiles of the population of a "typical"

developing country.- The bottom lines show what the average income per

person would be in each quintile if the per capita income for the country

as a whole were $250 or $150. If the distribution figures were indeed

representative, the implication would be that in countries of $250 per cacita

income, 40 per cent of the population would have incomes less than $100; in

countries where the average is $150, 60 per cent would have less than $100.

Quintiles 1 2 3 4 5 Total

(1) Share in total income 53% 22% 13% 7% 5 100%

(2) Share in population 20 20% 20% 20% 20% 100%

(3) Per capita income $662.5 $275.0 $162.5 $87.5 $62.5 $250

(4) in quintile $397.5 $165.0 $97.5 $52.5 $37.5 $150

50. By combining data for per capita incomes and estimates of income

distribution, some figures indicating the distribution of "absolute poverty"

in the major regions of the developing world can be derived. The following

gives some estimates made by ILO for 1972:

Estimated numbers of people in developing market economies

living in poverty, 1972

Region Total Seriously Destitute Seriously Destitute

population poor poor

(millions of people) (percentage of

population

Asia 1,196 853 499 71 42
Africa 345 239 134 69 39
Latin

America 274 118 73 43 27

1/-
Total - 1,815 1,210 706 67 39

Source: ILO 1976.- For definitions see footnote 1 para. 40.
1/ Excluding developing countries in Europe and Oceania, with a total

population of about 25 million.

1/ Line (1) of the Table is from Chenery et al., 1974; it is an average

from distribution figures for some 64 developing countries for which data (often

rather poor data) were available. These figures should be regarded as a very

crude approximation. Lines (3) and (4) are calculated from line (1) and the

anpm9 fi rure for average income ner capita.
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51. For comparison, the developed market economy countries on average
had per capita incomes of $3633 in 1975, and the socialist countries of
Eastern Europe (as defined by UNCTAD) $899. l/ The distribution of
income in the developed market economies is more even than that in the

developing countries, with the bottom two quintiles mostly receiving
some 15-20 per cent of total income; that in the Eastern European
countries is more even still, where the share of the lowest two quintiles
may average closer to 24 per cent.2/

Growth of per capita incomes

52. For the developing countries as a whole, the average annual rate of
growth of per capita real GDP was about 2.6 per cent between 1950-76.
The annual rates of growth have accelerated over the decades, being
2.4 per cent for 1950-60, 2.6 per cent for 1960-70, and 2.8 per cent
for 1970-76.1 But much of this acceleration of growth in the 1970s is

due to the performance of the oil-exporting countries, and in the 1960s
and 70s, of the fast-growing exporters of manufactures. A regional
breakdown is more revealing (though the rapid growth of South-East Asia
is concealed in this table, since it is swamped by South Asia).

Developing countries Annual average growth rates of
per canita GDP (per cent)

1950-60 1960-70 1970-76

Latin America 2.3 2.6 2.8

Africa 2.0 2.5 1.4

West Asia 4.1 4.4 4.7

South and South-East
Asia 2.0 2.2 2.4

Source: UNCTAD Handbook of International Trade and Development

Statistics, -New York 1973

1/ Figures from UNCTAD, 1977

2/ These figures are also taken from Chenery et al. 1974, which gives

date on 13 developed market economies and 5 Eastern Euronean socialist
countries. (In two of the former countries the share of the lowest quintiles

was less than 12 per cent.) Because of the differences in national accounting

procedures, there are of course problems in comparisons between market economies

and centrally planned economies.

3/ These are latest available figures from UUNCTAD 1978. The short

period growth rates may differ considerably if different terminal years are

chosen, e.g. 1970-76 compared with 1971-75.
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53. For more detailed figures, and to illustrate the points about

growth-rate measurement made at various places in this paper, the

following World Bank table is also given:

Countries Annual average growth rates of per canita
GNP (per cent)

1951-60 1961-70 1971-75 1951-75

South Asia 2.7 1.5 0.5 1.8

East Asia 3.3 4.o 4.8 3.9

Sub-Saharan Africa 2.4 1.6 2.1 2.0

Middle East 5.0 4. 4 6.I 5.0

Latin America 2.1 2.5 3.7 2.6

All Developing

Countries 2.8 3.2 3.0 3.1
2/

OECD Countries- 3.0 3.7 1.9 3.2

Source: IBRD World Tables
1/ Includes China

2/ Excluding Greece, Iceland, Portugal, Spain and Turkey

54. Considered individually, 29 countries exceeded the UN International

Development Strategy target of 3.5 per cent annual growth of- oer cacita

real product in the 196 0s, and 30 countries in 1970-75. These latter

countries together comprise 25 _per cent of the population of all developing

countries. At the other end of the spectrum, 29 countries comprising

42 per cent of the developing countries' population experienced declining

per capita incomes in 1970-75. (Table VI sets out this record in greater detail.

summarising the figures for individual countries in Table V.)

55. It is difficult to judge this record of growth rates. Considering

the generally high rates of population growth, the figures do not on the

whole compare unfavourably with the experience of the industrialised

countries during the nineteenth century - whose economies and populations

did not grow at such rates, as the work of Kuznets and others has shown.

But this performance must also be judged against the ambitions and

expectations of the developing countries' peoples and governments, for many

of whom progress must appear painfully slow.

Trends in income distribution

56. It is apparent from the discussion above that, if the figures for

income distribution have some rough general validity (and of course there

are large variations among countries) and are not subject to change over
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time, then, given that 75 per cent of income is in the hands of the
upper 40 per cent of the distribution, the record of growth is largely

a record of what has happened to these better-off 40 per cent.1-'
Much interest has therefore attached to the trends in developing country

income-distribution, which has become a matter of great debate in recent

development studies.

57. Three separate questions should be kept:clear: what has been

happening to the proportionate income distribution; whether the proportion

of the population below an identified "poverty line" has been growing or

shrinking; and whether some section of the population - particularly

the poorest deciles - has been getting absolutely richer or poorer. It

has been claimed by some that deterioration has occurred in many developing

countries in one or another (or all) of these respects. The current state

of research is somewhat cloudy, not least because of the paucity of reliable

information, especially for comparisons over time. But it may tentatively

be summarised by saying that while there do appear to be cases where the

proportionate distribution of income has become more unequal during the 1960s,
there is not much evidence of deterioration in the other two respects.

58. The two causes celebres in this debate have been Brazil and India.

The most recent summaries of research for these two countries suggest that

in Brazil there was indeed increasing inequality in the proportionate

distribution of income in the 1960s. But -

"the widely held notion that 'the rich got rich at the expense of the

poor' receives no support in the data. To the contrary, the poor in

Brazil clearly did share in a decade of economic development. Some

poor were lifted out of poverty. For those left behind, their incomes

grew at least as rapidly as those of the non-poor. At the same time,
the very rich also get richer than before, in both absolute and relative

terms. Relative inequality did become greater by most measures...

changes in the structure of production and employment in the Brazilian

economy shift _d over the decade in favour of the relatively advanced

and high-paying sectors: urban areas, the industrial sector, and

relatively high-level occupations. These factors presumably account for

a considerable part of the observed income distribution changes."

(Fields, 1977.)

59. For India, the evidence suggests a modest - if any - improvement of the

relative income distribution, possibly due to shifts within the upper four

quintiles. The earlier suggestions that the proportion below the poverty

1/ It must be reiterated that these statements are crude generalities.

Among other things, over long periods the quintiles in question are not the

same people, so that many individuals experience improvements hidden by

these figures, and others, of course, reverses of fortune.
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line has increased during the 1960s now seem to depend on the two end-years
chosen for purposes of comparison; statistical examination of all available
observations shows no upward or downward trend in these proportions.
(Ahluwalia, 1976). Moreover, such improvement for low income groups as has
occurred in parts of the country is positively associated with economic
growth. Wage, employment and price data for some extremely poor people
may, however, indicate an absolute deterioration of incomes in some parts
of India for some occupational -groups, but t'his is not the general condition.

60. These reflections should not induce optimism, even if they temper
some of the extreme pessimism that has been expressed about the effects
of economic growth. It does appear that growth in general may benefit the
poor; but it does so extremely slowly. Thus in Brazil, given the present
pattern of inequality, "with a continuing growth rate of 5 per cent per annum,
20 to 30 years would be needed to raise the poorest decile up to $100
per capita income" (Fields, 1977) - and this in a country where average
per capita income was $931 in 1975 (Table V). And for India today, nearly
half the population falls below a severely parsimonious poverty-line
after thirty years of post-Independence development.

61. There are not many countries which have been studied as intensively
as these two; nevertheless some others present comparable experience.
There are, too, non-socialist countries where less inequality prevails and
where the lowest income groups have been enjoying growing or at least constant
shares of total income. These include some poor countries where special
policies have been adopted in favour of the Door (Sri Lanka, Tanzania-,
and some of the better-off and rapidly growing countries (Iran, South Korea,
Singaport, Taiwan_/). But poverty in developing countries has remained
intractably present on a very large scale, justifying concerns that growth
by itself, while necessary, is not enough to eliminate it.

Non-income criteria

62. If little has been happening to the incomes of the lower deciles in

developing countries, one should not assume that this implies no change in
their lot. Even in many backward regions although people may be very
poor their lives have improved in certain ways. More of them are going to
school, and living longer; they have better access to health services and

water supplies; their villages are nearer to metalled roads and they listen

1/ Concern has been expressed in some quarters that the pattern of

development in Sri Lanka is not sustainable, with insufficient progress

in production to maintain welfare measures; this may conceivably apply in

Tanzania also.

2/ The data for South Korea may be somewhat suspect. Costa Rica,
Colombia and Puerto Rico can tentatively be added to this group.
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to transistor radios. But in most of these matters, as with income,
progress has been slow; and in some respects it is hard to tell whether
visible change has brought improvement - especially for those who move

from the countryside to the spreading slums of developing country cities;
in others still - particularly nutrition and employment - it is not easy

to tell what the trend is.

(i) Mortality

63. To begin with demographic indicators, it is clear that the last 25
years have brought very considerable improvements on a national basis,
especially in mortality. For the low income developing countries, at

least, this should not be taken as a contradiction of the discussion above

on income levels. It has sometimes been suggested that the pace of

mortality decline casts doubt on other indications of well-being. But
it should be borne in mind that mortality decline in many of the developing

countries has been due in large part to modern medical technology and the
control of communicable disease, which have often been introduced almost

independently of other changes.

64. In many countries the process began in the late 1940s; death rates

in several countries fell by 25 per cent between 1945-50. The decade of

the 1950s continued this rapid progress; on the whole the censuses of

1960-61 surprised observers by the extent of population growth due to

declining mortality. However, the 1970-71 round of censuses produced

many population totals with lower growth than had been expected, owing to

the failure of mortality to continue to decline as anticipated. In many

countries mortality is already quite low and cannot be expected to fall

rapidly; in others, while death rates are still relatively high, achieving
the conditions for further mortality reduction (better nutrition, health

services, hygiene and sanitation) is proving much more difficult than the

control of cholera or smallpox. Malaria, whose control was possibly the

main single cause of mortality reduction in many parts of the world, is

now returning in several countries.

65. There are major differences in mortality conditions among developing
countries. In most of sub-Saharan Africa expectation of life at birth is

still in the region of 45 years or less, while in North Africa it ranges

from 50-55 years. The South Asian countries range from 40 to 50 years,
except for Sri Lanka where it is close to 70 years. In East and South-East

Asia four countries(Burma, Indonesia, Khmer Republic and Laos) have life

expectancy in the same range; the rest range from 60 to over 70 years.
In the Caribbean and Central and South America, some seven (mainly small)
countries have life expectancy below 60 years, but the remainder are in
the 60s or 70s. For some of those, of course, low mortality is not a

recent phenomenon; in some Latin American countries expectation of life at

birth was in the 60s already thirty or more years ago.k/

1/ Figures in this paragraph and the next were derived by the

World Bank from UN and other sources.



Secretariat Paper 2
page 23

66. Where information is available - which it rarely is - the distribution
of mortality within countries is as uneven as that of incomes, and large
sections of poor-country populations are subject to much higher mortality
than the above figures indicate. Infant mortality may be as high as
250 per thousand live births for the poorest 20 per cent in a population
where the average infant mortality is 120. In a few small African countries,
average infant mortality is still as high as 250.

67. But even without knowledge of patterns of distribution, it can be
seen that the majority of people in the developing world had a life
expectancy of less than 50 years in the early 1970s: the five most populous
countries of Africa and Asia together comprise about half the population
of the Third World excluding China, and all had average life expectancy
below 50 years. / As is well known, this is one of the points of most

unfavourable contrast with the developed countries, where the average
expectation of life at birth is almost universally in excess of 70 years.

(ii) Nutrition

68. It is almost impossible to say what has been the result of recent
decades of development in terms of the nutritional status of developing
country populations. Essentially malnutrition can be measures in three
separate ways: by food intake, by anthropometric measurement, and by the
presence of clinical signs of malnutrition. In the case of the first two
measures, actual observations have to be compared with a standard, which
itself contains inevitably non-objective elements. There are few if any

developing countries for which the prevalence of malnutrition has ever
been satisfactorily assessed, and information on changes over time is not
available.2i Nevertheless there are a variety of indications that the
nutritional problem is intense in many countries.

1/ These countries (together with figures for 1975 population and
female expectation of life at birth 1970-75) are: Nigeria (63 million;
42.6),India (598 million; 48.8), Indonesia (130 million; 48.7),
Bangladesh (79 million; 44.5), Pakistan (70 million; 49.6). As a contrast,
the two other developing countries with populations greater than

50 million are Brazil (107 million; 64.4) and Mexico (60 million; 65.2)-
The - uncertain - figures for China are 897 million; 63.3.

2/ Many statements to the effect that "x per cent of the population
of country y suffer from malnutrition" depend on the numbers estimated to

have less than some average recommended dietary intake. But individual

requirements vary widely according to age, sex, weight and activity;
unless the distribution of individual intakes can be matched against the

distribution of individual requirements - which is rarely achieved - the
estimates are of uncertain value.
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69. One source for inferring the presence of malnutrition is a high
death rate among infants and young children. In countries where average

death rates are still high, or life expectancy is below, say, 50 years,
commonly as many as 50 or 60 per cent of all deaths occur in the age

group 0-5. A variety of medical investigations suggest that this is

almost always due in part to malnutrition. Indeed, the difficulty of

coping in circumstances of poverty with the -so-called "synergism of

malnutrition and infection" 1/ is one of the reasons for the slowing down
of mortality decline noted above.

70. Secondly, where careful surveys have been made - usually only

possible for small communities - malnutrition is often found to be

extensive: in poor areas, findings of 40 per cent of pre-school children

presenting clinical signs of malnutrition are not uncommon. Thirdly,

household budget surveys often show that poor families are unable to buy

sufficient food; depending on the standards employed, such surveys in poor

countries have found this to bethe case for as many as 25 per cent of
households.2

71. Fourthly, in some countries there is evidence of average availability

of food declining from already low levels; while this is logically

compatible with an improving nutritional situation if other factors were

compensating for it, in at least some of these countries there is no sign

of compensating factors. Even where average availability of food is

increasing, nutritional deficiencies may become worse if the incomes of the
poor grow slowly, while those of the better-off grow rapidly and food prices

rise.

72. For all these reasons, global estimates of the extent of malnutrition

should be treated as extremely crude approximations with margins of error

possibly as great as 50 per cent. Thus "between 1961-65 and 1974, per capita

calorie availability seems to have increased in forty-seven of fifty-seven

FAO countries",! but in 17 of those, the increase was only 5 per cent.

These averages showed gains for most of Latin America, North Africa and the

Middle East; approximate constancy for Asia (excluding China); and deterioratior

1/ Scrimshaw (1970) is the name first associated with this finding.

2/ This does not imply that, where such is the finding, 25 per cent

of the population is malnourished; there may be individuals with a deficit
household who get enough to eat, and individuals in households which can

afford more than the average requirem.ent who do not. L1alnutrition is due

mainly to inadequate income, but also to lack of nutritional knowledge,
non-availability of foods containing needed nutrients, and to gastric and

other infections which deplete the body of ingested food.

3/ Morawetz, 1977
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in sub-Saharan Africa. What this means for the numbers of the mal-
nourished is unknown.

73. The FAO itself es imated that 460 million people had inadequate
food intake in 1970. L An-other study using slightly more sophisticated,
but still inadequate, methods put the number at 0.9-1.1 billion in 1965
and 1.1-1.4 billion by 1975 - but their intake-standard was higher
than that in the FAO study; with a less generous "recommended intake",
their estimate is reduced by 20-:25 per cent aepending on other assumptions.
Such, regrettably, is the nature of these estimates.

74. It is fair to conclude that there is still a great deal of malnutrition
in the world. There is greater protection from famines in most parts of
the world owing to the development of transport and communications in the last
thirty years, and agricultural investment which has made tropical agriculture

at least in some countries less vulnerable to extreme fluctuations caused by

the weather. There are probably absolutely more malnourished people than
there were ten years ago, but possibly not proportionally more.

(iii) Health services

75. For a long time the standard indicators of progress in health services
have been the number of doctors and hospital beds per 1,000 members of the
population. Most developing countries have increased the doctor/population
ratio since 1960, though in Africa the increases have been modest (in some
African countries it has even declined). The hospital-bed/population
ratio has also increased in most countries, though not by much and again in
some countries - including some in the Western hemisphere - the ratio has
declined.

76. However, there is considerable doubt as to whether increases in these
ratios, in the absence of other indications represent progress. As already

noted, improvements in life-expectancy (the best general measure of health
status) slowed down in the vast majority of developing countries in the

late 196 0s, and in many have been negligible in the 1970s. One factor in
this history has been the unsuitability for predominantly rural populations

of a pattern of health services based on (and frequently inherited from) the
medical needs and professional medical training and orientation of the
developed countries.

77. Recent studies have shown that in many (especially of the poorer)
developing countries two-thirds of doctors and hospital-beds serve only the

25 per cent of the population who live in urban areas. As much as one-third

or in extreme cases nearly two-thirds of a country's medical budget may be

1/ FAO, 1975.

2/ Reutlinger and Selowsky, 1976.
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devoted to a single major hospital in the capital city. An urban

hospital may cost the equivalent of about twenty rural health centres,
and a fully qualified doctor fifteen or more times as much to train as

a medical auxiliary. Where urban hospitals are the apex of a national

referral system, and doctors are supervising low-cost rural health

schemes based on auxiliary health workers, increases in their numbers

constitute progress. But where they reinforce an existing imbalance

in the distribution of facilities, increases-may represent an actual

misallocation of resources.

78. Several developing countries, encouraged either by the example of

China's "barefoot doctors" or by the new strategy in health services

currently fostered by the World Health Organization,11 are pressing

ahead with new schemes to bring appropriate health personnel and technology

to a larger share of the population, especially in rural areas where

mortality is commonly still significantly above that of the cities.

It is to be hoped that future assessments of "progress in health services"

will be able to refer to figures indicating proportions of the population

who have access to appropriate and affordable services - at the moment

such figures do not exist, but all the evidence suggests there is a very

long way to go.

(iv) Education

79. Education has on the whole seen greater and more consistent progress

than other social sectors in the developing countries. Expenditure and

physical facilities have been expanded almost everywhere significantly

faster than the growth of population, with very considerable gains in

enrolment rates at all levels of education. Table VII and the accompanying

chart give a clear picture of the progress achieved in primary and

secondary enrolments, with only a very few developing countries below the

diagon~} line on the chart, i.e. showing a deterioration between 1960 and

1970. - This progress has continued in the early 1970s, with high rates
of growth of primary enrolment: over 10 per cent a year betweon 1970-73 in

a fifth of African and a third of Asian countries.21 Secondary enrolment

has grown even more rapidly, but from very much lower levels.

80. Literacy rates have increased rather more slowly: "The proportion

of adults in the developing countries who are literate, which stood at

about one-third in 1950, had risen to over one-half by 1975. On a regional

1/ See e.g. WHO, 1975 (a) and (b), and many recent speeches by the

Director-General.

2/ In some countries where enrolment rates are very high, proportions

enrolled in the age-group may fall for purely demographic reasons, and not

indicate worsening performance.

3/ UN, 1977
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basis Latin American literacy rates rose from 65 per cent in 1960 to
75 per cent ten years later; Asian rates from 45 to 53 per cent; and
African rates, from 20 to 26 per cent." 17

81. Despite all these indications of progress, it is well known that all
is far from well with the educational development of the Third World. The
relatively slow increases in literacy in part reflect the fact that
enrolment proportions are not the same as proportions educated at a given
level: there are often very high drop-out rates at the primary level,
especially in the poorer developing countries, with many even of those who
go to school leaving without achieving functional literacy. Pupil/teacher
ratios in primary education rose between 1960-1970 for 21 out of 52 developing
countries for which information is available. / In many other ways it is

clear that raising the proportion of children in school in growing populations
has been achieved in part at the expense of educational quality.

82. Secondary enrolment rates remain at low levels in most countries,
despite their fast growth.3' Higher education has in some cases expanded
excessively fast (excessively from the point of view of the ability of
their economies to employ graduates) and taken a disproportionate share of
educational expenditures. Only modest success has been achieved in bringing
more females into the education system.-4 Almost everywhere the question
of relevance has been asked - are schools and universities teaching the right
subjects to the right people? The associated issue of "educated unemployment"
is a problem in almost every developing country.

1/ Morawetz 1977, citing World Bank/UNESCO statistics.

2/ UNRISD, 1976, Table 21

3/
- Only in two-fifths of Western hemisphere countries was secondary

enrolment above 40 per cent of the relevant age group, and in a quarter of
them it was below 20 per cent. In Asia it was above 40 per cent in a
third of countries, below 20 per cent in another third. Only in two or three

African countries did secondary enrolment exceed 40 per cent of the
age group; it was less than 20 per cent in four-fifths of African countries.

(Data for early 1970s: UN, 1977.)

4/ Females were less than 40 per cent of primary school enrollees in

27 out of 34 African countries in 1970; and in 9 out of 37 other developing

countries for which information is given in UNRISD, 1976. Only in 17 was

the proportion 48 per cent or higher.
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83. Education is regarded by many as a right and by most as a fundamental
need. It must prepare the young for citizenship, teach them basic skills,
equip them for productive employment. Education is also an experience

valued for its own sake, independently of its productive value. It is

politically a highly charged subject. Perhaps the different hopes that

are placed in it are more numerous than can be fulfilled for all those who
try to influence it or benefit from it. Evidently with resource shortages
and continual rapid expansion of numbers, discontent with developing country

educational progress is not likely to disappear at all soon.

(v) Housing, urban life and
other amenities

84. Very little information is available on changes in housing availability.
In a few Latin American countries the number of persons per room fell by a

decimal point or two between 1960-70, though in one or two (Nicaragua, Peru) it
rose. In India it increased, Data-collecting agencies have not assembled
whatever evidence there may be for Africa or most other developing countries.
This is an area in which, in any case, definition and measurement are

notoriously difficult. But on the whole developing country governments
have felt compelled to give relatively low priority to housing among the
social sectors, usually leaving it to the individual to fend for himself.
The results may not be known statistically, but they are familiar to those
who travel in the developing countries. A single sentence from a recent
study gives some indication: "One-third to two-thirds of all families in
Ahmedabad, Bogot6, Hong Kong, Madras, Mexico City and Nairobi cannot afford

the cheapest new housing currently being built." 

85. From such findings has come the call for site-and-services and other

institutional and self-help schemes which may mitigate the adverse conditions

in which poor people, constructing their own dwellings, will otherwise
inevitably live. In terms of water supply and sanitation there has been

considerable progress for urban populations; but for inhabitants of rural

areas the situation, though improving, is deplorable: only 22 per cent
had access to safe water by 1975, and only 15 per cent had adequate sewage
disposal facilities. 2/ (For urban populations, the figures were 77 and

75 per cent respectively.)

86. Developing countries' current experience of urban growth is akin to
that of the industrialised countries in the nineteenth and early twentieth

centuries, but with significant differences. Population growth rates are

higher, so that cities experience both higher natural growth and in-migration.

And nineteenth century industrialisation was more labour-intensive, so that

urban growth was founded mainly on rapidly expanding employment. In today's

developing countries the lack of opportunity in rural areas is a more potent

1/ Grimes, 1976, cited by Morawetz, 1977.

2/ UN, 1977.
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factor - migration has a larger content of "trural push" relative to
"urban pull" than was the case in the nineteenth century. The consequences

visible today are familiar. Extremely high rates of urban expansion,
with dismal living conditions and high rates of unemployment or under-

employment. An extreme case is that of Sao Paulo in Brazil, where the

population was growing at some 6 or 7 per cent annually in the late 19 60s

and early 1970s, with a rising rate of infant mortality for the city as a

whole over several years.

87. Many commentators have seen in these urban conditions a recipe for

social and political disaster. However, in a historical perspective it

is clear that such conditions have prevailed in many countries over very

long periods, the cities eventually becoming less unpleasant places to

live even for the less well-off as the urban economy grows. It is doubtful

that much amelioration can occur while urban population continues to grow

at current rates. 1/ The solutions to such problems may lie as much in

rural as in urban policies, and the motives for finding them must be humane

concern as much as fear of political consequences. In the meantime, it is

perhaps worth remembering that the conditions rightly judged appalling by

those who have studied thein represent, for many of those who live in them,
a situation less hopeless than that from which they have come.

1/ It is noteworthy that China and some other centrally-planned

developing countries have attempted to slow urban growth by administrative

fiat.



Table I

Growth rates of total real product 1960-1975

GNP 1975 Total real product (annual percentage change)IPopulation at average I_________ ____ ___ f ___1975 1973-1975 prices 1960- l970- 1970- 1973- 1970- 1971- 1972- 1973- 1974-
(millions) (bill.of dollars) 1970d/ 1975d 1973 1975 1971 1972 1973 1974 1975

Developed market-economy countries 794 3633 5.1 3.1 5.0 -0.6 3.7 5.4 5.9 0.2 -1.4

Socialist countries of Eastern EuropeA/ 360 899 6.7 6.4 6.6 5.6 5.9 5.3 8.5 6.4 4.9

Socialist countries of Asia 901 2 5 8Y .. .. .. .. .. ..

Developing countries e/ 1867 713 5.2 5.5 6.0 4.0 5.1 5.5 7.4 5.2 2.9

Developing countries in
Africa 374 115 4.7 4.5 5.8 2.0 5.0 6.4 5.9 2.7 1.4
Latin America 310 296 5.4 6.1 6.6 4.5 6.1 6.4 7.3 6.8 2.3
West Asia 78 100 7.8 8.7 10.3 5.1 10.8 9.4 10.6 10.0 0.5
South and East Asia 1102 201 4.7 4.4 4.4 4.0 2.8 3.1 7.3 3.0 5.0

Developing petroleum exporters- 293 177 5.9 7.6 7.9 6.0 6.9 7.2 9.7 8.3 3.9

Developing countries excluding petroleum
exporters 1574 536 5.1 5.1 5.6 3.6 4.8 5.2 6.9 4.5 2.7

Major developing fast-growing exporters
of manufactures c/ 107 108 7.9 6.7 7.6 4.1 5.5 8.1 9.3 6.2 2.1

Other developing countries 1467 428 4.5 4.7 5.2 3.5 4.6 4.5 6.3 4.1 2.8

By income level (per capita GNP
in 1975 at average 1973-1975 prices)

Over Z250 450 287 5.0 6.0 6.9 3.9 6.8 6.4 7.5 5.8 2.1
Under Z250 1017 141 3.8 2.4 2.2 2.6 1.1 1.4 4.2 1.0 4.2
of which:

Least developed countries C/ 245 31 3.4 2.7 2.6 2.8 0.9 4.1 2.8 1.5 4.2

Sources: UNCTAD secretariat calculations, based on data from the Statistical Office of the United Nations, the World Bank and other
international and national sources.

a/ Excluding Albania.
b/ GNP in 197L,
c For definition, of country groupings, see explanatory notes.

Trend rates.
e Accounting for 99 per cent of the population of total developing countries.

(D
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Table I: EXPLANATORY NOTES

Definition of developing country groupings used in Table I

The definition of developing countries and territories used in this
Table was adopted by UINCTAD for purposes of: statistical convenience only,
and follows that given in the Explanatory Notes in the UNCTAD Handbock of
International Trade and Development Statistics 1976.

The main groupings of developing countries and territories were
defined as follows:

Major petroleum exporters

Countries with exports of petroleum exceeding 50 per cent of their
total export value in 1974. They are: Algeria, Angola, Bahrain, Brunei,
Ecuador, Gabon, Indonesia, Iran, Iraq, Kuwait, Libyan Arab Republic,
Nigeria, Oman, Qatar, Saudi Arabia, Trinidad and Tobago, United Arab Emirates
and Venezuela.

Major fast-growing exporters of manufactures

Countries and territories whose exports of manufactures amounted to
more than $50 million and accounted for more than one third of their total
exports in 1972. In addition, the manufactured exports of these countries
grew at an average annual rate higher than the world average of 16 per cent
during the period 1967-1972. They are: Hong Kong, Israel, Republic of Korea,
Lebanon, Malta, Mexico and Singapore.

Least developed countries

Afghanistan, Bangladesh, Benin, Botswana, Burundi, Bhutan, Central
African Empire, Chad, Democratic Yemen, Ethiopia, Gambia, Guinea, Haiti,
Lao People's Democratic Republic, Lesotho, Malawi, Maldives, Mali, Nepal,
Niger, Rwanda, Sikkim, Somalia, Sudan, Uganda, United Republic of
Tanzania, Upper Volta, Samoa, Yemen.

For analytical purposes, developing countries were also classified
into a higher income group (those with Der capita GNP above $250 in 1975)
and a lower income group (those below $250). The GNP data used in the
classification were those for 1975 but valued at average 1973-1975 prices
and exchange rates.
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Table IT - Selected Countries

Share of non-agricultural population in

total active population

(per cent)

1950 1960 1974

Latin America
+ Carribean

Argentina 74.8 80.0 85.2
Bolivia 36.6 39.0 41.7
Brazil 39.4 48.1 55.7
Chile 70.4 70.2 78.8
Colombia 46.1 48.5 61.4
Cuba 58.5 61.1 70.0
Dominican Republic 43.5 33.4 55.7
Ecuador 46.9 42.5 46.4
Jamaica 51.2 61.0 73.0
Mexico 42.2 44.9 59.1
Paraguay 46.2 44.0 51.4
Peru .... 47.5 59.4

Puerto Rico 63.2 76.2 92.2
Trinidad .... 79.0 85.5
Uruguay .... 79.3 83.3

Venezuela 58.7 64.9 79.7

Africa

Algeria 25.1 33.2 44.3
Angola .... 30.5 36.5

Benin .... 45.5 47.7
Congo .... 48.7 54.7

Egypt .... 41.5 45.2

Ghana .... 38.5 45.2

Libyan Arab Republic .... 44.5 57.4

Morocco 28.8 36.3 50.0
S. Rhodesia 31.1 36.7

Tunisia 31.9 43.5 53.6

West Asia

Cyprus . . 58.0 71.8

Iran .... 46.1 53.7

Iraq .... 46.8 53.4
Israel .... 85.6 93.7

Jordan .... 56.1 61.3

Kuwait .... 98.5 99.0

Lebanon .... 47.1 52.6
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Table II - Selected Countries (contd.)

1950 1960 1974

West Asia (contd.)

Saudi Arabia 28.5 39.5
Syrian Arab Republic .... 45.7 49.1
Yemen, Democratic .... 29.5 37.9

South and South-
East Asia

Burma .... 31.7 36.3
Hong-Kong .... 92.3 96.1
India 25.9 28.0
Indonesia .... 25.2 37.8
Korea, Republic of .... 33.6 53.8
Korea, Democratic

Republic of .... 38.0 46.8
Sabah .... 19.5 40.9

Malaysia: West .... 42.5 57.4
Pakistan 24.0 43.1
Philippines 34.3 39.5 44.7
Singapore .... 91.1 97.5
Sri Lanka 47.1 51.4 58.6

Source: UNCTAD 1976 (a)

For description of selection of countries, see text, para.22
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Table III

GNP ri2*atinin ufacturjig and Total
GNP by Rei7ion a nd 'GrcUD of Counrtries, 1973

GNP from
GNP GNP from _- . Percent Mfg. Per "Real" 1965-73
(Billion U.S. ;) froi Mfg. Cacizal Growth of Mfa.

Developed Market Economies 3,303.8 957.2 29.0 1,319 4.9

Transitional Countrics .' 117.6 31.0 26.4 545 9.3

Other Western Europe 1,241.1 434.6 35.0 1,512 5.0

North Amurica 1,435.2 348.8 24.3 1,500 3.3
Japan 411.3 117.6 28.6 1,085 13.0
Australia, N.Z., S. Africa 98.6 25.2 25.6 624 4.6

Developing Market Economies 645.2 121.6 18.9 64 6.9

Latin Araerica 237.6 60.4 25.4 208 7.8

East Asia 86.0 17.4 20.2 54 12.3
Turkey and Yugoslavia 48.3 12.9 26.7 218 8.0

South Asia 92.4 12.1 13.2 15 3.9
Middle East 83.2 8.2 9.8 112 5.4

North Africa 35.6 4.4 12.4 60 6.0

Sub-Saharan Africa 62.1 6.1 9.9 21 5.0

rotal Market Economies 3,949. 1078.8 27.3 411 5.1

Centrally Planned Economies (966.2) b/ b/ b/ (8.7)-

a/ Spain, Portugal, Greece, Cyprus, Mfalta and Israel.

b/ Meaningful estimate difficult.

Data GNP from World Bank Atlas 1976; GNP from manufacturing estimated based

on shares of GDP from rmanufacturing at factor Drices in World Tables

1976; real output growth from World Tables.

Source: world Bank, unpublished paper.
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Agricultural production in selected developing countries, 1960-1975

(Percentapes)

Share of Growth rates of agricultural

Region, country agriculture production g/ Current
or territory in total GDP (annual percentaae change) population

1974 1961-197C 197-1975 i 1974-1975 growth

Africa

North

Algeria 13-c/ 0.9 -3.1 -2.0 3.2
Egypt 31 11, 1.1 1.6 2.2
libyan Arab Republic -3 11.1 4.2
Morocco 28 e -0.4 -11.6 3.0
Sudan 32 4 8.5 2.5
Tunisia 19 36 75 26.8 2.4

Other
Angola 41 2.8 -3.8 -21.2 2.2
Benin 3 1  4 1.8 2.1 2.7
Botswana 32-' 3.4
Burundi 63 *6 10.1 -0.8 2.5
Cameroon, United Rep. of 32 L 0.7 1.9
Central African Empire 32 -, 1.2 1.1 -0.8 2.2
Chad 49 C.3 -3.4 4.8 2.1
Congo 17 -1.9 1.9 1.0 2.5
Equatorial Guinea 61 0.1 -6.5 6.1 1.7
Ethiopia 48E 2.3 -2.9 1.9 2.5
Gabon 12 2. L2 .. 1.0
Gambia 59 3.5 3.7 -11.4 2.5
Ghana 48 1.6 1.1 2.5 2.7
Guinea 27 2.2 -0.6 11.2 2.4
Guinea Bissau 47 .. .. .. 1.5
Ivory Coast 26 5. ; 2.5 2.5
Kenya 26 3.4 1.4 1.5 3.6
Lesotho 42 0.5 2.9 2.7 2.2
liberia 25!" 2.l 1.9 -2.8 2.3
Madagascar 29 e/ 2.8 1.9 1.6 2.2
Malawi 44i 4.6 3.1 -3.1 2.5
Mali 37 1.7 6.7 6, 1 2.5
Mauritania 22i 2.0 -7.2 5 i 2.7
Mauritius 44 1.4 -1.0 -27.9 1.1
Mozambique 44 T -1.4 -10.9 2.3
Namibia .. 2.5 529 2.5 3.0
Niger 1 2.7 -2.4 L-O 2.7
Nigeria 36' 1.4 0.6 0.9 2.7
Reunion 12V 1.2 3.5 5 2.4
Rwanda 64 4.2 0.7 5.> 2.9
Senegal 24 -0.1 7.8 11.0 2.4
Sierra leone 33 . 0.7 4.8 1.5
Somalia 32 3.1 2.3 2.3 2.6
Southern Rhodesia 16 C.5 5 -0.8 3.5
Swaziland 28g 6.1 2.6 3.1
Togo 39, L_0 -2.1 2 2.6
Uganda 48 e. 0.0 -0.8 3.3
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Table IV continued

Share of Growth rates of agricultural

Region, country agriculture production a/ Current

or territory in total GDP (annual percentage change) population

1796- 9 7 0  197C-1975L n 1974-1975 growth

Other (continued)

United Rep. of Tanzania 35, 0.0 4.1 2.7
Upper Volta 43 .1 -2.X 4.7 2.3
Zaire 15 2.5 0.6 0.0 2.8
Zambia 9 3.2 2.9 1.5 3.3

America

Latin America

Argentina 14 2.0 L.2 1.7 1.3
Bolivia 15 / 2 1 4.5 2.6
Brazil 12W 6 2X -0.7 2.8
Chile 4 2.7 -1.3 0.0 1.7
Colombia 27 3.1 3.1 4-. 3.2
Costa Rica 19  6. 1, 4*7.1 2.7
Dominican Republic 22- 1.5 2-. 0.7 2.9
Ecuador 21 4.1 3.0 -0.7 3.4
El Salvador 26 1.9 5.4 -1.4 3.0
Guatemala 30 4.6 5 8. 2.8
Haiti 44 1.3 19 1.7 1.6
Honduras 29 1.7 5-4 3.5
Mexico 10 3.4 1.1 -1.5 3.5
Nicaragua 24 6 5.2 0.0 3.3
Panama 16 6 2.4 . 3.3
Paraguay 35 l 2.1 8.8 2.6
Peru 169 1.9 1.4 &1. 3.2
Uruguay 15 1.0 -2.3 -2.1 1.2
Venezuela 4 5.8 4.4 8.9 3.1

Other

Barbados 12F 0.8 -5.0 -4.9 0.7
Cuba .. 22 -2.1 -1.7 1.7
Guadeloupe 1  -0.5 -3.5 -2.4 1.6
Guyana 17 1.7 0.4 2.6 2.2
Jamaica 7 1.2 0.7 1.7 1.7
Martinique .. -0.9 2.4 L.1 1.5
Puerto Rico 3, -2.7 0.3 -2.5 2.8
Surinam 7Y 8.6 1.6 2-. 3.2
Trinidad and Tobago 8 1-2 -3.5 -4.9 0.8

Asia

West

Cyprus 17 8. -3.2 -22.4 0.8
Iran 12 4.6 . 2 2.8
Iraq 14 6 o.6 -2.8 3.3
Israel 5 L2 A-. -5.8 3.2
Jordan 16 -5.6 3.6 -36.3 3.5
Lebanon 10k' -- 2 -7.1 3.0
Saudi Arabia 1 1.3 3.0
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Table IV oonti-nued

Share of Growth rates of agricultural

Region, country agriculture production a/ Current

or territory in total GDP (annual percentage change) population

1974 growth1974 1961-1970-' 1970-1975 1974-1975

West (continued)

Syrian Arab Republic 20 0.3 0.8 3.3
Yemen 63 -1.2 - 9.1 6.4 2.9
Yemen, P.D.R. 19- 1.9 . -0.7 2.7

South and East

Afghanistan 512/ 1.6 1.6 2.4
Bangladesh 59 2.8 1.4 8.1 2.4
Burma 42 1.4 2.8 6.8 2.4
Cambodia 412 3. -19.2 8.2 2.8
Iona Kong 2 -5.5 -6.5 L_1 1.8
India 41 2.0 1.5 9.2 2.1
Indonesia 36 1 1. 0.7 2.3
Korea, Republic of 25 4.7 24 L 1.7
Lao People's Dem. Rep. 69 1.7 1.9 2.4
Malaysia 32 5. .. 7 0.0 3.0
Nepal 69 1.1 L 2.5 2.3
Pakistan 31 21 1.7 0.0 3.3
Philippines 28 3.0 4 7.6 3.0
Singapore 2 7.8 ''7 1.7
Sri Lanka 37 -0.3 -2.6 2.3
Thailand 32 3.2

Europe

Malta 6 0.6 2.3 -0.2

Oceania

Papua and New Guinea 34-e .. 2 1.6

Source: UNCTAD secretariat calculations based on data from the Statistical Office of the
United Nations, FAO and other international and national sources.

a/ Growth rates of agricultural production exceeding population growth are underlined.

h Trend rates.

c/ 1969.

/ 1973.

e/ 1971.
/ 1970.

/ 1972.
/ 1968.

3/ 1966
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Per capita real product and noulation of selected
developing countries and territories, 1>60-1975

Countries and terr-
itories ranked in Per catita Per capita real product growth
descending order of GNP 1975 Current
per capita GNP 1975 (at 1973-75 Population 1960- 1970- 1973- 1974- population

at 1973-1975 prices) 1975 1970 -a 1975 j 1974 1975 growth

prices (Z) (million;

Libyan Arab Rep. 4621 2.44 19.8 2.4 5.7 4.1 4.2
Israel 3385 3.37 4.8 4.2 3.4 -2.2 3.2
Saudi Arabia 2642 8.97 6.6 11.2 : 18.0 -6.6 3.0
Singapore 2291 2.25 7.6 8.0 4.6 2.3 1.7
Puerto Rico 2239 3.09 4.3 -0.3 -6.1 0.4 2.8
Gabon 2071 0.53 4.9 17.3 38.1 5.7 1.0
Venezuela 2C05 11.99 2.6 1.9 2.6 2.3 3.1
Trinidad and Tobago 1909 l.CZ 3.7 6.3 14.2 12.3 0.8
iiong iong 1594 4.37 10.9 3.5 -1.8 -1.0 1.8

union - 1557 0.50 8.5 1.9 2.8 0.4 2.4
Gentina 1469 25.38 2.9 2.8 5.4 -3.4 1.3

Malta 1312 0.30 5.7 7.9 11.0 7.5 -0.2
Iran 1278 33.02 6.7 5.7 5.6 2.2 2.8
Uruguay 1219 3.06 0.0 -1.0 C.4 2.4 1.2
Iraq 1200 11.12 2.3 8.2 4.5 3.1 3.3
Jamaica 1169 2.03 3.8 0.0 -0.4 -1.8 1.7
Barbados 1138 0.23 3.1 -2.5 -7.9 -5.1 0.7
Nexico 10914 60.15 3.7 2.4 2.3 0.4I 3-5
Cyprus 1041 0.64 5.7 -4.7 -18.6 -21.1 c.8
Panama 985 1.67 4.3 1.3 -C.6 -1.5 3.3
Brazil 931 107.15 2.4 6.7 6.6 1.2 2.8
Costa hica 846 1.97 3.6 3.7 2.6 0.7 2.7
Algeria 789 16.78 -0.5 2.2 -6.0 8.0 3.2
Peru 742 15.62 1.6 2.4 3.5 0.3 3.2
Chile 708 10.25 2.7 -2.6 2.6 -14.7 1.7
Tunisia 693 5.77 1.7 6.8 7.4 6.6 2.4
Syria 680 7.35 2.3 8.3 14.9 21.4 3.3
"-laysia 667 11.90 2.8 4.0 3.2 -1.8 3.0

ninican Republic 664 4.70 1.6 6.8 4.5 2.1 2.9
Nicaragua 656 2.16 3.6 2.6 10.1 -2.1 3.3
Vauritius 592 c.36 0.7 7.3 9.6 2.1 1.1
Guatemala 577 5.35 2.7 3.1 3.5 -0.6 2.8
Guyana 555 0.79 2.2 6.5 22.6 11.0 2.2
Angola 551 6.19 2.4 0.9 8.5 -22.4 2.2
Paraguay 522 2.65 1.9 3.7 5.6 2.3 2.6
Korea, Rep. of 514 34.66 7.1 3.6 7.0 7.C 1.7
Colombia 507 23.54 1.8 3.2 2.7 1.3 3.2
Ivory Coast 503 4.89 5.5 4.0 -3.4 9.4 2.5
Southern Ihodesia 495 6.31 1.1 2.9 6.0 -4,7 3.5
Ecuador 489 6.73 1.6 6.9 9.9 1.8 3.4
Papua Re' Guinea 463 2.76 4.9 5.1 4.3 -1.6 1.6
Congo 4514 1.35 3.3 5.2 1.5 -3.1 2.9
Sambia 41+7 4.9c 4.3 -2.3 -3.2 -14.0 3.3
Vorocco 425 17.31 C.9 1.7 6.8 -1.1 3.0
Jordan 422 2.70 3.3 -1.7 z.6 -2.C 3.5
El Salvador 412 4.01 2.9 1.9 3.3 0.4 3.0
Swaziland 4t03 0.49 4.4 6.2 2.2 3.3 3.1
Guinea l-issau 391 0.53 2.8 Q.4 2.4 0.2 1.5
Liberia 391 1.71 2.9 0.2 -3.6 0.2 2.3
Ghana 376 9.87 -C.4 1.2 0.9 -12.5 2.7
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iotries aned ierr- Per caita Per capita real product growth Current
descending order of GNP 1975 Population population
per capita GNP 1975 (at 1973-75 1975 1960 - 1970 1973- 1974- growth

at 1973-1975 prices) (million) 1970 1975: 1974 1975
urices (M)

Senegal 340 4.14 -1.4 -7.2 -1.1 2.9 2.4
Philippines 338 42.51 2.1 3.0 1.8 2.3 3.0
Honduras 329 3.04 1.6 -0.7 -2.8 -3.4 3.5
Thailand 318 41.87 5.C 3.3 1.5 2.5 3.2
Lebanon 312 2.87 1.4 -12.3 5.8 -70.9 3.0
Egypt 299 37.23 2.2 3.2 -8.8 6.6 2.2
Bolivia 291 5.63 3.1 3.3 4.0 4.1 2.6
Botswana 291 0.69 2.2 20.3 8.9 0.4 3.4
Equatorial Guinea 286 0.31 1.6 -6.6 1.1 -1.5 1.7
Mozambique 286 9.24 1.3 -3.0 -10.5 -15.8 2.3
Mauritania 277 1.32 5.3 -1.5 5.2 -4.6 2.7
Nigeria 275 62.93 2.4 3.6 4.9 -1.9 2.7
Cameroon, United Rep. of 251 6.40 3.5 2.5 3.3 0.2 1.9
Uganda 228 11.55 1.9 -3.3 -5.0 -5.1 3.3
Sudan 225 17.76 -0.4 -3.3 -6.8 -2.2 2.5
Togo 220 2.22 6.7 -1.1 1.3 -11.9 2.6
Yemen, P.D.R. 219 1.69 -5.4 -1.2 0.2 -0.7 2.7
Yemen 208 6.67 1.3 3.1 -3.1 15.3 2.9
Central African Empire 207 1.72 -0.9 -2.3 0.2 -1.4 2.2
Kenya 194 13.40 4.4 1.4 1.4 -3.0 3.6
Sierra Leone 190 2.75 5.3 0.5 0.9 -0.2 1.5
Madagascar 178 7.52 1.1 1.6 5.6 -1.2 2.2
Haiti 173 4.58 -0.6 2.5 2.7 1.9 1.6
Indonesia 171 136.04 1.0 4-3 4.6 0.7 2.3
Gambia 168 0.52 1.6 5.9 -2.4 -1.3 2.5
Tanzania, United Rep. of 150 15.31 5.0 0.2 -0.5 -6.4 2.7
India 144 598.10 1.4 -0.2 -2.0 2.8 2.1
Lesotho 144 1.04 0.8 1.0 -0.7 2.8 2.2
Zaire 141 24.90 -0.3 2.1 1.5 -6.1 2.8
Malawi 132 5.04 2.2 5.3 1.7 1.8 2.5
Pakistan 131 70.26 2.8 -0.1 -2.2 0.7 3.3
Niger 129 4.60 2.5 -5.1 -18.6 7.2 2.7
Sri. Lanka 128 13.99 2.6 3.0 7.5 -1.5 2.3
Guinea 123 * 4.42 -1.1 2.3 5.2 2.7 2.4
Benin 119 3.11 1.4 -4.0 -8.1 -1.0 2.7
Afghanistan 113 19.28 C.1 1.8 0.6 2.8 2.4
Bangladesh 109 76.82 1.3 1.4 -0.4 8.8 2.4
Burma 104 31.24 0.0 0.5 2.0 3.6 2.4
Chad 100 4.03 -2.1 -0.9 4.3 -0.4 2.1
Nepal 100 12.57 0.0 0.3 3.9 -0.5 2.3
Ethiopia 97 27.95 1.8 0.3 0.1 -3.4 2.5
Somalia 91 3.17 -0,9 1.7 -1.0 1.2 2.6
Burundi 89 3.76 -5.0 4.5 5.2 -1.2 2.5
Upper Volta 84 6.03 2.6 -0.6 13.7 -7.0 2.3
Riwanda 80 4.20 1.7 -3.8 -12.5 0.2 2.9
Mali 80 5.70 -2.1 -3.0 -1.2 -0.4 2.5
Cambodia 70 8.11 0.8 -12.2 -12.7 0.1 2.8
Lao People's Dem.Rep. 68 3.30 1.9 -0.5 0.8 -2.3 2.4

Source: U7:Source: UNCTAD 1 977, based on data from the 3tatistical Office of the
United Nations, The W.orld Bank and other international and national organizations.

a/ Trend rates.



Table VI

Distribution of developing country porulation aocording to

per canita real product growth

Annual percentage rate of growth

Increasing Decreasing

8% and 5i to 32 to 2- to li to 0 to -l to -4 to Below
above 8% 5 3-% 2j% ll% 0% -- 4%

1960-1970

Number of countries 3 7 19 16 23 17 9 2 2

Percentage of total
population 0.4 4.4 8.9 9.4 20.7 50.7 .4.7 0.5 0.3

197-l1 975

Number of countries 7 11 12 13 14 12 12 11 6

Percentage of total

population 3.5 8.7 12.6 12.0 10.2 10.7 37.4 3.8 1.1

Source: UNCTAD, 1977

(D (D
x



COMBINED PRIMARY AND SECONDARY EDUCATION ENROLMENT
AS PER CENT OF POPULATION 5-19

VALUES VALUES VALUES

COUNTRY 1960 1970 COUNTRY 1960 1970 COUNTRY 1960 1970

ANGOLA 7.0 24..5 CUBA 57.0 65.1 KOREA (REP.) 52.0 64 .9
BENIN 13.0 20.1 DOMINICAN REP. r2.0 51.3 LAO 15.0 25.0
BURUNDI 16.1 EL SALVADOR 1R.0 4X.2 MALAYSIA 48.0 55.4
CAMEROON 42.0 49.0 GUATEMALA 24.0 29.2 MONGOLIA 51.9
CENT. AFR. REP. 16.0 33.2 HAI TI NEPAL 6.0 14.0
CHAD HONDURAS 32.0 4 4 .6 PAKISTAN 20.0
ETHIOPIA 3.0 8.6 JAMAICA 51.0 A0.5 PHILIPPINES 47.0 57.9
GHANA 30.0 46.6 MEXICO 42.0 55.1 SINGAPORE 61.0 63.0
GUINEA 10.0 NICARAGUA 32.0 42.1 SRI LANKA 60.3
IVORY COAST 23.0 38.3 PANAMA 53.0 61.2 THAILAND 46.0 45.2
KENYA 35.0 37.1 PUERTO RICO 79.0 VIETNAM (D.R.)
LI BFRIA 23.5 VIE TNAM (REP.) 3-7.0
MADA(ASCAR 26.0 41.3 ARGENTINA 58.0 65.4
MALAWI 29.0 23.8 BOLIVIA 31.0 43.8 AUSTR IA 59.0 75.5
MALI 5.0 BRAZIL' 37.0 48.9 BELGIU UM 81.0 82.3
MAURITANIA 8.8 CHILE 59.0 71.4 DENMARK 71.0 75.8
MOZAMUIQUE 19.0 21.6 COLOMRIA 37.0 43.8 FINLAND 69.0 74.0
NIGER 3.0 ECUADOR 42 2.0 53.3 FRANCE 74.9 73.3
NIGERIA 26.0 PARAGUAY 50.0 52.9 -GERMANY (F.R.) 72.0 80.0
RWANDA 30.2 PERU 41.0 63.6 GREFCE 56.0 71.9
SENEGAL 16.0 22.8 URUGUAY 71.9 IRELAND 75.0 74.2
SIE kRA LEONE 11.0 21.4 VENEZUELA 58.0 53.5 ITALY 51'.0 69.8
SOMALIA 4..0 NE7HERLANDS 75.0 77.4
SOUTH AFRICA 55.0 54.2 IRAN 24.0 40.9 NORWAY 73.0 75.9
S. RHODESIA 34.6 IRAQ 37.0 39.3 PORTUGAL 46.0 60.0
TANZANIA 14.0 18.0 ISRAEL 67.3 SPAIN 66.2
TOGO 21.0 34.9 JORDAN 46.0 SWEDEN 69.0 76.5
UGANDA 24.0 20.0 LEBANON 53.0 64.8 SWITZERLAND
UPPER VOLTA 5.0 SAUDI ARABIA 5.0 UNITED KINGDOM 79.7
ZAIRE 42.1 SYR IA 36.0 53.3
ZAMBIA 34.0 48.0 TURKEY 3r.0 49.9 ALBANIA 62.0 69.3

YEMEN (A.R.) BULGARIA 65.0 72.1
ALGERIA 22.0 41.3 YEMEN (P.D.R.) CZECHOSLOVAKIA 68.6 67.1
EGYPT 35.0 42.9 GERMANY (D.R.) 58.0 78.6
LIBYA 33.0 57.3 AFGHANISTAN 4.0 HUNGARY 63.0 66.8
MOROCCO 21.0 27.0 BURMA 26.0 POLAND 68.0 72.0
SUDAN 9.0 16.5 CHINA ROMANIA 56.0 70.5
TUNISIA 36.0 53.6 HONG KONG 53.0 71.9 U.S.S.R. 57.0 68.8

INDIA 31.0 41.1 YUGOSLAVIA 60.0 62.0
CANADA 81.0 87.8 INDONESIA 37.5
U.S.A. 81.0 81.8 JAPAN 73.0 73.9 AUSTRALIA 83.2

KAMPUCHEA 33.0 NEW ZEALAND 80.0 80.9
COSTA RICA 56.0 58.0 KOREA (D.P.R.) " '* PAPUA-N.GUINEA .= 28.1

( FOR 1960 96
MINIMUM VALUES 3.0 8.6 NUMBER OF COUNTRIES WITH DATA -( FOR 1970 99 (D (D
MAXIMUM VALUES 81.0 87.8 ( FOR 8OTH YEARS 83

ourCe: UNRI1SD 1976
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The Independent Commission on Secretariat Paper 1
International Development Issues

Second Meeting 17 February 1978
10-12 March 1978

RECENT NORTH-SOUTH NEGOTIATIONS

Report by the Director of the Secretariat

1. At the first meeting of the Commission, the Secretariat was requested
to prepare documentation on North-South negotiations in recent years.
Attached are the Secretariat papers on:

(a) Negotiations on External Indebtedness of Developing Countries
(Supplement 1)

(b) Negotiations on Commodity Trade (Supplement 2)

(c) Negotiations on International Monetary Reform (Supplement 3)

(d) Access to Markets and Multilateral Trade Negotiations
(Supplement 4)

(e) Negotiations on Transfer of Technology (Supplement 5)

(f) Negotiations on Transnational Corporations (Supplement 6)

(g) Negotiations on the Law of the Sea (Supplement 7)

2. The coverage is limited to multilateral negotiations, most of which
have taken place in international organizations. Bilateral negotiations
have not been considered. Other omissions concern the economic co-operation
between the European Economic Community (EEC) and a number of developing
countries, and also the economic co-operation amongst developing countries;
however, no major current negotiations are under way on these issues.
Another omission concerns international migration of labour and the brain
drain, which the Secretariat will remedy as its work progresses.

3. The negotiations described in the attached papers have been taking
place over varying lengths of time. They have occurred against the
background of profound changes in the world community. In the 1950s and

the early 1960s most of the attention in international discussions on
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development issues was focussed on the provision of loans, grants and

technical assistance. But looming close behind were the demands for

fundamental changes in the international trading and financial systems.
At the first session of the United Nations Conference on Trade and

Development (UNCTAD I) in 1964, an extensive agenda, including a wide

range of commercial and monetary issues, was introduced. In subsequent

years, and especially at the Special Sessions of the General Assembly of

the United Nations of 1974 and 1975, these issues were sharpened and
brought together in the call for a New International Economic Order. They

dominated the debates at UNCTAD IV in Nairobi in 1976 and at the Conference

on International Economic Co-operation (CIEC) in Paris in 1977. Negotiations

have been under way on these issues since, and they represent the main

.subjects of the present report.

4. The general conclusion which emerges is that progress has been

negligible in some key negotiating areas. In some others, the outcome
will be known later this year. A summary is as follows:

(a) No significant advance has been made in the negotiating area

of prices of raw materials and foodstuffs exported by developing

countries. The Negotiating Conference on a Common Fund within
the Integrated Programme for Commodities (IPC), after two

unsuccessful sessions in 1977, was suspended in early December.

Individual commodity negotiations have made little progress, and

only one commodity agreement has been renegotiated (sugar),

outside the IPC. The deadline- for these negotiations, held

under UNCTAD auspices, is the end of 1978.

(b) The negotiations on external indebtedness of developing countries
so far have not been fruitful. While it is agreed that there

is a debt problem, views differ amongst the governments of the

developed and developing countries as to its magnitude and gravity,

and on appropriate remedies. Some progress is possible with

respect to the position of the poorest countries at the special
UNCTAD ministerial meeting scheduled for early March 1978, but it

is unlikely that consensus can be reached regarding the debt

problem of developing countries in general. An assessment of

the implications of further growth of debt, particularly of the

short-term variety, which has come to dominate new borrowing by

the developing countries, seems necessary, and the Secretariat

plans to devote considerable attention to this area in the future.

(c) The danger of restrictions on access to markets for exports of

developing countries has never been greater in the post-war

period than today, in view of the recession and associated

unemployment in the industrialized countries. It is hoped that

the GATT multilateral trade negotiations, which are now entering the

active phase, would be of help to at least some developing countries;

this would be facilitated if they were given adequate opportunity

to participate in these negotiations in all stages. On the other

hand, a large potential market for the exports of developing

countries are the developing countries themselves. The experience

of their mutual trade has been mixed so far, but the objective
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possibilities have never been as great. A number of developing

countries are now producing competitively a wide range of capital

goods and intermediate products, which offer an opportunity for

large-scale intra-trade, not only amongst these countries but

also between them and those industrially less advanced. The

Secretariat intends to explore the realistic possibilities of

expanding economic co-operation amongst the developing countries

and to examine national and international measures needed to this

end.

(d) With respect to transfer of technology, the original deadline set

at UNCTAD IV for completing an internationally-agreed code of

conduct by the end of 1977 was missed, but the negotiations are

continuing towards the Fifth and the Sixth Sessions of the

Intergovernmental Group on the code, to culminate in a Negotiating

Conference scheduled for October-November 1978 under UNCTAD

auspices. The main issues on which the developing and the

developed countries are still far apart are: scope of application;

extent of national regulation; restrictive practices to be

regulated; applicable law on procedures for dispute settlement;

and finally, the very character of the code, that is, a legally

binding convention or only guidelines. Also under way are

negotiations to revise the Paris Convention on patents so as to

respond to the interests of the developing countries in the field

of industrial property.

(e) A code of conduct is also being negotiated for transnational

corporations, following the initiative and inquiries of the

United Nations over the last few years. An Intergovernmental

Working Group is scheduled to complete the draft code by the spring

of 1978. The key issues to be resolved are: whether the code

should deal solely with the behaviour of transnational corporations

or should also cover government policies; whether it should attempt

to achieve regulation on a mandatory basis or be a voluntary code;

and how comprehensive the coverage of activity of the corporations

should be.

(f) The on-going negotiations on the Law of the Sea have a major

economic aspect in that the Law will regulate the utilization of

mineral resources of the sea-bed and ocean floor. The disagreement

concerns the terms of exploitation, the developing countries

arguing in favour of an international enterprise controlling all

mining areas and issuing licences, and most developed countries

advocating a substantially larger role of private companies as

contractors.

(g) Outside the United Nations Organization proper, there are under

way, or are expected, important discussions concerning the future

of the international financial systems. In the International

Monetary Fund, the decisions on the Seventh Quota Review are now

pending before the governments and are overdue. Looming ahead
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is the Eighth Quota Review. Decisions on these issues will

determine the size of organized international liquidity, which

is of major importance for the ability to cope with the likely

international payments imbalances and with the international

recession. In the World Bank and other international

development agencies there is the issue of the future volume

of lending and the associated issues of the size of capital and

appropriate levels of their own borrowing. With respect to all

international financial agencies,, there are the issues of

appropriate sharing of responsibility for decision making and

management, which are of vital concern to the developing countries.

Finally, there are issues of the principles of lending operations

and conditions placed upon the borrowing countries, which may

require re-examination.

5. Professor Justinian Rweyemamu was the principal author of the papers

on negotiations on external indebtedness, commodity trade, transfer of

technology and transnational corporations. Mr. Liaqat Ali was the

principal author of the papers on negotiations on monetary reform, access

to markets and multilateral trade negotiations, and the Law of the Sea.

Extremely valuable comments and suggestions were received from

Professor Ohlin, especially on the paper on monetary reform.

Dragoslav Avramovic
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NEGOTIATIONS ON EXTERNAL INDEBTEDNESS

OF DEVELOPING COUNTRIES

A. Introduction

1. The external indebtedness of developing countries has been rising

steadily since the 1950s, but in the three years between end-1973 and
end-1976 it doubled, which amounted to a faster growth than ever before.
Although accelerating inflation made for similar growth in the money
value of output and export earnings of developing countries as a group,
the debt position of non-oil producing developing countries deteriorated

considerably. During the decade 1967-76, the debt of middle-income
non-oil producing developing countries rose, as a percentage of exports, from
77 per cent to 105 per cent, and of low-income countries from 184 per cent
to 213 per cent. The proportion of exports absorbed by debt service
also increased in both groups of non-oil producing developing countries by about
one-third. At the end of 1976, the disbursed official and non-official long-term
external debt of these countries reached $176 billion, and including
the oil-producing developing countries, $207 billion. The debt explosion
became a cause of great concern.

2. An important aspect was the relatively sudden increase in borrowing
from private sources. Over 60 developing countries were able to borrow
in the Eurocurrency market, although the heavy borrowers were high or
middle income countries, mainly with rapidly rising exports. The
maturities of commercial loans were shorter then those of official credit

and created a need for frequent roll-over in the major borrowing countries.
The maturity structure of the debt has deteriorated, and a great bunching
of payments has occurred in many countries.

3. The intensified borrowing by non-oil producing countries was related
to the major disequilibrium in their balances of payments caused by the

increases in their import prices of oil, foodstuffs and capital equipment,

compounded subsequently by the weakening of their export earnings as a

result of the recession in the industrialized countries. At the same
time, the funds available for lending increased, as the recycling of the
Organization of Petroleum Exporting Countries (OPEC) and some major industrial
countries' surpluses was facilitated by the low demand for funds in the
industrialized countries in the recession.
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4. At its Seventh Special Session (September 1975), the United Nations
General Assembly in resolution 3362 suggested that the debt burden was
becoming excessive and that UNCTAD TV should "consider the need for, and
the possibility of, convening as soon as possible a conference of major
donor, creditor and debtor countries to devise ways and means to mitigate
this burden".

B. Proposals by the Developing. Countries (Group of 77)

5. The Third Ministerial Meeting of the developing countries (Group of 77)
in its Manila Declaration and Programme of Action presented the following
proposals to UNCTAD TV:

(a) debt relief should be provided by bilateral creditors and donors
in the form of waivers or postponements of interest payments
and/or amortization, cancellation of principal etc., of official
debt to developing countries seeking such relief. In that
framework, the least developed, the developing landlocked and
the developing island countries should have their official debts
cancelled;

(b) multilateral development finance institutions should provide
programme assistance to each developing country in amount no
less than its debt service payments to these institutions;

(c) agreement should be reached to consolidate commercial debts of
interested developing countries and to reschedule payments
over a period of at least 25 years. The consolidation of commercial
debts and the rescheduling of payments would require the establish-
ment of suitable financial arrangements or machinery which might
include, inter alia, a multilateral financial institution, such as a
fund or a bank, designed to fund the short-term debts of interested
developing countries.

6. Similar proposals were presented by the developing countries at the
Conference on International Economic Co-operation (CIEC) in Paris.

C. Response of the Developed Market Economy Countries (Group B)

7. At UNCTAD IV, Group B rejected these proposals, and at the CIEC
Ministerial Conference an EEC/US proposal was instead advanced which
emphasized that borrowing and debt had a vital place in development finance
and suggested a distinction between debt situations involving default

risk, and structural balance-of-payments problems of a long-term nature,
involving a need for a greater transfer of resources. They suggested

that the former should be treated on a case-by-case basis in creditor

clubs, and that the latter should be analyzed, at the request of the

debtor, by an international financial institution.

8. A Special Action Programme was, however, eventually announced at
CIEC, under which Group B countries were to provide $1 billion of additional

aid to low-income countries.
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9. At the meeting of experts in December 1977, which was not a

negotiating forum, Group B presented details of the commitments made

under the Special Action Programme as well as its analysis of the

debt situation. Debt problems were seen as balance-of-payments

problems somewhat arbitrarily linked with debt-service payments which

only represented one item in the whole balance of payments. The growth

of debt and debt service was by and large concentrated on those countries

that could handle it in the Group B view. Although there was some

concern among bankers about the growth of private lending to developing

countries, the latter often seemed to prefer these channels to conditional

International Monetary Fund (IMF) facilities which had not been drawn on to the

extent expected. On the other hand, those low-income countries with low

oil imports and substantial grant aid were found by Group B countries

to have few debt problems except where crop failures or domestic

upheavals had caused general difficulties.

10. Sweden introduced a memorandum calling for the writing off of ODA

debts to the poorest countries, with reference to the fact that aid to

such countries was now mostly given in grant form. Sweden had already

taken steps to cancel its own debts of this kind.

D. Counter-Reply of the Developing Countries (Group of 77)

11. The Group of 77 in their papers see the debt issue in relation to
development objectives. A developing country is deemed to have a

serious debt problem if the servicing of its debt significantly impairs
its ability to sustain a level of imports adequate to meet a development

programme whose targets have been accepted by the international community.
It is also argued that the international economic environment has

presented them with enormous problems beyond their control and unrelated
to their ability to manage their own economies. They are facing a

world where the trend in aggregate demand is inadequate and perhaps falling,
where access to markets in developed countries for developing countries'
exports is worsening and there is neither adequate balance-of-payments
financing nor an increasing flow of official development assistance. On

the other hand, adoption of the Group of 77 proposals would, in their
view, result in a rapid and substantial increase in ODA flows and, by
enabling developing countries to increase their imports, it would give
a strong thrust to aggregate global demand and improve the economic
environment generally.

12. The Group of 77 argue that the cause of the increased debt burden
is of a general and external nature and that the solutions must equally

address the problem of developing countries on a general basis. General
debt relief would not adversely affect the developing countries' credit-

worthiness or confidence in private capital markets. In the first

place, the measure would be in favour of those countries that do not have

access to capital markets. Secondly, the measure would be understood

by the private capital markets as an expression of the commitment ,

of the iternational community to underpin the development process in

developing countries. Thirdly, the Group of 77 argues, a number of
developed countries (notably Sweden, Switzerland, The Netherlands and Canada)
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have already converted into grants all of their outstanding official

development assistance loans to the least developed countries without any

adverse effects on the private capital markets. Nor do they agree that

debt relief will affect the distribution of flows adversely as claimed by

Group B. As long as the net transfers are positive, debt relief will only

change the distribution if it is additional, and this would be a change at

the margin. Finally, debt relief and increased transfer of resources are

not equivalent measures. Debt relief has advantages which are met only in

part by increased ODA flows: it- is quickly disbursable, untied, and

available in its entirety.

E. Position of the Socialist Countries of Eastern Europe (Group D)

13. The Group D has agreed with the diagnosis of the Group of 77 with
respect to the sources of the increased indebtedness of the developing

countries. While debt constitutes a serious problem, members of Group D

feel they are not responsible for those factors which lead to developing

countries' indebtedness. Moreover, the credit relationships between

socialist and developing countries are of a different and special nature.

These countries are, however, prepared to collaborate with interested

developing countries on a bilateral basis and in the light of each specific

situation, to seek mutually acceptable solutions to monetary and financial

problems.

14. The Group D countries themselves have become major borrowers in the

international capital market, and the debts of some have risen substantially

in recent years. Consequently, while the Group D countries appear as

creditors of the developing countries in some cases, they are in the majority

large debtors.

F. Future Prospects

15. A special ministerial meeting of the Trade and Development Board of

UNCTAD has been scheduled for early March 1978, to discuss the debt problem.

It was preceded by a senior officials' meeting (23-27 January 1978) which

failed to agree on an agenda for the next meeting. The Group of 77, however,
expects the ministers to decide that "(a) the official debt owed to developed

countries by least developed, land-locked and island developing countries

should be cancelled or converted into grants;and (b) the official debt owed

to developed countries by other most seriously affected countries should

also be cancelled/converted into grants or at a minimum be recomputed on

IDA terms". It is not known, at the time of writing this report, whether

and in what degree these expectations are likely to be realized.

16. Although some progress is possible on these points, the debt talks so far

have not been very fruitful. An analysis of the reasons for this is beyond

the scope of this report. Also beyond its scope is an assessment of the

implications of further growth of debt, particularly of the shorter term

variety, which has come to dominate new borrowing by the developing countries.

The Secretariat plans to devote considerable attention to this area in the

future.



Table I

TOTAL DEBT OF DEVELOEOG Cr:TTRES (D7SBUTRSD) AT END 1975
AND TER S] H .EICE N 197 BY CATEZcRY OF LENDERS

Debt Debt Interest Amortization
outstanding service payments payments

creditor Sllion Of milloio $ million S milliontotal $ 1in total debt debt
(a) (a)

(1) (2) (3) (4) (5) (6) (7W8

1. TAC countries 110 162 63.7 18 646 71.8 5 642 6.2 13 004 14.4

- ODA 33 845 19.6 1 890 7.3 815 2.5 1 075 3-3
- Other official debt 10 635 6.1 1 784 6.9 515 6.1 1 269 15.0

-.OGLEC 33 154 19.2 8 930 34.4 (2 022) 7.'5 (6 908) 26.7

- Other bilateral private debt (b) 32 528 18.8 6 042 23.2 2 290 9.2 3 752 14.7

2. International private markets (c) 24 207 14.0 3 605 13.9 (1 750) 10.0 (1 855) 10.6

3. International organizations 19 830 11.5 1 590 6.1 895 5.6 695 4.4

- of which IDA 5 574 3.2 (46) 0.2 (35) 0.8 (11) 0.2

4. Centrally-planned economies 8 325 4.8 (820) 3.2 143 1.8 (677) 8.5

5. Oil producors 6 080 3.5 370 1.4 148 4.1 222 6.2

6. Other developing countries 3 256 1.9 689 2.7 241 8.5 448 16.0

7. Other and adjustments 1 070 0.6 246 0.9 (80) n.a. (166) n.a.
_ _ _ _ _ _ _ _(D d

TOTAL 172 930 100.0 25 966 100.0 8 899 6.4 17 067 12.3

C+

(a) Disbursed debt at end-1974.
(b) Bank loans, foreign bonds, nationalizations and other.

(c) Euro-currency credits, Euro-bonds and other.

Source: UNCTAD, Report of the Intereovernmental Group of Experts on the
External Indebtedness of _Developing Countries on its Second Session
(held at the Palais des Nations, Geneva, from 5 to 15.December 1977),
TD/B/685/Add.1



Table 2

TOTAL DEBT (DISBURSED) AT END 1975 AND DEBT SERVICE
IN 1975 OF DFVBLOPING COUI1TR=S, BY INCOrE GROUPS

Debt Debt
outstanding service Population GNP

Income Group 8 million $ million million %$ billion

(1) (2) (3) (4) (5) (6) (7) (8)

Least developed countries 7 422 4. 522 2 247 12 34 3

Yost seriously affected countries 35 002 20 2 982 11 1 073 52 176 17

1. $265 and less (a) 27 662 16 2 052 8 1 045 51 150 14

2. S266 - t520 (b) 19 760 11 2 480 9 219 11 81 8

3. 3521 - e1075 52 019 30 8 278 32 320 15- 260 25

4. Over $1075 44 692 26 7 975 31 185 9 305 30

Total non-oil developing countries (1-4) 144 133 83 20 785 80 1 769 86 796 77

5. Oil exporting countries 28 797 17 5 181 20 286 14 233 23

Total developinC countries 172 930 100 25 966 100 2 055 100 1 029 100

(a) Excluding Indonesia

(b) Excluding Nigeria

Source: As for Table 1. O

t (D



Table 3

Total Debt of D-veloping Countrie-' (Disbursed), at yea- end, during 1960-1976
by Source of Lnoinr

8 billion

Source of Lending 1960 1961 1962 1963 1964 1965 1966 1967 1968 1969 1970 1971 1972 1973 1974 1975 !1976(p)

1. DAC CoLntriec 14.3 16.3 13.6 21.5 25-5 29.3 33.5 38.6 44.6 51.0 57.9 64.9 69.1 76.9 89.5 110.2 127.1

- 02A 5.0 6.0 7.0 8.7 10.3 12.0 13.7 15.9 18.0 20.3 22.6 24.0 25.2 27.4 30.0 33.8 37.1
- Tvtal export credits 6.9 7.4 8.1 9.1 10.5 12.0 13.7 15.7 1e.5 21.0 23.8 27.5 28.5 31.0 34.0 43.r 55.5
- Qther (private) 2.4 2.9 3.5 4.0 4.7 5.3 6.1 7.0 8.1 9.7 11.5 13.4 15.4 18.5 25.5 32.5 36.5

2. International firnoncial markets - - - - - - - - - 0.3 0.5 1.9 4.7 12.0 17.5 24.2 33.5

3. Irtei-national organizations 2.8 3.0 3.3 3.6 4.1 4.6 5.2 5.8 6.5 7.3 8.1 9.4 11.0 13.2 16.o 19.0 23.6

4. Centrally-plannd economies 0.7 1.5 2.0 2.2 2.6 3.0 3.2 3.7 4.3 5.0 5.5 6.1 6.6 7.4 8.0 8.3 9.0

5. OP:C cmtrntries - - - - - - - - - - - - 0.1 0.9 3.6 6.1 8.3

6. OTher devoloping countries 0.1 0.1 0.1 0.1 0.2 0.2 0.3 0.3 0.4 0.6 0.9 1.0 1.4 2.0 Z.6 3.3 3.8

7. Oth.r wnd ae.juotrnent3 - - - - - - - - - - - - - - - 1.1 1.5

T VL 17.9 20.9 24.0 27.7 32.4 37.1 42.2 48.4 55.8 64.2 72.9 83.3 92.9 112.4 137.2 172.9 206.e

Annual increase , - 17 15 15 17 15 14 15 15 14 14 12 21 22 26 20

a/ Incluuink intre-leveloping country debt.

Not2: (p) = provieionnl.

Source: As for Table 1. --

p0+
(D d

-4 (Dl

(Dl
z-f
C+
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Table -

Total Ayrnual Dchtt 3er:i'c .f -- ce nr C iotr d3r'r ' -)G7 t7': fL!I-!

S billi n

Source of L-nding .1960 196' 1962 1963 1964 1965 1966 1967 1968 1969 1970 1971 :1972 1973 1974 9-75 6

I. DAC Countries 2.4 2.5 2.7 3.3 3.6 4.2 4.8 5.3 6.2 7.3 7.6 8.8 10.4 12.5 1A.4 i'.( 22.C
- ODA 0.4 0.5 0.5 0.7 0.8 0.9 1.0 1. 1.1. 13 1.4 1.6 . 17 .9 2.
- Total export credits 1.7 1.7 1.8 2.0 2.1 2.4 2.7 3.0 3.6' 4.4 4.5 5.1 6.0 7.4 8.7 IC.7 .
- Other (private) 0.3 0.3 0.4 0.6 0.7 '0.9 1.1 1.3 1.5 1.8 1.8 2.3 2.8 3.4 4.0 6.0 7.5

2. International finarjial rarkets - - - - - 0.3 0.6 1.3 2.7 3.6 5.0

3. International organizations 0.2 0.3 0.3 0.4 0.4 0.5 0.5 0.6 0.6 0.7 0.8 0.9 1.1 1.2 1.4 1.6 1.e
4. Centrally-planned eccnrmies - 0.1 0.1 0.1 0.2 0.2 0.2 0.3 0.3 0.4 0.5 0.5 c.6 0.7 0. 0.8 0.9

5. OPEC countries - - - - - - 0.1 0.4 0.61
Other developing countries - - - 0.1 0.1 0.2 -0.2 0.4 0.7 0.9

Other and adjustments - .-----2 0.2

TOTAL 2.6 .2.9 3.1 3.8 4.2 4.9 5.5 6.2 7.1 8.4 9.0 10.6 12.9 115.9 19.8 26.0 r.C

(annual increase %) - (12) (7) (23) (11) (17) .(12) (13) (15) (18) (7) (18) (22) (23) (25) (31) (23)

of which:-
- interest 0.6 0.7 0.8 0.9 1.1 1.3 1.5 1.7 1.9 2.4 2.7 3.2 3.8 4.9 6.6 8.9 10.0

amortization 2.0 2.2 2.3 2.9 3.1 3.6 4.0 4.5 5.2 6.0 6.3 7.4 9.1 11.0 13.2 17.1 22.0

af Including intra-developing country debt service.

Vote: (p) = provisional

Source: As for Table 1-.



Table 5

Total Debt of Leveloping Countries (Disbuirsed) at year end and
Total Annual Debt Service durirg 1960 - 1976 by Tyoe of Debt

S billion

1960 1961 1962 1963 1964 1965 1966 1967 1968 1969 1970 1971 1972 1973 1974 1975 1976(p.)

1. Bilateral ODA, and IDA-type 5.4 7.0 8.3 10.2 12.2 14.4 16.8 19.7 22.6 25.7 28.7 31.0 33.5 38.0 42.8 51-5 56.8

2. Other international
organi:ationo 2.8 3.0 3.2 3.4 3.8 4.0 4.1 4.2 4.5 4.9 5.3 6.1 6.8 7.9 9.3 11.6 13.4

3. Total export credits 7.2 7.9 8.9 10.0 11-5 13.2 15.0 17.2 20.2 23..0 26,0 29.9 31.4 34.3 38.9 49.3 i 61.5

4. Other (market terms) 2.4 2.9 3.5 4-0 4.7 5.3 6.1 7.0 8.1 9.9 12.0 15-3 20.1 30.9 45.0 59-0 73.5

5- Unallocated .1 .1 .1 .1 .2 .2 .3 .3 .4 .7 .9 1.0 1.1 1.2 1.2 1.5 1.6

Total 17bt 20.9 !2.0 277 !2. 42.2 1.4 5 16A.2 72.9 8 :-112.4!17.2 72.9 206.8

1. Bilateral ODA, and IDA-type .4 -5 -5 .7 .8 .9 1.0 1.0 1.1 1.2 1.4 1.5 1.7 2.0! 2.0 2.2 2.6

2. Othier international
or[anizations .2 -3 .31 4 .4 - .6 .7 .8 9 l.1l.2 1.4 1.6 1.7

3. Total export credits 1.7 1 1.7 1.8 2.0 2.2 2.5 2.8 3.2 3.8 4-7 4.9 5.5 6.5 7.7 8-9 11.3 14.0

4. Othor (ar -ket terms) .3 .3 .4 .6 .7 1 .9 1.1 1.3 1-5 1.8 1.8 1 2.6 3-41 4.8 7.31 10.7 13-5

5. Unallocatcd - .1 .1 .1 .1 .1 . .1 - .1 .1 .2 .2 .2 .2

To.71. Debt. Service 2.6 2. 5- 6 . 8.A 0 6 12.92 _ _2.2 26.0 32.0 .

N-o': (i) = provisionl
Cu

Source: As for Table 1.-



Table 6

Total Debt of Developing Countries (Disbursed) at year-end and
Total Annual Debt Service during 1967 - 1976 by Groups of

Developinr Countries
billion

Groun 1967 1968 1969 1970 1971 1972 1973 1974 1975

Least-developed D 1.5 1-7 1.9 2.1 2.4 2.8 3.7 5.0 7.4 9.7
countries DS 0.1 0.1 0.2 0.2 0.2 0.3 1, 0.3 0- 5 0.6

10.7 12. I 0-

Most seriously- D 13:4A 15.3 17-3 18.9 21.6 2. 2.0 30. 55- 4U -
al fcected countries DS 1.1 1.2 1.4 1.6 1.7 2.0 2.2 2-5 3.0 3.6
-------------------------- - - - - - - -- - - -- -- -- - - - -- -

1. Poorer countries a/ D 0.7 12.3 13. 150 1.8 186 2. 37 27.7 1.4
DS 0.8 0.8 1.0 1.0 1.1 31.4 2 2.

50. 15.1 409 4.21.3 1.4 1.7
2. Other non-oil D .0.9 35-1 40-9 46.2 52.0 57.6 68.9 89.1 116.4 140.8

developing countries DS 50 57 .6 7.0 8.0 9.5 11.5 14.1 18.7 23.5

3. Total non-oil D 41.6 147,4 54.6 61.2 68.8 76.2 90.0 j112.8 144.1 172.2
developing DS 5.8 6-5 7.6 8.0 9.1 10.6 12.9 15.8 - 20.8 25.6
countries 11/

4. OPEC countries D 6.8 8.4 9.6 11.7 14.5 16.7 22.4 24.4 28.8 34.6
DS 0.4 0.6 0.8 1.0 1.5 2.3 3.0 4.0 5.2 6.4

5. Total developin D 48.4 155.8 64.2 72.9 83.3 92.9 112.4 137.2J172.9 206.8
countries DS 6.2 7.1 8.4 9.0 10.6 12.9 15.9 19.8 26.0 32.0

_a Countries with per capita GNP of $265 or less in 1975.

/ Non-OPEC countries.

Note: D = Debt (disbursed) at year-end
DS = Debt service
(p)= provisional

u(D

Source: As for Table 1. 5
H+
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NEGOTIATIONS ON COMMODITY TRADE

A. Introduction

1. Price and income instability and weaknesses of market structure

are the major elements that have characterized commodity trade in the

past quarter of a century. Attempts to set up a commodity trade

organization or "commodity bank" after the Second World War were

unsuccessful; these efforts resulted in the unratified Havana Charter.

2. Primary commodity trade is of special significance to developing

countries. It constitutes two-thirds of their total exports (excluding

oil) or over 80 per cent if oil is included. Secondly, for most

developing countries these exports are concentrated in one or just a

few products and are imported by a few industrialized countries.

Moreover, most of these commodities have no home base. Thirdly,

producers of most of these commodities are pricetakers with little

market staying power, while importation of these commodities is often

undertaken by a few oligopolies from the industrialized countries with

adequate financial power.

3. The above features underscore the significance of commodity trade

for these countries. In the first place, commodity trade influences

the size of the foreign exchange earnings and hence their balance of

payments situation as well as their ability to service external

indebtedness. Secondly, it contributes significantly to government

revenue. And thirdly, it is an important determinant of the country's

level of savings and investment. This means that any persistent

weakness in commodity trade must handicap their efforts at development.

4. Commodity trade is also important to the economies of developed

countries. Disturbances which interrupt the flow of commodity supplies,

which lead to irregular movements in prices or which prevent the

orderly expansion of production through the normal process of investment,
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can have serious consequences on the economies of the developed

countries. This is particularly so of such imported commodities as

cobalt, chromium, nickel, copper, rubber, phosphates, etc. The

developed countries are not only importers and consumers of commodities

but large producers. While they account for about 70 per cent of

world imports of non-oil commodities, they also represent 60 per cent
of total world exports of such commodities, particularly those of the

temperate zone. For many of these, the developed countries have price

support programmes which assure minimum incomnes to their domestic produ-

cers and also influence or determine the international prices of these

commodities.

5. The commodity problem of developing countries- became more acute

in the aftermath of the economic debacle of the early 1970s, viz. the

disruption of the international monetary system, the violent onset of

severe inflationary pressures, the oil crisis, and the subsequent

recession. These developments provided an opportunity to the Chairman

of the Fourth Summit Conference of Non-Aligned Countries, held in Algeria

in September 1973, to request the Secretary-General that a special UN

session be held to discuss the problems of raw materials. The General

Assembly adopted at its Sixth Special Session (May 1974) Resolution 3202

(S-VI) which, inter alia, called for "an overall integrated programme

setting out guidelines and taking into account the work in the field,

for a comprehensive range of commodities of export interest to develop-

ing countries". Subsequently, the Dakar Conference of Non-Aligned

Countries on Raw Materials (3-8 February 1975) and the UNCTAD Committee

on Commodities later that month, examined the issue of an integrated

programme for commodities. The Third Ministerial Conference of the

Group of 77, held at Manila in early 1976, approved a Programme of
Action on an Integrated Programme for Commodities (IPC) that became a

major issue for negotiation at UNCTAD IV. It is the substance of these

negotiations that will be the focus of this review.

B. IPC Negotiations at UNCTAD IV

6. The IPC is a new approach to international commodity policy in that

it envisages the negotiation of individual commodity arrangements cemented

by a Common Fund aimed at stabilizing and strengthening the markets for a

broad range of commodities so that on balance the majority of the develop-

ing countries would benefit within a common framework of principles,

procedures and time-frame. The new features of this approach are its

integrated nature (including coverage) and its concern with strengthening

markets. The IPC, however, accepts and is indeed founded on the principle

of consumer-producer co-operation.

7. The basic elements of the IPC that underlay subsequent debate were:

(a) whether it (and particularly the Common Fund) would wield

powers of intervention in commodity markets;
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(b) whether it would imply a sharing of costs of stabiliza-
tion between producers and consumers;

(c) whether stabilization in the IPC framework implied
"indexation"; and

(d) the nature of the Common Fund.

8. Resolution 93 (IV) that was adopted in Nairobi at the end of
UNCTAD IV (May 1976) left many of these issues unresolved, but
suggested a framework for future negotiations in the form of a
timetable to negotiate individual commodity arrangements in a
single exercise and a timetable to convene a negotiating conference
on the Common Fund preceded by preparatory meetings.

C. Negotiating a Common Fund

9. Three preparatory meetings were held in Geneva: 29 November-
4 December 1976, 24-28 January 1977, and 21 February-l March 1977.
These meetings did not produce an agreed text for negotiation by
the Plenipotentiary Negotiating Conference on a Common Fund that was
held in Geneva from 7 March to 2 April 1977.

10. The key issues that were addressed by the March Negotiating
Conference were:

(a) financing - sources, relationship with international
commodity organizations (ICOs), financial requirements and

financial structure;

(b) stocking and "other measures", i.e. diversification,
productivity improvement, market surveys, research and
development, and improvements in transport, marketing and

distribution of commodities, in support of stocking activi-

ties or for commodities which cannot benefit from stocking;

(c) membership, organizational structure and decision-making

process and voting.

There was little consensus on most of these issues other than the

agreement that the Common Fund must be financially viable, that it
must respect the autonomy of ICOs and that its financing of other
measures must not imply that the Common Fund would replace existing
sources of financing. The basic questions were not agreed upon

since the issue of principle i.e. the decision to establish a

Common Fund, had not been resolved. The Conference, therefore, ended

without agreement on establishing a Common Fund, its nature, modali-

ties and operations, but agreement was secured to reconvene the

Conference in November 1977.
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11. At CIEC in Paris, the problem of IPC was discussed and at the

Ministerial Meeting in early June 1977 it was agreed that a Common

Fund should be established as "a new entity that will play a key

role in attaining the agreed objectives of the IPC". This decision

was supported by the Commonwealth Heads of Government who met in

London in mid-June 1977, and endorsed by the Ministers of OECD

countries meeting on 23-24 June 1977.

12. The reconvened Negotiating Conference on the Common Fund

(November 1977) began its work and concentrated on the following

areas:

(a) the relationship between the Common Fund and the existing

and future ICOs;

(b) the sources of equity funds and the capital structure,

including the issue of government-assessed contributions;

(c) whether the Common Fund should finance "other measures";

(d) sharing costs of stabilization between consumers and

producers;

(e) decision-making and voting rights in the Common Fund:

the proposal that voting and decision-making should not be

tied to capital subscriptions alone but that a judicious

balance between the principle of equality and proportiona-

lity must be invoked to ensure a decisive role for the

developing countries.

C.l. Position of Developing Countries (Group of 77)

13. The Group of 77 expressed its desire to have a Common Fund that

is a "source" of finance i.e. a Fund with a large part of its equity

derived from assessed government contributions. Such a Fund would

facilitate the conclusions of new international commodity agreements

(ICAs), would provide incentives to encourage participation of all

ICAs, would guarantee global solidarity and would ensure sharing of

costs between consumers and producers. They wanted a Fund that

would finance "other measures", i.e. apart from stocking as defined

above. They also wanted a Fund with a decision-making structure

that would ensure their decisive role; The full text of the position

of the Gmnup of 77 is attached as Appendix A. They were supported by

China in all these proposals.

C.2. Position of Developed Market Economy Countries (Group B)

14. Group B countries wanted a Fund that would only support buffer

stock financing through ICAs (i.e. they did not want to finance "other

measures"), that would have its equity base from the deposits of ICAs

(75 per cent of their cash). Thus, the Common Fund would be a
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function of the already established commodity agreements rather
than playing a catalytic role in promoting new agreements. The
full text of the position of Group B is attached as Appendix B.

C.3. The Results of the Negotiating Conference

15. By the time the decision to suspend the November Conference
was taken, it was clear that the broad issues dividing the Group of

77 and Group B had not been resolved. 2 There was only one major
formal departure from the position of Group B and that is on the
sharing of costs of stabilization between the consumers and producers.
In his summary statement to the Plenary on 1 December 1977, the
spokesman of Group B noted that "a commitment on the joint responsi-
bility of producers and consumers for buffer stock financing in the
international commodity agreements was a key element in their

thinking" - and Group B for its part "had made clear that any such
commitment would be directly linked to its own proposal for a Fund
based on international commodity agreements". The financing of
ICAs was not discussed and it was therefore not entirely clear whether

the spokesman's statement implied a major change in the existing
practice whereby the burden of stocking is effectively borne by the
producing countries.

16. As was pointed out by the spokesman of Group B in his summary

statement to the Plenary on 1 December 1977, there is a considerable
range of views within Group B on the basic issues of the Common Fund,
including views closely aligned to those of the Group of 77. Indeed,
Norway, Sweden, Finland, Denmark and The Netherlands indicated their

support for a Common Fund that would finance "other measures", and
would have the major source of its funds from government-assessed
contributioni7  The Netherlands even pledged $25 million to the
Common Fund.- Other developed countries expressed reservations.

17. The Group of 77 felt, however, that the Group B proposal could
not lead to a Fund that would play a key role in the IPC as envisaged
both at Nairobi and at Paris. In the words of the spokesman for the
Group of 77, "How could (Group B's proposal) provide an impetus for the
successful conclusion of future commodity negotiations?... Could it,
without directly assessed contributions to it by every member of the

international community, become an effective and universal institution?"

18. After the suspension of the Conference, the issue was brought

before the 32nd Session of the United Nations. The General Assembly

adopted in December 1977 Resolution 32/193 which calls on the countries

1/
- Pledges by several other countries had been made at UNCTAD IV

in Nairobi (The Philippines $50 million, India $25 million, Indonesia

$25 million, Norway $25 million, Yugoslavia $30 million, and Kenya - no

less than $1 million).



Supplement 2

page 6

which have not yet done so to take the necessary political decisions

on the basic elements of the Common Fund which would enable a

resumption of the negotiations and asks the UNCTAD Secretary General

to consult with the parties about a possible resumption in early 1978.

D. Negotiations on Individual Commodities

19. Resolution 93 (IV) adopted by UNCTAD IV at Nairobi (May 1976)

called for a negotiating conference on the Common Fund as well as

negotiations on individual commodity arrangements in a single exercise.

20. Since the adoption of the above resolution, only one international

commodity agreement (sugar) has been concluded. Its negotiation,

however, was not in response to the above resolution: discussions had

been going on for some time to replace the old sugar agreement.

However, Article 55 of the International Sugar Agreement 1977 provides

for a possible future relationship with the Common Fund.

21. A number of preparatory meetings have been held under

resolution 93 (IV) in the case of copper, iron ore, jute and jute

products, rubber, tropical timber, hard fibres and phosphates. In no

case, however, has the formal decision been taken to move to the

negotiating stage and, as of this review, there is no indication when

that stage might be reached for any single commodity, except perhaps

for rubber. This means that the preparatory phase of the IPC is not

likely to be completed within the timetable set out in resolution 93 (IV),

which laid down that preparatory meetings should complete their work no

later than February 1978. The Ad Hoc Inter-governmental Committee for

the Integrated Programme for Commodities (a Committee of the Trade and

Development Board) agreed at its fourth session (12-15 December 1977) to
extend the period of the preparatory phase. A brief individual

commodity review follows.

22. Copper - Three preparatory meetings and five meetings of the

Inter-governmental Group of Experts have been held. At the Third

Preparatory Meeting (30 January to 3 February 1978) no progress was

made to identify the possible economic elements of an international

copper agreement. The Third Preparatory Meeting agreed to recommend

formally the establishment of a standing inter-governmental copper

body as part of the continuing programme of work under the Integrated

Programme for Commodities. The results of the group's work will be

placed before the Fourth Preparatory Meeting on Copper scheduled for

May 1978.

23. Jute and Jute Products - Four preparatory meetings have been held.

At the Fourth Preparatory Meeting (11-15 July 1977) it was decided to

establish an Inter-governmental Working Group to finalise recommenda-

tions on the measures on which further agreement could be reached and

to prepare draft proposals on the elements of an international arrange-

ment or arrangements. The First Inter-governmental Working Group was
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held on 16-21 January 1978. The meeting discussed the elements

of an international arrangement, viz stabilization, harmonization

with synthetics, research and development, market promotion and cost

reduction. On stabilization, some consuming countries indicated

that they were considering a concrete scheme for financing export

raw jute stocks in Bangladesh, but not stocks of jute products or

other raw jute. On research and development, consuming countries

submitted a paper that will be discussed at the next preparatory

meeting to be held on 10-14 April 1978.

24. Rubber - Two preparatory meetings and two sessions of the Inter-

governmental Task Force have been held. At the last session of the

Inter-governmental Task Force on Rubber (6-9 December 1977) it was

agreed that the Third Preparatory Meeting on Rubber to be held on

27 February-3 March 1978, should take a formal decision with regard
to the negotiation of an international agreement to stabilize natural

rubber prices. The Task Force recommended that an international

buffer stock be the central element of a price stabilization agreement.

As a contingency measure, the operation of this.buffer stock would, as

and when necessary, be supported by supply rationalization measures,

i.e. production management and possibly export quotas.

25. Tropical Timber - Three preparatory meetings have been held, the

last one was convened on 23-27 January 1978. At this meeting it was

agreed to undertake a work programme that would provide the basis for

discussion on a possible integrated arrangement on tropical timber.

The approved work programme includes further analysis of the degree,

characteristics and causes of instability in the markets and the

identification of appropriate measures and techniques. The next

Preparatory Meeting on Tropical Timber is scheduled for 17-21 April

1978.

26. Hard Fibres - Three preparatory meetings have been held. At the

last meeting (16-20 January 1978) it was agreed to set up working

groups to examine the feasibility of stabilization for sisal and henequen,

coir and abaca respectively.

27. Tea - The First Preparatory Meeting on Tea was held on

9-13 January 1978. It was agreed to transfer the work on tea from

FAO to UNCTAD. The Second Preparatory Meeting is scheduled for

10-14 April 1978.

28. Phosphates - The Preparatory Meeting on Phosphates (5-9 December

1977) recommended that arrangements be made for its work to be continued

at the level of governmental experts; the purposes of which would be to

examine the situation and problems of the world phosphate market and

initiate the collection and analysis of relevant information. The

Second Preparatory Meeting is scheduled for 29 May-2 June.



Supplement 2

page 8

E. Concluding Remarks

30. There has so far been little effective negotiation on the

Integrated Programme for Commodities. The first part of the

Negotiating Conference on the Common Fund (March 1977) took place

before a political decision to establish a Common Fund by some of

the participants was taken. Progress in the second part of the

Negotiating Conference (November 1977) was inhibited by the fact

that some members of Group B were still searching for an appropriate

framework for the negotiations. Progress in individual commodity

has been extremely slow.
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NEGOTIATION OF A COMNON FUND PURSUANT TO CONFERENCE RESOLUTION 93(IV)
ON THE INTEGRATED PROGAM.ME FOR COM21ODITIES

Elements of an international agreement on the Common Fund

1/
Position paper submitted by Yugoslavia on behalf of the Group of 77 -

1/ Source: UNCTAD, United Nations Negotiating Conference on a

Common Fund under the Integrated Programme for Commodities, Geneva,

7 November 1977, Agenda item 9 (TD/IPC/CF/CONF/L.4).
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ULThii'TED ITATI0iT3 ICEOTI JUG CCI:?iTCL OIT A 2Cc3o: pUiDuiW: G r i R Ou2'Lw r ~ clLi]J Y m

Gencva, 7 UIoveoher 1977
Lrgcnda iten 9

iaJGoTIv2IOH OP A COU-O1i PU1) SUXTh2 TO2 C.7LI T C2 RESOLUTICW 93 (IV)
Oi TiE ITHE' PiTID PROGILl2 EO3 CriUODITIuS

El,1-e-ents of an international a.7rea-.enrt on t1,-Coi-rson ~.P.nl

Poition vapir s itted by Yu!oclavia on beLa12 of the Group of 77

Preamble

ecallin- the Dclaration and the Progr:me of Action on the 2Dtablishrment of' a ITew
IntenationiaJ. conomuic Crr 2f as well as the Charter of Economic Rights and Duties of
tates a wich lay dorn the oundations of' thc Ueow International -conomic Ordcr,

flecalling UUh~CT2AD resolution (3 (IV) on the Interate ogr ne for Coinocities,

!fJfirvfin the ir portance to *.oth producers ancd consarer, notably the dcvclopinG
)ntries, of cornodity eports for forei -n exchane earninGs and of conwodity imports

.or econom.ic development,

Re=:z7n: the need for inuroved forms of international co-operation in the field of
comodities,

Recallinr the pr'opozal in the Ue1nila Declaration and Programne of Action for the
ectablishment of a comnon fund for the financing o ancernational corr.odity stock,
co-ordinated national stocks or other necessar- masures within the framework of commodity
arrangeinent a,

I/ Qne delegation stated that it had to reserve its position on the entire text
of this document.

2/ Gneral Assombly resolution 3201 (S-VI) and 3202 (S-VI) of 1 May 1974.

General Assembly- resolution 3201 (XXIX) of 12 December 1974.

GE. 77-71073
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Conecious that such- a common fund constitutes the central and inte-ratin-
elcment providing operational strength to the Integrated Prorranac for Conrmodities
as a whole, liii the interests of producers and conscnmers on a wide range of
commodities of pai-icular importance to tile developing countuies,

Considerinr' that the establishment of thc Commjon fund could contribute to a
co-ordinated approach towards an international coLmod it'r policy,

Consierin2 that the operations of the Conmon Fmnd should be more economical
than a Scrics of iunds for individual co!amoditios,.

Contiderin,- that the availability of finance through the Common Fund would
allow the negotiation of international commodity arrngenents envicaged in the
Integrated Progranmce to go Cor1.-ard unhal perel b: the finarcial constraints

ncountered in the earlier fragmentary approaches to commodity problems,

Convinced that the Common Fund would impart a new dynamiri to efforts to
restructure uorld commodity trade, to diversify production anci:pand proccsing
of primary products in ecvelopingr countries with a vie,! to promoting their
accelerated indiutrialization and increasing their e:-port earnings,

Convinced that the Common FLund 'ill contribute to the achicvnent of greater
equity and rationa it, in the econonic relatinship bcteen devcloping and
developed countries an& ;roducers and consvners of commoditics and, thus, become an
important means lor the realization of. the HIew International 'conomic OTder,

The Contractinr Parties have agreed to establish The Common Fund within the
framework of the Integrae-d hrogrenme for Comodities which shall be governed
by the following Articloc of ALrocmnt:
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I. - E OBJCTIVES AID PUPOSES

1. The fundamental aim of the Commn Fund shall be to serve as the main. instrument
for attaining the objectives of the Integrated Pro-ramme for Comodities embodied
in Conference resolution .03 (IV), section I.

2. The Common Fund, as the central source of finance, shall serve the following
specific objectives and purposes:

(a) to finance international corsaodity stocks and/or internationally
co-ordinated national stocks within the framework of international
comodity arrangcmcnts;

(b) to finance, within the framework of international commodity arrangements,
the necessary measures for perishable and other cor.oitiez whose problems
cannot be adecuately solved by stockinS and which experience a persistent
price decline. Such measures may include those inC.icated in (c) below;

(c) to finance other necessary measures within the framework of international
commodity arrangemento. Such measures, to be undertaken alone or in
addition to and in support of stocking activities, aay include
diversification, productivity improv ement, market promotion, research and
development, and irprovements -in the transport, marketinn and distribu tion
of commodities with frcater particimati3n of cevelopinC countris;

(d) to finance, at the recuost of develcping prodLcing countries members of an
international commodity arrarement, measures nst providcd for in such an
internatioral commm cdity arranrement, but within the scope of the Fund, for
commodities facing difficulties subject to satisfactory arrangements with
the international commodity orgLnisaticn concern6. and in accordance with
the. criteria and rules established by the Fund for such saecific firancin ;

(e) to finance, at the request of developing prcducir countries, stocks and/cr
other measures when considered appropriate by the Fund for commodities
facing difficulties and for which there is no c:-stine commodity
arrangement, subject to the criteria and rules establised by the Fund for
such sp-cific financing. Such 1-asures may inclu(, those indicated in
paragraph (c) above;

() to facilitate the settirg up of international commodity arrangements of
particular interest to developina countries and thereby play a role as an
instrument for the establishment of the New Int)rnatir-al Economic Order.

3.- In attainin these objectives, the Common Fund should take into account the
interests of the least developed anonp the develoning countries th3uCh appropriate
measures as indicated in resolution 93(IV), section III, para. '.

4. In attaining these objectives, the Common Fund should also take into account
the interests of the developing importing countries if adrersely affected thrugh
appropriate measures as indicated in resolution 93(IV), section III, para. 3.
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II. M1ODES OF OPERLATION

A. General rro.isions

5. The resources and facilities of the Fund shall be used to achieve the
objectives and purposes specified in section I above.

6. The modes of operation of the Fund shall be in keeping with the relevant
provisions of Conference resolution 95(IV), including the provisions contained
in section III thereof.

7. The Fund shall function as a financially viable institution and shall ensure
an overall net income from its operations. The Fund manarement shall utilize any
net surplus created by its operations in furtherance of its objectives and purposes.

8. As a general rule, the Fund shall act as a financing agency and extend loans
to commodity organizations. It may, however, when appropriate, finance stocks
and/or other measures for commodities facing difficulties and for which there is
no existing commodity arrangement or for which such measures are not provided for
in international commodity arrangements, in accordance with the provisions contained
in paragraphs 22 and 23 below.

9. The main function of the Common Fund will be the financing of buffer stocks.
Another function will be the financing of other necessary measures as provided for
under section I above (Objectives and purposes). For these purposes, the Fund shall
establish separate accounts, maintaining an adecuate proportion between these
accounts consistent with the economic viability of the Fund.

10. The Fund shall apply criteria for prcviding loans consistent with the
objectives and principles of the Fund, withcut interfering in the policy and
operational decisions of the commodity organizations.

11. . The interes; rate on the loans extended by the Fund s:.all be set at as low
a level as is compatible with the ability of the Fund to borrow at a reasonable
cost and with the maintenance of its financial viability.

12. In its onerations and within its sphere of competence the Fund shall give
special consideration to the protection of the interests of developing importing
countries, particularly the least developed and most seriously affected among
them and those lacking in natural resources, if adversely affected by measures
under the Integrated Programme for Commodities, by means of appropriate measures
as envisaged within that Programme.

13. In determining the amount of financing to be extended, the Fund shall take
into account the need for avoiding a disproportionate amount of the Fund's total
resource- being used for the benefit of a single commodity and for ensuring that
a reasonable amount is available for each commodity covered by the Fund.
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B. Internaticnnl buffer stocks

14. The commodity organizations seeking loans from the Furd shall enter into
agreements or stand-by arrangements with the Fund specifying the amounts and the
terms and conditions of financin- in accordance with the general criteria
established by the Fund for assessing the requests for loans submitted to it.

15. .The resources made available by the Fund to thc4 commodity orranizations shall
be used exclusively for the financing of stocks of the commodities concerned, and
the returns from the sales of such commodities shall be utilized to repay the
outstanding loans under the agreed conditions for repayment.

16. In determining the amount of loans to be extended to commodity organizations,
the uand shall take into account the need for avoiding a disproportionate amount
of the Fund's total resources being used for the benefit of a single commoity
arrangEmernt and for ensuring that a minimum amount, as determined by the Fund, shall
be available to individual commodity organizations as and when required.

C. Internationally co-ordineted national stocks

17. The provisions cf sub-section L above shall also apply, as anproopriate, to
loans extended by the Fund to commodity ornanizations for financing co-ordinated
national stocks.

18. The provision of such loans shall be in accordance with the criteria
mentioned in paragraph 10 above.

19. The Fund shall satisfy itself with the procedures of the commodity
organization concerned with regerd to matters such as the establishment,
maintenance and replenishment of stocks, and with the provisions to ensure that
the commitments of the particinants are beinJ met.

D. Measures other than stockin2'

20. The Fund shall finance measures other than stockin- within the framework of
international co'mnodity arrangements, except in the circumstances referred to
under sub-section 3 below. For this purpose the F'und Shall enter into a loan
agreement with the ccamodity organization concerned in accordance with general
guidelines established by the Fund to ensure that such measures are consistent
with the objectives and nurmoses of the Fund.

21. The Fund may also extend loans directly, tm member States to finance such
measures, on the recommendatien and spcnsorship cf the commodity organization
concerned. In such cases, the Fund shall enter into a loan agreement with the
recipient atate in accordance with the general ruidelines established by it.

E. Neasures not urovided for in international commodity arranrements or outside
the framework of such arranaements

22. The financing, at the reouest of developing producing countries members of an

international commodity arrangement. of neasures not provided for in a particular

international commodity arrangement but within the scope of the Fund for
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commodities facing difficulties shall be through loans subject to satisfactory
arrangements with the international commodity organization concerned and in
accordance with the criteria and rules established by the Fund or6 s.ch spcific
financing.

23. Financing of stocks and/or other measures considered appropriate by the Fund.
for commodities facing difficulties and for which there is no existing commodity
arrangement shall be through loans subject to the criteria and rules established
by the Fund for such specific financing. The financing for such measures should
be made available by special provision to be decided -upon by the Fund for this
purpose.

III. SOURCES OF FINAUCE AND CAPITAL STRUCTURE

24. The Fund shall mobilize the necessary resources from member countries,
international organizations and the capital markets in the form of contributions
to its subscribed capital, loans, grants or in any other form it deems
appropriate to achieve its purposes and fulfil its functions.

25. The financial resources of the Fund shall consist of:

(a) Capital subscriptions of member countries to the Fund's authorized
.capital;

(b) Voluntary contributions;

(c) Eorrowing;

(d) Net earnings derived from its operations.

26. In the initial phase of its operation, the Fund shall have a subscribed
capital equivalent to US 11 billion and the authority to borrow up to
US $2 billion. The Fund may also avail itself of any volun-tary contributions
made to it.

27. Payments to the initial subscription capital shall be completed according
to the schedule contained in the Annex to. this Agreement.

28. 'Provision shall be made for additional resources, as and when required, in
the form. of subscribed capital up to the equivalent of US fl billion and borrowing
according to actual requirements, but not exceeding US C2. billion.

29. The Fund's subscribed capital shall be divided into the following categories:

(a) An amount equivalent to US P..... to be subscribed by each and every
member country of the Fund;

(b) Capital subscribed on the basis of quotas assigned to each country,
according-to criteriaand formulae-to be decided and -agreed-upon.
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30. In respect of payment of subscriptions special measures shall be taken to
accommodate the needs of the least developed among the developing countries.
These may include, inter elia, partial or total exemption f'om payment of assessed
subscriptions or Crom payment of these sv-scriptions in cor ertible currencies.

31. In respect of forms and modalities of payment of assessed capital subscriptions
under paragraph 29(,) above, consideration may be given by the Fund, if so
reQuested, to the particular individual situation of developing countries facing
serious balance-of-payments difficulties.

32. Payments of subscriptions shall be made in convertible currencies, except
for and in so far as special arrangements are bein7 made for least developed and
other developing member countries in conformity with paragraphs 30 and 31 above.

33. The Fund may accept payments to be made by member countries from their
contributions to existing international commodity organizations or arrangements,
in accordance with the established procedures of, and decisions taken by, these
organizations or arrangements. Such payments could be used to count against the
subscriptions shares of the- countries concerned or could constitute a loan or a
voluntary contribution as appropriate.

34. The Fund shall bt authorized to borrow from member countries, international
organizations and the capital market such amounts and at such terms as may be
decided upon by the management in accordance with paragraph 26 above.

35. The Fund shall provide for guarantees to its lenders, for example, in the
form of callable capital or of pledges of its assets.

IV. ORGANIZATION AND 1ANAGENT

36. Strmcture of the Fund

The Fund she' have a Bo'ard of C-verors, en Executive Council (consisting
of Executive Directors), a ainaiin- Dir~oictr 2nd such other staff as may be
necessary for the Fund to carry out its functions.

37. Board of Governors

(a) The Board of. Governors shall be composed of one Governor and one alternate
appointed by each member.

(b) All the powers of the Fund shall be vested in the Board of Governors which

shall be responsible for the policy determination and direction of the Fund.

(c) The Board of Governors may adopt such regdlations and by-laws as may be
appropriate to conduct the business of the Fund, including the election of its

officers from among them; such regulations- and by-laws shall not be inconsistent

with this z-greement.
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(d) The Board of Governors may delegate any of its powers to the Executive Council
with the exception of the power to:

(i)- determine and direct policy of the Fund;

- (ii) adopt amendments to this Agreement;

(iii) approve membership;

(iv) suspend membership:

(v) interpret this Agreement;

(vi) increase or decrease the capital stock;

(vii) terminate the operations of the Fund;

(viii) decide appeals by members on decisions made by the Executive Council
concerning the application of this Agreement.

(e) The Board of Governors shall also decide on any recommendation which the
Executive Council may present with regard to the interpretation of this Agreement
and amendments thereto.

(f) The Board of Governors shall hold an annual session, and such special sessions
as it may decide, or as are called by members having a simple majority of the
total number of votes in the Board of Governors, or as requested by the Executive
Council.

(g) A quorum for any meeting of the Board of Governors shall be constituted
by [2/3rd] of its membership.

38. Votinr in the Board of Governors

(a) The total number of votes in the Board of Governors shall be distributed
among members in accordance with the formula set out in Srhedule .... to this
Agreement.

(b) Except as otherwise specifically provided in this Agreement, decisions of
the Board of Governors shall be taken by a simple majority of the total number
of votes cast.

(c) The alternate Governor may vote only in the absence of the Governor.

39. Executive Council

(a) The Executive Council shall be reoponsible for the operations of the Fund
within the policy framework set by the Board of Governors and shall exercise the

powers delegated to it by the Board of Governors.



TD/IPC/Cs/CONF/L. 4
page 9

(b) The Executive Council shall be composed of [number] Executive Directors,
elected at the annual session of the Board of Governors according to the schedule
provided in Annex ... Each Executive Director may have an alternate.

(c) The composition of the Council should ensure adequate representation of
developing countries, equitable geographical distribution and an appropriate
reflection of all interests.

(d) The executive heads of Councils of the international commodity agreements
associated with the Fund shall participate in an ex-officio capacity and without
the right to vote in the deliberations of the Executive Council.

(e) Members of the Executive Council shall serve for a term of [3 years].

(f) The Executive Council shall meet as often as the business of the Fund shall
require.

(g) A quorum for any meeting of the Executive Council shall be constituted by
(2/3rd] of its membership.

40. Voting in the Executive Council

(a) The system of voting in the Executive Council shall be decided in accordance
with the formula set out in Schedule .... to this .greement.

(b) Except as otherwise specifically provided in this Agreement, decisions of

the Executive Council shall be taken by a simple majority of the total number of

votes cast.

(c) The alternate Executive Director may vote only in the absence of the
Executive Director.

41. ManaginiT Director

(a) The Board of Governors shall appoint the Managing Director by a qualified

majority of the total' number of votes. The Tjanaring Director shall be appointed
for a term of [3 years] and shall be eligible for re-appointment for only one

further term. The appointment of the 3anaging Director may be tervinated by the
Board of Governors by a qualified majority of the total number of votes.

(b) The Managing Director shall be the chief executive of.the Fund.

(c) The Managing Director shall appoint the staff of the Fund, pursuant to staff

regulations approved by the Executive Council. In appointing staff, he shall,

subject to the necessity of securing the highest standard of efficiency, pay due

regard to the principle of equitable geographical distribution at all levels.

(d) The Managing Director shall serve ex-officio as Chairman of the Executive

Council and shall conduct the ordinary business of the Fund under the direction

of the Executive Council and without the right to vote.

(e) The Managing Director shall be the legal representative of the Fund.
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V. IEEBERSHIP

42. Elipibility. Hembership in the Fund shall be open to 'Itates members of the
United Nations or its specialized agencies, or of the IAEA.

43. Members shall be those States which having signed this Agreement to establish
the Fund, deposit instruments of ratification, acceptance or approval, and those
States which accede to this Agreement after it has entered into force and after
approval of their membership by the Board of Governors of the Fund.

44. Liability. The liability of the members of the Fund shall .be limited to
their obligations under Articles . .

VI. WITHDRAWAL

45. A member may withdraw from the Fund at any time by transmitting a notice
in writing to the Fund, and subject to the lapse of a one-year period.

VII. SUSPENSION OF IMMERSHIP

46. (a) If a member fails to fulfil its finandial obligations or any of its
fundamental obligations to the Fund, the B6ard of Governors may, by a qualified
majority of the total number of votes, suspend its membership. The member shall
automatically cease to be a member one year after the date of its suspension,
unless the Board decides otherwise.

(b) hile under suspension, such a member shall not be entitled to exercise
any rights under this Agreement except the right of withdrawal, but shall remain
subject to all of its obligations.

VIII. SETTLENENT OF ACCOUNTS WITH STATES CEASING TO BE 1EMBERS

47. (a) If a State ceases to be a member, it shall remair. liable for its
outstanding financial obligations to the Fund wheth r as member borrower or
otherwise.

(b) At the time a State ceases to be a member, the Fund would arrange for the
repurchase of its shares at their book value providcd any amount due to the State
from such repurchase may be applied by the Fund to u-y liability outstanding to it
from that State.

IX. STATUS, PRIVILEGES AlD IX tflITIES

48. Legal status of the Fund. The Fund shall possess full juridical personality,
and, in particular, the capacity

(i) to conclude contracts;

(ii) to acquire and dispose of immovable and mcvable property; and

(iii) to institute legal proceedings.
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49. Privilees and imuhrties

(a) The Managing Director, cn behalf of the Pund, shall be authorized to reach
agreement with the cvernmnent of the host country on the r6gime of privileges and
immunities to be accorded to the Fuand, subject to the approval of the Board of
Governors and tak-ing into account the points set out in sub-paraTraph (b) below.

(b) The Fund, its property and assets, wherever located and by whomsoever held in
Member countries, shall be governed with respect to privileges and immunities by the
following principles:

(i) Immunity from every form of judicial process except to the extent that
the Fund expressly waives its ii=unity for the purpose of any proceedings
or by the terms of any contract;

(ii) Property and assets of the Fund, wherever located and by whomsoever held,
shall be immune from search, roquisition, exproriation or any form of
seizure by executive or legislative action;

(iii) The archives of the Fnnd shall be inviolable;

(iv) To the exteant necessary to carry out the operations provided for in this
Agreement, all property and assets of the Fund shall be free from
restrictions, regulations, controls and mcratoria of any nature;

(v) The official communications of the Fund shall be accorded by members the
same treatment as the official communications of other meobers;

(vi) (a) The Fund, its assets, propcrty, income and itz operations authorized
by this Agreement shall be imnanrae from all taxation and duties. The
Fund shall also be imune.from liability for the collection or payment of
any tax or duty;

(b) No taxation of any kind shall he levied on any obligation or
security issued by the Fund, including any dividend or interest thereon,
by whomsoever held,

(1) which dLis cir-inates against such cbli ;ations or security
solely because of its origin; or

(2) if the sole jurisdictional basis for such taxation is the
place or currency in which it is issued, LiDade payable or paid,
or the location of any office or place cf businesz maintained
by the Fund;

(vii) All Governors, Executive Directors, officers and employees of the Fund
shall be immune fro legal process with respect to acts performed by
them in their official cazacity except when the Dund waives this immunity;

(viii) Each member shall take such action as is necessary in its own territory
for the purpose cf :.nking effective in torms cf its own law the principles
set forth in this ,rticle and shall inform the Fund of the detailed action
which it has taken.
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X. AMTiITDNEFS

50. Any proposal to amend this Agreement made by a fmbe r r by ~the Executive
Council shall be coruni cated to the Managg Director w'ho shall notify all Members.
The Managing Director shall refer proposals to aend this Agreement made by a 'Member
to the Executive Council, which shall submit its recommendations thereon to the

Boa 'd of Governors.

51. Amendments shall be adopted by the Board of Governors by a four-fifths
majority of the total nunber of votes, except that any amendricnt modifying;

(i) the right to withdraw from the Fund;

(ii) the voting majority requirements provided for in this A6Teement;

(iii) the procedure for amending this Agreemcnt;

shall be adopted unaniimously. Amendments shall enter into force three months
after their adoption.

52. The Managing Dfirector shall immediately notify all Tiembers and the Depositary
of any anendments that are adcpted and of the date of entry into force of any such
amendcents.

XI. TERThATION OF OPERATIONS AND DISTPIBUTION OF ASSETS

53. The Fund's operations could be terminated by the Board of Governors by a
specified majority of the total nunber of votes; the Fund would thern cease all of
its activities, except those incidental to the orderly realization and ccnservation
)f its assots and the settlement of its obligations. Until final settlement of

.ts obligations and the distributicn of assets, tho Fuind would remain in existence
and all rights an- obligations of the Fun' and its me:bers under this Agreeer.nt
would continue un.LIMpaired, except that no member could be siuspcnded or couild
withdraw.

54. All creditors of the P-Lund hc1din5 direct claims would be paid out of the assets
of the Fund before the distribution of assets is made to members on the basis of
their subscriptions, and in the ratio of each suscription to the capital stock of
the Fund.
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Basis for the sch--mue of -oay'ents

Payments to the initial subscription capital of tl billion shall be made by
each member country according to the following schedule:

1. A minimum equal amount equivalent to [$200,000J to be subscribed by each and
every r_ber of the Fund and paid-in upon entry into force of the agreement
establishing the Common Fund. This catgcry of contributions Iould reflect the
equal commitment to, and participation in, the Fund of all countries.

2. An amount to be subscribed cn the basis of quctas assigned to each country
accordings to the formaula used by the United Nations Comittee on Contributions but
with certain modifications to be further grceed upon, taking into account the
interests of developoing countries. This category of contributions shall be paid-in

- upon entry into force of the agroement establishing the Common !-and.

3. An amount to be subscribed o.4 the basis of ouotas assigned to each country
according to its ohare, either as e-cpcrter cr importor, in international trade in
comodities, excluding petrcleu.;, as those shall be subsequently defined. This
amount shall be paid-in according to a formula to be f rtthcr agreed uorn, taking
into account the charactcr of the Ccmmon Fund as a central source of firance.

4. This does not in any way reclude the acceptance by the Fund of any voluntary
contribution member countries may wish to make to it above and beycnd their assessed
contributions under paragraphs 1-3 above.

5. The schedule of payeints for any: additional subscribed caital, as an wher
required, up to the equivalent of US$1l billion, shall be worked out by tha Fund
managemernt in due time.
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NEGOTIATION OF A COIMMON FUTD PURSUANT TO CONFERENCE RESOLUTION 93 (Iv)
ON THE INTEGRATED PROGRAME FOR COMIM1ODITIES

Elements for the basis of a Common Fund

Proposal submitted by countries members of Group B

INTRODUCTION

1. Negotiations -on a common fund have resumed in the light of the agreement reached
at the Conference on International Economic Co-operation that:

"A Common Fund should be established as a new entity to serve as a key instrunent
in attaining the agreed objectives of the Integrated Programme for Commodities
as embodied in UNCTAD Resolution 93 (IV)" and that "the. specific purposes and
objectives of a Common Fund, as well as its other constituent elements, will
continue to be negotiated in UNCTAD."

2. The purpose of -he resumed negotiations should be to give practical effect to this
commitment, by achieving consensus on the elements of a Common Fund which will be.
economically and financially viable, effective and acceptable to a wide range of-'
developed and developing countries.

3. This paper should be read in conjunction with the paper (TD/IPC/CF/CONF/L.3)
submitted by Group B at the first session of the conference in March.-

* Reproduced in TD/IPC/CF/CONF/8, annex II.

GE. 77-71087
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OBJECTIVES AITD PURPOSES.

4. A Common Fund would function as a key instrument in attaining the agreed

objectives of the Integrated Programme, by serving the following objectives and

purposes:

(a) to facilitate the financing of buffer stocks operated by international
commodity agreements (ICAs) negotiated by producers and consumers by:

(i) reducing the total financial resources which countries members of
ICAs themselves have to mobilize; and

(ii) minimizing the overall costs of raising the financial resources
required for buffer stocking; and thereby

(b) to facilitate the setting up of international -cormodity arrangements,
partidularly those covering commodities of special interest to
developing countries.

5. The ICAs will establish the price ranges required to achieve their objectives

and will set upper limits on the size of buffer stocks on which will depend their
maximum financial requirements (MiR). The ICAs should have primary responsibility
for the necessary financing. They should be exclusively responsiblo for operations
in commodity markets.

MODES OF OPERATION

A. General Provisions

6. The Fund should be based on a pattern of mutual assistance between ICAs. Its
modes of operation and its financial structure should be designed to achieve the
objectives specified above.

7. The Fund should function as a financially viable institution.

8. The Fund should not attempt to interfere in the policy and operational
decisions of the commodity organizations..

B. International Buffer Stocks

9. The Pund should extend credits to international -commodity aGreements in

support of buffer stocking operations.

(i) Deposits. Each ICA associated with the Fund should accept an obligation
to deposit in cash with the Fund a significant percentage of its iFR
(i.e. of the financial resources necessary to create the stock provided
for in the agreement in question), when such finance was not needed for
stock purchases.

11
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The normal requirement should be for ICAs- to deposit 75 -pcr cent of
the IFR.

The ICAs denposits should earn an interest rate close -to market rates.

(ii) Drawing Rimhts. In return for ths deposit obligation, ICAs should
have a guaranteed drawing ri ht cn the Ccomon Pund, over and above the
withdrawal of the sums deposited. This should be set at a level
related to the level of the deposit.

The normal level of credit should be 25-bert cent- of the-1FR. ~-

Credits drawn by ICAs should be available only for stock purchases in
accordance with the terms of the agreements concerned: and should be
adequately secured.

The IOjs should pay on credit drawings an interest rate close to market
rates.

C. Sources of FinF:ace

10. Offsetting movements in the prices of coimodities covcred by ICAs associated
with the Puhnd - by balancing the financial operation connected with the formation
and liquidation of stocks - will enable the hu;1 to use deposits from ICAs in
financial surplus to finance credits to ICAs nahing stock purchases.

11. In addition, if drawings on the Fund were to exceed the total financial
resources deposited with it by the ICAs, the Fund should be able to call on financial
resources over and above cash deposits from the ICAs. These rescurces shculd be
subject to a ceiling related to the ICAs total drawing rights.

12. The Fund sho'.ld obtain such financial resources by borrowing on the market.
Its borrowing should be secured against:

(i) warrants on comodity stocks held by the ICAs. (The use of such warrants
as security for the Fund's borcwirg should in no way prejudice the
autonoiy of the ICAs in managing their buffer stocks).

(ii) Governrent guarantees or callable capital. Such guarantes or callable
capital should be given to the Fund through the ICAs by their hember
governments. It is recognized that these arran-e-ments have implicatiens
for the responsibilities of producers and consuners in providirg, within
the frame...York of the ICAs, for their necessary financial arrangements.

(iii) It would be for the existing international financial institutions, such
as the World Bank, to consider whether they would be able
and would wish to undertake a role in support of the Fund's borrowing.

D. Internaticnally Cc-ordinated Ltional Stocks

13. It will be for consideration whether the Fund might have a role in respect of
ICAs which provide for internationally cc-ordinated nationally held stocks.
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E. Measures other than 'Stockin7

14. Measurcs other than buffer stocking have an important role in terms both of
commodity policy and of the development process: and are especially relevant to
the poorest countries and to corr, odities in a persistently wek mar:et situation.
Group B will be prepared to examine further with other Groups whether there are
deficiencies in existing international arrangements for the support -of "other
measures"f, and what improvements, if any, might be needed in these arrangements
including any possible role for the Comdnn Fund.

1EIMERSHIIP ORGANIUZATIOJ 1 T42AG'E2T

15. Final decisions on such issues as Fund membership, decision-mlhing procedures
and voting rights will only be possible when the Fund's financial structure has
been further clarified in negotiation.

16. The allocation of votos and the decision-making procedure should ensure a
satisfactory balance between the various financial and economic interests involved,
and should adequately safoauard the interests both of commodity producers and
consuners whether developing or developed.

17. Fund management mijh)t be undertaken by:

(i) a small professional secretariat;

(ii) an executive board, to which oversight of the Secretariat and management
responsibility would be deleGated and which would be elected by:

(iii) the Fund's plenary forum, on which all mer.bers of the Fund would have
appropriate representation.

18. Relations between the Fund and the ICAs and the Fund's borrowing operations,
should be defined in precise statutory rules which should be applied automatically.
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10-12 March 1978

NEGOTIATIONS ON INTERNATIONAL
MONETARY REFORM

A. Introduction

1. International monetary relations have undergone profound changes during

the last decade. Many of these changes occurred in the period 1971-73

although tensions in the operation of the Bretton Woods System had begun to

be felt in the early 1960s when intense discussion took place about its

problems. An early warning came in 1960 from Professor Robert Triffin

in his book Gold and the Dollar Crisis, which opened a lively debate preceding

the official negotiations leading up to the creation of the Special Drawing

Rights (SDRs) as a new reserve asset.

2. The need for more fundamental reform was faced after the Smithsonian

Agreement of December 1971 had temporarily patched up the par value system.

An agreement for remedial action was reached in the summer of 1972. It

should be pointed out, however, that official recognition of the problems

of international monetary reform came about through the breakdown of the

Bretton Woods System and not as a result of deliberate decision. Forced

by circumstances, monetary authorities had to abandon parities when it

became impossible for them to maintain support of their exchange rates.

The authorities were forced to suspend or abandon their intervention, and

floating exchange rates were the result. Thus, fundamental change in the

international monetary system has come about essentially through breakdown

rather than through reform.

3. Since then, major new developments have taken place in the world economy:

the further weakening of the U.S. dollar, the strain on international

liquidity arising from extraordinary disequilibria in current accounts and

growing debt servicing liabilities, with the oil-producing countries emerging

as major world financial powers, and the claim of developing countries for an

appropriate share in the management of the international monetary and

financial system.

B. International Monetary Developments

4. The breakdown of the international monetary system commenced in May 1971

when Germany and the Netherlands found it necessary, owing to the pressure of

an enormous inflow of U.S. dollars, to give up defence of their par values and
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let the exchange rates for their currencies float upwards. Canada had

commenced to float on 30 May 1970. On 1 August 1971 the United States

announced that it was no longer prepared to buy and sell gold freely,
that is, without limit,to foreign monetary authorities. After four months
of unsatisfactory arrangements following the U.S. suspension of convertibility,
the Smithsonian Agreement of December 1971 realigned the rates for the ten
major currencies, that is, those of Belgium, Canada, France, Germany, Italy,
Japan, the Netherlands, Sweden, the United Kingdom and the United States.
New fixed rates were introduced, except for the Canadian dollar.

5. The rates of the Smithsonian Agreement were short-lived, however. In
June 1972 the United Kingdom decided it could not maintain the exchange rates
for sterling within announced margins. As a consequence, not only did
sterling begin to float but so did the currencies of 16 other countries that
were pegged to sterling. In January and February 1973 most of the remaining
fixed exchange rates among the major currencies became unstuck. Floating
rates were introduced successively for the Italian lira, the Swiss franc,
the Japanese yen and the currencies of a number of primary producing countries.
Grouped around the D-mark, some European Economic Community countries joined
by Sweden, formed the "snake" in order to link their monies most closely
internally. The U.S. proposed a 10 per cent reduction in the par value of
the dollar and the dollar had its second devaluation in 14 months. Almost
all the developing countries decided to link their currencies to one of the
main currencies, dollar, pound sterling or the French franc which, in effect,
means that the rates for their currencies move with the rates for these main
currencies.

6. Another development is the disappearance of gold in monetary transactions.
In March 1968, central banks relegated private transactions into a separate
market where prices could be freely determined. The official gold price
was later raised, from $35 to $38 per ounce and then to $42.22, reflecting
the U.S. dollar devaluations, but the speculative demand for gold forced
prices in open markets to levels three or four times the official price.
With such a difference between the official and unofficial price of gold,
all the official transactions came to an end. However, on 30 August 1975,
the Finance Ministers of the United States, France, the Federal Republic of
Germany, the United Kingdom and Japan agreed to abolish the official price
of gold, and to permit monetary authorities to engage in gold transactions
at any price they saw fit. All obligations to use gold in transactions
with the International Monetary Fund (IM7) were abolished, and the IYF was

to sell one-third of its gold holdings. Moreover, the Group of Ten- agreed

to certain arrangements outside the IMF Articles, the essential elements of

which were that the price of gold should not be pegged, and that the total
share of gold now in the hands of the IMF and the monetary authorities of

the Group of Ten should not be increased.

7. Thus, by mid-1975, with the continuing depreciation of the U.S. dollar
and the unpegging of the price of gold, the post-war gold-dollar exchange

standard, established at Bretton Woods in 1944, was essentially terminated.

1/ The Group of 10 consists of the following developed countries: Belgium,
Canada, France, Federal Republic of Germany, Italy, Japan, Netherlands,
Sweden, United Kingdom and the United States.
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C. The Requirements of International Monetary Systems

8. The difficulty of achieving international monetary reform is that,
although governments have common interests in promoting orderly monetary

relations facilitating world trade and capital movements, autonomous

monetary policy is also often seen to be at the heart of economic sovereignty.

The changes in international monetary relations already referred to have

been accompanied by a shift in official thinking away from ambitions to

establish a supranational system designed to d-iscipline national policies,

and towards the view that a system of rules and practices that constitute

the international monetary order must be able to accommodate monetary

sovereignty.

9. The two central issues of the system around which controversy has

revolved concern the adjustment process by which governments may meet

balance-of-payments disequilibra, and notably the use of domestic demand

management, exchange rate adjustments, exchange and trade restrictions,

and the use of equilibrating capital movements; and the provision of

international reserve assets and the control of international liquidity.

These two issues are elaborated briefly below:

(a) Any adjustment process will impinge on other countries, but

it has been assumed by advocates of flexible exchange rates

that they would confer greater national autonomy. Experience

of recent years suggests that they may insulate a country from

disturbances emanating only from goods markets, e.g. through

differential rates of inflation, but that when disturbances

arise in financial markets or policies, flexible rates may

be destabilizing. Also, whether under a flexible or a

fixed-rate regime, a major difficulty is to achieve consistency

between different governments' views of the appropriate rate.

Until August 1971, consistency in the Bretton Woods system was

assured by the passivity of the United States which essentially

left it to other governments to set their rates against the

dollar;

(b) Under the gold-dollar standard, the volume of international

reserve assets was determined by the vagaries of gold production

and U.S.S.R. gold sales, and by the resort of many countries to

the use of interest-bearing dollar balances as reserves. Reserve

creation was essentially unrelated to the need of international

liquidity; it created a capital inflow to the richest country

in the world, and it gave rise to inevitable instability as the

short-term claims on the U.S. accumulated. This problem

brought the collapse of the gold-sterling standard in 1931 and

it was the essential cause of the end of the gold-dollar standard

in 1971. The creation of the Special Drawing Right in 1968
was meant to lead to a reformed Bretton Woods in which the SDR

would gradually replace other assets, but the disturbances of

recent years have so far not made it possible to move very far

in this direction.
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D. The International Monetary System and the Developing Countries

10. International monetary reform discussions have largely been shaped by
the conflicts and compromises of the major financial nations - developed
countries who are members of the Group of Ten.

11. Developing countries, however, have, with varying intensity, sought
to assert their interest in the following features of the system and of
the operations of the International Monetary Fund:

(a) They have a strong interest in the volume of credit facilities
available to them in trying to ride out a recession and other
disequilibria; only some of them have the possibility to rely
on private short-term capital flows, and such credit is often
held to require some official backstop.

(b) Already before the SDR had been created, suggestions were made
that the creation of such money should be used for development
finance, and the proposal that SDRs should be allocated to those
who need them most and not to those who need them least will

remain on the international agenda.

(c) Fluctuations in export earnings of developing countries were
recognized as a major issue already when the IMF in 1963
introduced a compensatory financing facility. It was liberal-
ized in 1966 and again in late 1975. Following the recommend-
ation of the Conference on International Economic Co-operation

(CIEC) in 1977, a study on the stabilization of export earnings
is currently underway under the auspices of the International
Bank for Reconstruction and Development (IBRD)/IMF Development
Committee. However, no significant action has been taken on
export prices. A buffer stock financing facility was created

in 1969, but it was made a part of the compensatory facility
of the IMF, and its scope was very limited.

(d) Although in practice developing countries have pursued a variety
of exchange rate policies, many favour fixed over floating rates
for a variety of reasons, many of them related to the deterring
effects of uncertainty arising from exchange instability.

(e) Most of the IMF balance of payments assistance to deficit

countries is conditional on its approval of their exchange
rate, monetary and fiscal policies. Moreover, such approval
is usually required also to obtain credit from private sources.

Developing countries claim that IMF policy demands on developing

countries are excessively stringent and result in unnecessary

hardships and loss of development momentum.

(f) Finally, developing countries, as well as some developed countries,

seek a greater share of responsibility and control in the decision-

making and management of the international financial institutions,

including the IMF.
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E. The Jamaica Agreement

12. The Committee of 20 was set up at the time of the Fund's September 1972

Annual Meeting to report on Reform of the International Monetary System and

Related Issues 1/. When the Committee began its work, it undertook to

incorporate the major principles of a reformed international monetary

system in the form of an outline. It was recognised that additional,
precise language would be required for the purpose of revising the Fund's

Articles of Agreements. It was initially hoped that the Committee of 20

would have developed a complete outline of the reform, together with recommend-

ations for amendments to the Articles of Agreement by the time of the Annual

Meeting in Nairobi, Kenya, in September 1973. This timing was disrupted by

the exchange crisis during February and March 1973. Subsequently the work

was complicated by the impact of accelerating world-wide inflation and the

eruption of the energy crisis. This forced the Committee to revise its

timetable once more. Recognizing that a return to fixed par values would

be indefinitely delayed, the members decided to adopt a more evolutionary

process of reform and to concentrate their work on those aspects that were

most relevant to the situation immediately facing the world. At the

January 1974 Rome meeting, the Committee discussed the emergency created
by the oil price rise and the proposal for an oil facility. It also discussed
the valuation and yield of the SDRsand agreed that it would be appropriate

to base the valuation on a basket of currencies. In addition, it agreed
on the establishment in the reformed system of a Council of Governors. In

accordance with these recommendations, the IMF Board of Directors in the

period January to June 1974 produced agreed recommendations to the Governors

on the oil facility, the valuation of SDRs'guidelines for floating and a

draft resolution creating the Interim Committee pending the establishment of

the Council of Governors.

13. The Committee of 20 met for its final meeting in June 1974 and presented

its work on the reformed system in a version of the Outline which left some

issues open for later decision. These were, among others, a scheme of

reserve indicators, possible graduated pressures to be applied to countries

in cases of large and persistent imbalances, exchange market interventions,
operational provisions for floating in particular situations, and control

over aggregate volume of official currency holdings.

14. The developing countries were represented by 9 members on the Committee

of 20. They, in turn, were guided by the views of the Group of 24 representing

developing countries 2/. The Group of 24 emphasized that a reform package

1/ The Committee of 20 consisted of the following countries: Argentina,
Australia, Belgium, Brazil, Canada, Ethiopia*, France, Federal Republic of
Germany, India, Indonesia, Iraq, Italy, Japan, Morocco, Netherlands, Sweden,

United Kingdom, United States, Venezuela* and Zaire*. The countries bearing

an asterisk were replaced in some meetings by Nigeria, Mexico, the Central

African Empire and Ivory Coast respectively.

2/ The Group of 24 consisted of the following countries: Africa - Algeria, Egypt.
- Ethiopia, Gabon, Ghana, Ivory Coast, Nigeria and Zaire; Aisa - India, Iran,

Lebanon, Pakistan, Philippines, Sri Lanka, Syria and Yugoslavia; Latin Americ

Argentina, Brazil, Colombia, Guatemala, Mexico, Peru, Trinidad and Tobago and

Venezuela.
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should stress four elements: the link between development finance and

SDR allocation; an extended Fund facility under which developing countries

could receive longer term finance, a revision of quotas and voting power,
and the proposed Joint Committee of the Fund and the World Bank on the

Transfer of Real Resources, (later set up as the Development Committee).

15. In June 1974, the Committee of 20 asked the Executive Board of the

IMF to prepare draft Amendments of the Articles of Agreement. Some of

its recommendations resulted in agreement at a meeting of the Interim

Committee in January 1976 in Jamaica, mainly on exchange rates and gold.
The Interim Committee's agreement on exchange rates provides for the
legalisation of a variety of exchange rate practices including floating.
It also provides for "firm surveillance" over the exchange rate policies
of its members and adopts specific principles for the guidance of all its
members. Eventual re-introduction of a par system is allowed for but it
requires an affirmative vote of 85 per cent which effectively gives a veto
power to the U.S. and to combinations of like-minded countries.

16. The Interim Committee also agreed to an increase in IMF quotas by

32.5 per cent in all. This increase is substantially less than that of
world trade since the last revision of quotas in 1972. World trade rose
by about 180 per cent between 1970 and 1975. The shares of the oil-exporting
developing countries will double, but those of other developing countries are
being roughly maintained at a little over one-fifth of the total.

17. The Interim Committee did not agree to establish a link between the
SDR allocations and development finance. This issue will come up again.

18. Opinions differ on the importance of the Jamaica Agreement. It is
clear that for the most part negotiators in the Interim Committee, as in
the Group of 20 before it, were deadlocked by serious conflicts and frozen
positions and chose to suppress most issues rather than to resolve them.
International monetary rules were brought into somewhat greater consistency

with current practice, and like many other seemingly fruitless negotiations
brought a greater understanding of the conflict. The IMF was recognized
as the focal point of international monetary negotiations.

F. Open Issues

19. The principal long-term issue will concern exchange rates. In the
views of some, fixed par values cannot be attained within decades, but much
ingenuity is being spent on the formulation of rules for managed floating.

The chief purpose of rules in this field as in many others, would be to
defuse the controversies and remove the question of exchange rates from the

level of high politics.

20. Immediate concern, however, fastens on the appropriate size of organized

international liquidity. In the present organization of international

finance, this is essentially the issue of the future size of the IMF. This
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in turn is primarily determined by the size of country quotas 1/. Decisions

on the Seventh Quota Review are now before governments and are overdue.

Looming ahead is the Eighth Quota Review. The developing countries have
a major stake in it.

l/ Quota determines the size of contribution to the Fund; all borrowings

depend on the size of the quota; and it also determines the voting

power of member countries.
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ACCESS TO MARKETS AND MULTILATERAL
TRADE NEGOTIATIONS

A. Market Access

1. Although earlier efforts at trade liberalization, such as the
Kennedy Round of tariff negotiations, resulted in a significant reduction

of tariff barriers in general and provided a strong impetus to the expan-

sion of trade, they made less progress in dismantling the protective system

that has impeded the access of products of particular interest to the developing

countries.

2. Although tariffs on manufactures in industrial countries are on the

average only about 8% of the value of imports, the products of interest to
developing countries tend to face either zero tariffs - as a result of different

preference schemes - or else quite high ones. The highest are, as a rule,
imposed on such labour-intensive goods as clothing, textiles, shoes, etc.

Tariffs tend to be higher at higher stages of processing, and the so-called

effective rates of protection fall particularly heavily on those who are

trying to export processed goods. Effective rates of protection for many

products reach 50% and more.

3. Of the non-tariff barriers to manufactures, the most serious ones are

quantitative restrictions (QRs) which now apply to more than 20% of non-oil

imports from developing countries. Non-tariff barriers have increased in

relative importance as tariffs have been cut.

B. Generalised System of Preferences

4. A generalised system of preferences (GSP) was proposed at the first

session of UNCTAD in 1964 and was accepted in principle in the second session

in 1968. The generalised system of preferences, consisting of voluntary,
non-binding offers made by developed countries outside of any contractual

partnerships with the beneficiaries, has resulted in the lowering or removal

of tariff barriers to exports from developing countries. Schemes of

generalised preferences have been introduced~by virtually all the developed

countries.
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5. The beneficial effect of the GSP has been limited for two reasons:

(a) the limited coverage of the scheme which still does not, as

a rule, embrace processed agricultural products; and

(b) the system of quotas and ceilings whose incidence tends to

fall particularly heavily on those products for which the

developing countries have a sizeable productive capacity and

low production costs.

6. It is estimated that preferences -- including not only the GSP but

also the Lome and the Mediterranean agreements of the EEC -- have given

rise to additional export earnings for developing countries of $2-4 billion

a year.

7. The main constraint to liberalization is the impact on domestic industry

in the developed countries. That is why the main liberalization under the

GSP has been in areas where the impact on domestic industry was minimal or

where the developing countries' capacity to export was not as great as to

create problems for domestic industry. When the latter happens, the con-
cessions granted under the GSP are curtailed. Unless steps are taken to

meet the problem of competition from imports facing domestic producers in

the developed countries, major progress in the way of market access for the

manufactured goods of developing countries will be difficult.

C. Adjustment Assistance

8. Unless industrial structures of the developed countries themselves evolve

in a complementary fashion, so as to accommodate a greater volume and variety

of manufactured imports from developing countries, there will probably be a

continuation of the prevailing barriers to access. This raises the question

of industrial adjustment and structural change within the developed countries.

By now, there is some experience with the official programmes of adjustment

undertaken by developed countries. Progress has been slow, but there have

been innovative approaches in some cases.

D.- Multilateral Trade Negotiations

9. The need for a new round of negotiations was felt even before the

Kennedy Round was concluded in 1967 and preparations for a new Round started

almost immediately thereafter. In 1971-72 economic events of an urgent

nature led to express manifestations by the major trading nations, notably

the USA, EEC and Japan, of a desire to get started and the current multi-

lateral negotiations officially opened at Tokyo in September 1973. The

negotiations, though officially initiated in 1973, did not really begin

until the governments concerned possessed the necessary legal authority to

participate - which in practical terms meant that the U.S. Government had

to be authorised by Congress to take action to reduce trade barriers affecting

imports. The U.S. Trade Act of 1974 came into force in early January 1975
and the activation of various negotiating groups followed shortly thereafter.
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Since then the negotiations have been going on. The major participating

powers have repeatedly declared their intention to conclude the negotiations

at an early date such as the end of 1976 and then the end of 1977. However,
the negotiations gained momentum after the May 1977 London Conference of

Western Heads of States. The negotiations have now entered a new phase,
especially after the meeting of 23 January 1978 during which a list of offers
had been tabled.

D.l Objectives of MTN

10. The objectives of the multilateral trade negotiations are contained in

the Tokyo Declaration of the Ministerial Meeting of GATT in September 1973.
The objectives of the current round of negotiations, amongst others, are to:

(a) conduct negotiations on tariffs by employment of appropriate
formulae of as general application as possible;

(b) reduce or eliminate non-tariff measures or, where this is not
appropriate, to reduce or eliminate their trade restricting or
distorting effects, and to bring such measures under more effective

international discipline;

(c) include an examination of the possibilities for the co-ordinated
reduction or elimination of all barriers to trade in selected
sectors as a complementary technique;

(d) include an examination of the adequacy of the multilateral
safeguard system;

(e) include, as regards agriculture, an approach to negotiations

which, while in line with the general objectives of the negotiations,
should take account of the special characteristics and problems in

this sector;

(f) treat tropical products which originate mostly in developing

countries, as a special priority sector.

D.2. Attitude towards Develping Countries

11. According to the Tokyo Declaration, the position of developing countries
will receive particular attention. Additional trade benefits will be sought
for them so as to achieve, among other aims, a substantial increase in their
foreign exchange earnings and diversification of their exports. These
benefits are to be obtained essentially through a substantial improvement in

the conditions of access for products of export interest to those countries

and wherever appropriate, through measures designed to attain stable, equitable

and remunerative prices of primary products. The Tokyo Declaration also

recognises the importance of the application of differential measures to

developing countries in ways which will provide special and more favourable

treatment for them in areas of negotiation where this is feasible and appropriate.

The particular situation and problems of the least developed among the develop-

ing countries are to be given special attention and these countries are to

receive special treatment in the context of any general or specific measures
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taken in favour of developing countries. In addition, in the Tokyo
Declaration, developed countries do not expect reciprocity for commitments
made by them to reduce or remove tariff and other barriers to the trade of
developing countries, that is, the developed countries do not expect the
developing countries to make contributions which are inconsistent with their
individual development, financial and trade needs. The Declaration also
recognises the importance of maintaining and improving the Generalised System
of Preferences.

12. The most important issue at the present time is whether it will be
possible to stop the proliferation of new quantitative restrictions by
acceptable safeguard rules.

D.3. Cause of Impasse

13. The negotiations have advanced slowly. The reasons were:

(a) the period since the Tokyo Declaration coincided with one of
the severest recessions in recent history. What has made things

worse this time is that concern with the dangers of inflation,
resulting from recent experience, has inhibited many governments
from taking measures to stimulate recovery. The high rates
of unemployment in many industrial countries have also prevented
governments from taking bold measures to liberalize trade;

(b) tariff positions continue to be different and the obdurate

problem of agricultural trade will continue to remain an obstacle.
However, the developed countries have commenced negotiations in
the search for multilateral solutions which would reduce the
excessive fluctuation of three important markets, i.e. cereals,

dairy products and meat products.

D.4 Current Status : Developed
Countries' Position

14. According to the agreement arrived at between the USA, EEC and Japan,
an announcement was made on 23 January 1978 stating that these main trading
partners had tabled their offers, including the one on tariffs. Other
countries, including Australia, Canadalnd the Scandinavian countries, also
announced the tabling of their offers.- The three main trading partners
announced their determination to go ahead full-steam with the negotiations
with a view to concluding them by the summer of 1978. It was also announced
that the results of the negotiations will be implemented beginning
1 January 1980 over a period of eight years.

1/ The list of offers is confidential at the time of writing this

report. The Secretariat is trying to obtain as much detail as is con-

sistent with their confidentiality.
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D-5 Current Status : Developing Countries' Position

15. The developing countries' involvement in the MTN is very uneven, as
some of them are not much affected, and the principle of non-reciprocity makes
it difficult for them to participate fully. As a group, however, the
developing countries take the position that the procedures employed by the
three main trading partners are unsatisfactory, especially as their offer
of 23 January was made informally and the Trade Negotiating Committee and
its groups had hardly met during the last six months, with the developing
countries not being involved in the negotiations except in a peripheral
manner. The developing countries emphasise the need to preserve the multi-
lateral character of the negotiations and to give adequate opportunities to
them to participate in the negotiations at all stages. On substantive
matters, the developing countries have consistently argued that there is a
need for institutional changes which would make it possible for them to
apply freely trade measures adapted to their long-term developmental needs.

16. The developing countries have not yet made an offer in the MTN but
stated that they are prepared to make contributions at a later stage of the

negotiations when they know what, if any, additional benefits would accrue
to them in the offers tabled by the developed countries.

E. Economic Co-operation amongst Developing Countries

15. An enormous potential market for the exports of developing countries
are the developing countries themselves. The experience with their mutual
trade has been mixed and many of them maintain very high trade barriers.
The possibilities for their economic co-operation, however, have never been
as great as they are now. As a result of successful industrialization
during the last quarter century, a number of developing countries are now
producing a wide range of capital goods and intermediate products. Judging
by their recent success in penetrating international markets, these new
centres of industrial activity are competitive and efficient. This offers
an opportunity for large-scale intra-trade not only amongst those more advanced
developing countries themselves but also between them and those industrially
less advanced. The latter would obtain a larger market for their primary
products both within and outside the developing world. The Secretariat
intends to explore rapidly the realistic possibilities of expanding economic
co-operation amongst developing countries and examine measures which might be
undertaken by the developing countries themselves and by international agencies
to stimulate such a co-operation. One of its effects would be to lead to
increased employment all round, both in the developing and the developed
countries rather than to cut-throat competition for markets and jobs, which
now threatens.



The Independent Commission on Secretariat Paper 1

International Development Issues Supplement 5

Second Meeting 10 February 1978
10-12 March 1978

NEGOTIATIONS ON TRANSFER OF TECHNOLOGY

A. Introduction

1. Technology transfers take place through normal commercial channels.

On this basis, the "late-comers" were expected to obtain the technical

requirements for their growth from this heritage of mankind. Inter-

national concern that the "late, late-comers" were not deriving com-
mensurate benefits from the existing system of technology transfer was

voiced in the early 1960s. Indeed, the United Nations General Assembly

Resolution 1713 (XVI) of 1961 called for a report containing a survey of
patent legislation and the effects of such legislation on the economies of

the developing countries. The report of the Secretary General in response

to this request formed the background to UNCTAD I's discussion on this

matter.

2. The United Nations Conference of Trade and Development in 1964

(UNCTAD I) adopted a recommendation (Annex A.IV.26) to the Final Act which

urged both the developed and the developing countries together with com-

petent international bodies, to take appropriate steps to facilitate the

flow of patented and unpatented technology by license, know-how agreements,
creation of facilities for information on technical documentation, know-

how and other means. This recommendation was endorsed by General Assembly

Resolution 2091 (XX) of 20 December 1965. There followed a number of

technical works by the UN Department of Economic and Social Affairs and

the UN Institute for Training and Research - work which was periodically

reviewed by the UN Advisory Committee on the Application of Science and

Technology to Development. However, over time it was felt necessary to

establish within UNCTAD a division that would deal exclusively with these

issues. This was done after UNCTAD II, at the recommendation of the

Trade and Development Board.

3. The technical work undertaken had shown that there were significant

gaps in the mechanisms for technological transfer. First was the fact

that the market for technology is imperfect since one of the basic elements

for the effective functioning of a competitive market - knowledge of the

buyer and the seller about what they are buying and selling - is only



Supplement 5
page 2

.available to the seller. Secondly, in order to- preserve the monopoly
position of the seller of the technology, skill formation for the buyer
cannot be taken for granted. As a result of these factors, the costs of
transfer were considerable and access to technology was impeded by the
existing legal and juridical framework. These studies recommended a
review of the industrial property system and the establishment of a code
of conduct in the transfer of technology. These recommendations were
accepted by UNCTAD III. Resolution 39 (III). requested for studies of
"possible bases for new international legislation regulating the transfer
from developed to developing countries of patented and non-patented
technology, and more specifically of the role of the international patent
system in such transfer". The United Nations Sixth Special Session
Resolution 3201 (S-VI) para. 4(p) and Seventh Special Session Resolution 3362
(S-VII) para. 3 Section III called for similar review.

4. A number of Committees - governmental and experts - have been formed
to examine the possibility of establishing a new code as well as reviewing
the Paris Convention for the Protection of Industrial Property. The
negotiations on the code of conduct for the transfer of technology have
been carried out within the framework of UNCTAD and the review of the
Paris Convention is being carried out within the framework of the World
Intellectual Property Organization (WIPO).

B. Negotiation for the Code of Conduct
on Transfer of Technology

5. During the meetings of the inter-governmental group of experts which
were held in 1975, the developing countries (Group of 77) and the developed
market economy countries (Group B) presented their positions on the nature
and contents of the future code.

B.l. Code Proposed by the
Developing Countries (Group of 77)

6. The main principles and objectives of the code, as set out by the Group

of 77 are the following: (a) the strengthening of the national capabilities
of all countries, in particular of the developing countries; (b) improving
the access to technology at fair and reasonable prices and costs, both
direct and indirect, and to regulate business practices, particularly those
arising from transfer pricing and transfer accounting; (c) the promotion
of the unpackaging of transactions with regard to the choice of the various
elements of technology, evaluation of costs, organization and forms and
institutional channels for the transfer of technology.

7. The Group of 77 insist on the code covering all types of technology
transactions and that it should recognise the right of all states to
adopt legislation, policies and rules for the regulation of the transfer
of technology operation. They list 40 practices that are incompatible
with the principles and objectives of the code. The draft code of the
Group of 77 provides for guarantees that enterprises supplying technology
should grant in transfer of technology transactions. It also lists a
number of measures that governments of developed countries shall grant as
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a matter of special treatment to the enterprises of developing countries.
On applicable law and settlement of disputes, the Group of 77 stress that
technology transactions shall be governed by the laws of the technology-

receiving country and that those countries shall exercise legal jurisdic-
tion over the settlement of disputes pertaining to transfer of technology
arrangements between the parties.

8. In the view of the Group of 77, technology is a part of the universal
human heritage and all countries have the right of access to technology
in order to improve the standards of living of their people. An adequate
transfer of technology could become an effective instrument for the
elimination of economic inequality among countries and for the establish-
ment of a new and just international economic order. The developing
countries believe that an international legally-binding instrument is the
only form capable of effectively regulating the transfer of technology.

B.2. Code Proposed by Developed
Market Economy Countries (Group B)

9. The Group B draft lists, among others, the following principles:

(a) the right of each government to legislate on the subject
of technology transfer, within the framework of inter-
national law and with due recognition of existing rights
and obligations;

(b) that every technology transfer is an individual case, and

(c) that access to technology should be based upon mutually
agreed terms and conditions.

10. Group B excludes from the scope of application of the code the mere sale
of goods. The text also recognises the right of source and recipient
governments to adopt legislation, regulations and policies pertaining to the
transfer of technology within the framework of applicable international law,
treaties and agreements but emphasises that changes in national regulation
should be carried out with full regard to existing rights of source and
recipient enterprises. Group B lists eight practices that should be avoided.
On applicable law and settlement of disputes, the Group B draft points out
that the parties to an agreement should have the freedom to choose the law
governing the validity, performance and interpretation of the agreement,
provided that the State whose law is chosen either has a substantial relation-
ship to the parties or to the transaction, or there is other reasonable
basis for the parties' choice. The draft indicates that the parties should
be permitted to provide that disputes could be settled by means of arbitra-
tion or other third party procedures.

11. A word should be added on the framework of Group B's proposal. For

Group B, a code consisting of agreed guidelines of a voluntary and legally
non-binding character would be the only way of facilitating or encouraging the
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growth of scientific and technological capabilities of all countries. These
guidelines should set out general and equitable principles applicable to the
transfer of technology, including governments. One important consideration
for the Group B countries is that modern industrial technology is being
developed using primarily private resources.

B.3. Position of the Socialist Countries
of Eastern Europe (Group D)

12. Group D, the third regional group involved in these negotiations, has
not introduced a rietailpd outline of a code of conduct but has advanced some
basic nrinciples e.g. that a code of conduct should be a universally acceptable
instrument based on the equality of all parties, just and equitable observance
of interests, respect for national sovereignty and elimination of trade
discrimination. Group D has also suggested that transactions under inter-
governmental agreements should be excluded from the scope of application of
the code.

B.4 Remaining Issues for Resolution

13. Resolution 89 (IV) adopted at the 4th UNCTAD (May 1976) recommended that
work on a draft code of conduct should be accelerated with a view to its
completion by 1977. It established an intergovernmental group of experts,
open to the participation of all member countries in order to elaborate the
draft code. It recommended further that the General Assembly, at its

31st Session, convene a UN Conference under the auspices of UNCTAD to

negotiate on the draft elaborated by the group of experts as well as take

all decisions necessary for the adoption of the final document embodying

the code of conduct including the decision on its legal character. This

Conference is scheduled for 1978.

14. The intergovernmental Group of Experts for Drafting an International
Code of Conduct on Transfer of Technology has met several times (8-19 November

1976, 28 March-5 April, 25-29 July and 17-28 October 1977). They have
narrowed the difference between the three groups and have established a

composite draft text. Nevertheless, basic areas of disagreement remain.

These are:

(a) what precisely are to be regarded as "restrictive
business practices" to be prohibited by the code? (G.77
lists 40, B lists 8);

(b) whether the code shall be legally binding in some way and

backed by national laws or merely offered in form of voluntary

guidelines;

(c) whether it should incorporate the principle of special pre-

ference for the less developed countries;
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(d) whether such legal issues as arise in technology

contracts should be subject to international arbitration

or to resolution by the courts of the host or home

country;

(e) whether it should include a number of guarantees that

supplying firms are to offer to purchasers (e.g. that

the technology supplied is complete); and

(f) whether it should include a number of prohibitions and

restrictions as to the terms of technology contracts

(e.g. limits on royalty payments to parent firms, time

limits on licensing etc.).

C. Negotiation on the Revision of the
Paris Convention for the Protection

of Industrial Property

15. The industrial property system is defined by two key instruments:

patents and trademarks. Since the founding of the Paris Convention

in 1883, six revisions have been made, all with marginal participation
of the developing countries. Following UNCTAD III resolution 39 (III),
and United Nations General Assembly Resolution 3362 (S-VII) Section III,
para 3, a Preparatory Inter-governmental Committee was established to
review the Paris Convention. The developing countries are well
represented in this Committee. The Committee has so far held two
sessions, the last one in July 1977. These negotiations have taken
place under the auspices of WIPO.

16. The developing countries are attempting to establish a fair balance
between the public interest and the broader needs of development on the
one hand, and the patent-holders' rights on the other. Their concern
derives from the following evidence: that nationals of the developing
countries hold a bare one per cent of the world total patent grants,
that foreigners run in the developing countries six times more patents
than nationals of these countries and that 90-95 per cent of the patents
so owned by foreigners are never used in the production process in
these countries. They interpret these findings to mean that the
present patent system as embodied in the Paris Convention and in national
legislation has a negative effect on the economic and technological
development of the developing countries.

17. The developed countries, on the other hand, believe that it would
be more correct to say that the patent system really has little impact
on most developing countries because most developing countries have not
attempted to use the patent system to their own benefit in encouraging
both local invention and development, and in encouraging transfer of

technology from organisations and individuals in other countries.
Nor are they prepared to examine the review of the industrial system in
the framework of the New International Economic Order. A major

developed country had expressed the view that it did not agree with the

statement that the Declaration and Programme of Action on the
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Establishing of a New International Economic Order (adopted by

Resolution 3201 (S-VI) and 3802 (S-VI) should be the guiding

consideration for revision of the Paris Convention.

18. Nevertheless, some progress has been made. There are a few

areas of disagreement on the draft revision, e.g. national treatment,
preferential treatment, unanimity, compulsory exchange of information

and quality of patent disclosure. Future meetings may resolve some
of these outstanding issue's. There has, however, been little work

on trademarks review. This will constitute the next phase of the
Paris Convention revision.
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NEGOTIATIONS ON TRANSNATIONAL CORPORATIONS

1. Today most foreign direct investment is carried out by trans-

national corporations (TNCs). It is estimated that fewer than 200

enterprises account for more than half of this international direct

investment. This explains the concern on transnational corporations

which came to a head in May 1972 when the US Senate Foreign Relations

Committee voted to conduct an investigation into the activities of the

ITT in Chile. In the same year Hernan Santa Cruz, on behalf of Chile,
requested the Economic and Social Council of the United Nations to

appoint a Group of Eminent Persons to study the role of transnational

corporations and their impact on the development processes, especially

in developing countries, as well as their implications for international

relations (resolution 1721 (LIII)).

2. The Group of Eminent Persons met in 1973-1974 and produced a

report which, among other things, recommended the creation of a

permanent commission, the creation of a focal point within the UN system

for transnational corporations and the elaboration of a code of conduct

for these corporations to be carried out by the above institutions.

ECOSOC accepted these recommendations (resolution 1908 (LVII) and in

November 1975 the Centre on Transnational Corporations became operative

with the appointment of the Executive Director.

3. A number of issues on transnational corporations are, of course,

being dealt with by a number of other international organisations. For

example, labour matters related to transnational corporations are dealt

with by ILO, restrictive business practices and transfer of technology

by UNCTAD. The main focus of the Centre and the Commission is, therefore,

on the code of conduct. An Inter-governmental Working Group on the

code has been established, and is to complete the draft code by the

spring of 1978.

4. The key issues that will have to be resolved include:

(a) the factors to be covered, i.e. whether the code should deal

solely with the behaviour of transnational corporations or
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should also cover the principle of government policies.

The developing countries (Group of 77) want to have a code
that deals only with the activities of transnational corpo-

rations. Group D supports a code covering privately-owned

transnational corporations. The developed market economy

countries (Group B), however, are in favour of a code that

is addressed to both governments and corporations;

(b) the approach - whether an attempt should be made to achieve

maximum regulation which would involve a mandatory code,

specific provisions and international implementation, or

minimum regulation, namely a voluntary code, generally

formulated and nationally implemented. The Group of 77
support the former approach and Group B favour the latter;

(c) legal nature of the code - whether it should be a binding

instrument (convention) as favoured by the Group of 77 or
merely a declaration of governments or a resolution of the

UN, as supported by Group B;

(d) the code's comprehensiveness - which of the following should

be included: ownership and control, transfer pricing,

taxation, competition and restrictive business practices,

transfer of technology, employment and labour, consumer

protection, environmental protection, treatment of trans-

national corporations, disclosure of information, nationalis-

ation and compensation and jurisdiction.
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NEGOTIATIONS ON THE LAW OF THE SEA

A. Introduction

1. The negotiations on the Law of the Sea commenced in the post-war period

on the realization of the likely future importance of offshore oil, which

led to the first significant assertion of a national right in an area that

had been considered international. In a unilateral proclamation in 1945,
the Government of the United States claimed the exclusive right to explore and

exploit the mineral resources of its continental shelf beyond the territorial

area. Subsequently several other countries claimed seaward extensions of

national jurisdiction to 200 miles. The need to reconcile these and other

newly asserted rights with existing international law led to the convening

of the First United Nations Conference on the Law of the Sea in 1958. The

width of the territorial sea continued to be an issue. Therefore, in 1960

the Second United Nations Conference tried but failed to establish universal

agreement. In 1970 the United Nations General Assembly adopted a declaration

of principle to the effect that the seabed and its resources are "the

common heritage of mankind". At the same time, it decided to convene the

Third United Nations Conference on the Law of the Sea. The Third Conference

has so far held six sessions but has failed to attain its objective which is

the adoption by consensus of a treaty or a convention.

B. Areas of Negotiation

2. The major areas covered by the Conference are:

(a) resources of the seabed and ocean floor beyond the exclusive

economic zone 1/;

(b) navigational and territorial issues including the exclusive

economic zone;

(c) environmental, scientific and technological issues; and

(d) settlement of disputes.

1/ Exclusive economic zone is defined as an area beyond and adjacent

to the territorial sea under which the rights and jurisdictions of the

coastal State and the rights and freedoms of other States are governed by the

provisions of the Convention. (It is yet to be agreed).
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C. Current State of Negotiations

3. As a result of the preceding sessions, a "revised single negotiating
text" has been prepared, largely on the responsibility of the various
Committee Chairmen and the President of the Conference. It is very far
from an agreed text. In fact, the revised single negotiating text masks a
number of problems and divergencies of view which persist in each of the major
areas covered by the Conference. Of the four areas, the most important from
the viewpoint of the developing countries is the seabed and ocean floor
resources. It is also recognized that the question of seabed mineral
resources is the most difficult to resolve of all the issues before the
Conference.

D. Seabed and Ocean Floor Resources

4. The objective is to establish an internationally accepted regime for the
exploitation of these resources by the time that commercial exploitation
becomes economically feasible. Although a number of international consortia
already have most of the technology for experimental exploitation, it is
estimated that upwards of five years will be required in order to develop this
technology to the point at which exploitation of commercially viable quantities
of minerals is possible.

5. The sort of control that is envisaged is a regime that would have at its
centre an International Seabed Authority. As an organ of the Authority, an
international enterprise would be established to conduct seabed prospecting,
exploitation and exploration. The enterprise would enter into contract,
under procedures to be established, with contractors. These contractors
would, in practice, be the international consortia which possess the necessary
equipment and expertise.

E. General Principles of Seabed Resource
Exploitation

6. Draft texts of general principles regarding the exploitation of seabed
resources have been prepared. They include such principles as:

(a) fostering healthy development of the world economy, trade and
co-operation for development, especially of developing countries;

(b) expanding opportunities to participate in development of seabed
resources;

(c) increasing availability of resources to meet world demand;

(d) protection against adverse economic effects on mineral export
earnings of developing countries. In this connexion, reference
is made, inter alia, to commodity arrangements for minerals contained

in the seabed nodules and to interim production controls;

(e) conservation and avoidance of waste; and

(f) equitable sharing in and distribution of benefits taking into
particular consideration the interests and needs of developing
countries.
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7. From these general pricniples, two broad areas of preoccupation may be
discerned. One is the impact on markets and the second is the question
of participation in benefits.

F. Cause of Impasse

8. The main stumbling block in arriving at an agreed regime is the
relationship between the enterprise and the contractors. Two alternative

structures are under consideration. In one, known as the banking system
and favoured by most developed countries, the contractor would propose two
sites to the enterprise which would select one for exploitation by the
contractor and would bank the other for eventual exploitation by the enterprise
itself. The other alternative is known as the unitary system, under which
the enterprise would control all mining areas and select licencees.

G. Other Questions

9. In the remaining three areas (see. para. 2 above), progress has been made
but it is difficult to hazard a guess as to when this Conference might be
concluded.




