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Preliminary Observations

1 • The UNCTAD v/orlf conferences an:* the inter-governmental
conferences of . ouolonlr:; countries tthe Group of 77)

UNCTAD III, held in Santiago de Chile, followed the
conferences held in Geneva in 1964 and in New Delhi in 1968,

Between each conference and the subsequent one, the
developing countries have net as an inter-governmental group to

prepare the programme for the forthcoming conference. The programme,

and the various declarations of intent are studied by UNCTAD's
General Secretariat in the form of documents distributed to parti¬
cipants.

In 1967 the inter-governmental Group of 77 issued a

declaration in Algiers known as the Algiers Charter of the Group
of 77, because of the then 77 signatories. Today, the "77"
countries have become 98.

The Lima declaration in November 1971 was a programme of
action for the Group of 77, all the points of which were discussed
in Santiago with a view to passing resolutions expressing the
consensus of the International Community comprising both developed
and developing countries.

II. Organization

Partxcipating countries fall into groups which, in principle,
are based on the level of development. Within these principal
groups, sub-groups are formed on the basis of geographical criteria.

The Group of 77 consists of developing countries and is
subdivided into 3 geographical groups:

- The Latin-American group
- The Asian group
- The African group



Group B is constituted, in principle, by developed
western countries. However, it includes cone developing countries
such as Turkey, although this is an exceptional case.

Group D comprises the Socialist countries of Eastern
Europe.

Membership by virtue of Article uO

Inter-governmental and non-governmental organisations may
be .admitted under article 80 of the Rules of Procedure but without
voting rights. AD3 was admitted and participated in the conference
under this provision.

Remarks

1) For the moment China is not attached to any of the
groups.

2) Rumania, a developed country, has asked to join the
group of 77. There is already an example for a

country taking the opposite course (Turkey).

3) Yugoslavia has joined the Asian members of the group
of 77 because it would have been isolated if the

geographical criteria had been rigorously applied.

III. Force of decisions

Although the purpose of UNCTAD conferences is defined as

"negotiations" between the group of developing countries and the
B and D groups, group B delegates often reiterate that they do not
represent their governments and can therefore not commit then.

The result is that resolutions meeting with general

agreement are not voted on and bind the countries only morally.



On the other hand, when a question is put to the vote,
countries which vote against express their opposition and countries
which abstain consider that they are not concerned by the question,
majority decision therefore expresses nothing nore than the general
will and, once again, is only norally binding.

It is important to make these points clear in order to
avoid errors in interpreting the decisions and attitudes of the
conference on the various points which forned the subjects of
draft resolutions.

IV. At the Santiago meeting Vice-President 0. Vincent made
a statement on behalf of AD3 to the 3rd Committee dealing with the

problems of Financial Resources for Development.

During the meeting, a note drawing the attention of
African delegates to certain points in Mr. Vincent's speech was

distributed to the African group, especially with regard to the
need to organize a regional monetary conference in Africa.

Vice-President Vincent's speech and the Committee's
summary of it, together with the note to the African delegates,
are annexed to this report.

V. The Board.

A "Trade and Development Board", elected subject to

approval by the United Nations General Assembly, is responsible
for permanent liaison with the Secretariat, between one conference
and another.

The 60 members of the Board elected in Santiago include

15 countries of the African group : Ethiopia, Gabon, Ghana, Guinea,
Upper Volta, Kenya, Libya, Madagascar, Mauritius, Nigeria, Uganda,

Rwanda, Senegal, Sudan, Zaire. The Board met in Geneva from 3 to
l8 December 1972.



The 1976 conference is expected to be held in Africa,

probably in Abidjan.

General Introduction

The surmary below has been prepared by the ADB delegation
to UHCTAD III in Santiago, Chile, headed by Vice-President Ola
Vincent and comprising Mr. Leonard Shango, Economist, and Professor
Wade, Consultant Economist.

Various documents have already been published on the
outcome of the conference, especially a collection of resolutions
as well as appraisals made by various relevant organizations. But
the reader will soon realize, after reading the first few pages of
this document, that it is not merely a summary record, much less
a collection of the papers published.

In fact, a mere reading of the resolutions adopted in
Santiago does not enable one to appreciate the results of Ù1TCTAD
III. In the present report, even draft resolutions which were

not adopted in plenary session are dealt with to show not only the
scope of claims by developing countries, but also to prepare the
reader for a better understanding of future international negotia¬
tions. With regard to each resolution, descriptions are given
of the highly complex negotiations that took place and of the ;

motives behind the attitudes which, in the final analysis, will
ae^ermine future relations between developed and developing coun¬
tries. Furthermore, although briefly dealt with, the economic
aspect is always explained with regard to each of the questions
which are dealt with under three headings :

the problem
the negotiations

- the results.
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It is the hope of the ADB- that this document will not

merely serve as a vivid summary record but also as an aide-memoire
likely to be useful to all those who would like to understand not

only the economic aspects but also the polit Leal aspects of inter¬
national economic negotiations within UlíCTÁD»
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S3CTI0K I

The International Monetary System

Resolution on the reforn of tne Internationa- monetary system

il)
1. The orobien

It is useful to recall that because of its statutes which

define UMCTAD's ain as concerned with Trade and Development, the
conference did not deal with the reforn of the international monetary

system as such but rather with "the impact of the present inter¬
national monetary situation on world trade and development, especially

of the developing countries".

The problem of reforn could therefore be tackled only if
it was proved that the recent monetary crisis had adversely affected
international trade and that the international monetary system was

not functioning so as to provide the liquidity needed for develop¬
ment .

After demonstrating the adverse consequences of the
monetary crisis, the developing countries claimed the right to
participate in the taking of decisions relating to any reform of
the working of the international monetary system.

Consequences of the monetary crisis and the realignment of major
currencies

l) In spite of certain concessions, the American surtax of 10%
on imports from abroad, while it was in force, undoubtedly had a

restricting effect on trade with the developing countries which
resulted in a decrease in the latter's export earnings.

(l) This description of the problem, like the succeeding ones, is
reduced to its essentials only; the numerous documents distributed
by UNCTAD will give further insight into the various aspects.



?.) The monetary realignment of December 1971 had the effect
of risking the terns of trade worse still for developing countries
as a result of the dual effect on both imports and exports:

- With regard to imports, dollar prices rose with the
re-evaluation of currencies of supplying countries.

- With regard to exports, dollar prices generally did
not change. In any case, in the stabilisation agreements currently
applied to certain products, e.g. sugar and coffee, prices are fixed
in dollars.

However, even on the free market, the prices of commodities
of which the United States is one of the major consumers did not

change because these prices are determined mainly by American
demand.

3) Following the devaluation of the dollar, developing coun¬
tries with dollar reserves lost substantial amounts. They could
have modified the structure of their reserves but they refrained
from doing so in order not to make the situation worse. The Group
of 77 think that is normal that they should be compensated for their
loss. This net loss of reserves combined with the effect of the

drop in their income from imports resulting from the deterioration
in terns of trade has aggravated their debt ^roblens to the tune,
according to the Secretariat, of about 2.5 thousand million dollars.

4) Following the rise in the price of gold, reserves of
developed countries v/ere revalued at 3.8 thousand million dollars,
leaning to a decrease of the developing countries' share of inter¬
national reserves.

According to the Secretariat, at the end of 1971, developing
countries had 20% of the world's reserves whereas their portion
after re-evaluation of the reserves in terns of dollars does not

amount to 11%.



Thus, by revaluing the najor currencies, the International
Cor.riun.ity caused the developing countries to sustain a net loss of
reserves and shifted the balance to their detriment.

The problem of decision-naldnig

Three essential criticisms were levelled against thé
international monetary system:

1) The major monetary decisions are taken by the countries

constituting the Group of Ten - a real pressure group

which prepares decisions on the eve of each IMF Annual

Meeting.

It is also to be noted that the Group of 77 has formed
a sub-group of 24 members, known as the Caracas Group,
to try to exert some kind of influence on the IMF.

2) The present principle of quotas which determines voting
rights within the IMF is to the advantage of the developed
countries.

3) The additional liquidities made available in the form
of SDRs served developed countries first and foremost.

Developing countries will thus defend the idea of

establishing a link between any new establishment of SDRs and the

financing of development (Resolution on the link).

II. The negotiations

There were at least twenty points of disagreement not only
between the Group of 77 and Group B but also between Group D and
delegations from both developed western countries and developing
countries and even within the Group of 77 itself.



In order to find a path through this labyrinth of
negotiations which is extremely complex, we have grouped the points
of disagreement under headings which, of course, do not appear in
the resolutions but which we have chosen purely for the purpose of
clarification.

1) Disagreement on the body responsible for
consultations on reform

The idea of holding a world monetary conference was put
forward by the Group of 77 in the Lina declaration. This xcea,

emanating from the Latin—American countries, was opposed by the
United States and Group 2 which thought that any reform must come
from within the IMF.

It seens that this opposition stems from a desire to
prevent the U.S.5.R. from using the world conference as a Trojan
horse.

On the other hand, the U.S.S.R. and the socialist countric
affirm that they will not take part in any consultation which does
not take place outside the IMF.

With the exception of a few countries, the Group of 77
together with Group 3 defended the idea of reform within the IMF.
The conference therefore decided to entrust to a committee of 20

IMF Governors the task of carrying out studies on reform.

The Group of 77 wanted to associate UNCTAD and GATT

closely with the reform process but this proposal was opposed by
Group B and was finally expressed in a very vague manner.

2) Disagreement on the opening of the IMF

Group B opposed the Group of 77's. suggestion that IMF be
open to all countries which were ready to subscribe to its regula¬
tions and share its objectives.
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3) Disagreement on IIII'1 c scooe

According to the Group of 77> the reform should extend
IMF's authority to all fields concerning the International Community,
as a neans of protecting the interests of all countries, especially
those of developing countries.

Group B opposed this as being too wide a concept.

4 ) Disagreement or. the Group of 77 1 s assessment of the
working of IMF

Group B disagreed with the following criticisms expressed
by the Group of 77 against the IMFï

the Bretton Hoods principle for the determination
of quotas is inequitable;

the recent expansion of international liquidity
(SDRs) has been exceptional both in distribution and

quality;

- the manner in which decisions on monetary natters
have so far been taken is unsatisfactory;

the recent realignment of currencies has adversely
affected developing nations.

5) Disagreement on Group 3!s assessment of the IMF's
adaptability

Group B thought that the provisions of the Bretton Woods

Agreement on quotas have been readjustee from tine to tine, that
the monetary realignment simply had "major consequences for all
countries, both developed and underdeveloped", and that the IMF
had already considered possible reforms and was seriously examining
all aspects of the problem of the link.
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6) Disagreement on the rolo of future SDRs, and on
the link machinery and objectives

It is obvious that it was not possible to establish a

formula for the link in Santiago, but an examination of the resolu¬
tion on that subject by the Group of 77 shows that the difficulties
pertain to the very nature of the link and its effects.

III. The Results

As a result of all these disagreements and the intransigent
position of Group B, it was practically impossible to arrive at a

compromise text without reservations. However, towards the end
of the conference a text was adopted by vote (65 for, none against
and 6 abstòntions). Votes cast did not add up to even half the
number of members present at the conference. The paragraph dealing
with the link was adopted separately with 65 votes in favour, none

against and 6 abstentions.

The Group of 77 thought that the resolution contained
practically nothing of value and issued a statement to that effect
to be attached to it. Disagreement was thus total, but vis-à-vis
the outside world, the conference managed perhaps to save face and
to avoid total failure.

Resolution on compensation for losses of reserves

occasioned by the monetary realignment

I. The problem

We have already explained the reasoning behind this
resolution.

In practical terms, the Group of 77 proposed mainly that:

l) donor countries whose currencies were revalued as a

result of the currency realignment should help to
alleviate debt service payments in respect of their
outstanding loansj



«

- 12 -

2) a special issue of SDRs of "the IMF should be allocated
to countries which lost reserves as a result of the

realignment.

II. The negotiations

The Group B countries considered that such compensation
would increase the burden of donor countries (France). The
United States opposed it because the discussion would have placed
the responsibility squarely on its shoulders since the loss in¬
volved was the result of the devaluation of the dollar.

There were 75 votes for the resolution, 10 against

including the United States, and 14 abstentions including France
and Italy.

It is interesting to note that, curiously enough, the
Chairman of the European Communities1 Commission thought that
the claim was justified and that the victim countries should be
compensated.

The problem of the link

I. The problem

The principle of the link was called for in the inter¬
national development strategy for the Second United Nations Develop¬
ment Decade and, in a resolution of 14 December 1971* the General
Assembly thought that the new international monetary system should
consider the establishment of a link between SDRs and additional

resources for the financing of development.

Two groups of experts which had net earlier on in 1965
and 1969 had published studies on the question.

The link would increase the inflow of financial resources

for development through multilateral institutions and its advantages
would be as follows:
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1) 1/hereas so far reserves are obtained only from export
surpluses, the activation of SDRs would enable developing countries
to obtain liquidity without expenditure.

2) The actual beneficiaries of the system would be mainly
the developing countries rather than the developed countries.
Through the link, a portion of the savings of developed countries
would go to developing countries.

3) Fron the point of view of the international monetary
system, any transfer of funds to the developing countries woul
lead to an overall expansion of exports from developed countries
and reduce the danger of conflict between the various developed
countries, all of which are looking for additional markets.

II. Concepts of the link

Three concepts of the link were put forward.

1) An organic link: This would ensure the allocation of
SDRs by developed countries through their allocations to IDA,

2) A non-organic link: This would be a channel for the final
allocation by a developed country to a developing country of funs
in the former's currency and in proportion to its allocation of
SDRs.

3) Organic link - 3rd possibility: Under this third
possibility the IMF (and not the developed countries) would allocate
SDR.S to IDA and the regional development banks.

III. Reactions

1) One objection was that such an establishment of
liquidity would not lead to a transfer of real resources.

2) It was also stated that the outcome of the link would
be a deficit and that it would lead to inflation.
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To this argument, it was replies that the accumulation o~
. -old leads to the transfer of actual resources to gold producers
and that, in the final analysis, the link would not be any more
inflationary than gold.

On the other hand, if the link leads to an increase in
total demand, its inflationary effects would disappear because of
the fiscal and monetary policies applied by governments in the
management of their economies.

3) Ii was also said that the link could not fail to have a
negative effect on the volume of aid because, in appraising the needs
of developing countries, donor countries would certainly take into
account the allocation of SDRs carried out through the link.

There was every reason to believe that the text on the link
which was supported by France and Japan was a move in the right
direction. Surprisingly, however, it was substantially modifie:",
perhaps for reasons of procedure rather than content. The passage
which stated that the conference fully endorsed the establishment of
a link between SDR.S and the granting of additional resources for
development was so belaboured that in the end it was reduced to a

simple sentence stating that the question of the link merits the
most careful attention.



SECTION II

Primary Commodities

Résolution on the international cocoa agreement

I. The problem

Cocoa is one of the most important products for the
developing countries. Exports amount to about one thousand
million dollars per year. Since production is confined to a snail
number of countries the latter are entirely dependent on their
output, and on the prices thoy can charge, for the bulk of their
6X 'O emal resources.

However, the cocoa market is often disturbed by substantial
fluctuations in prices and production.

Production is not only affected by the reproduction cycle
but also by climatic conditions and diseases. Over the last
decade, its average annual variations was 10%.

Since demand does not vary to any great extent, price
fluctuations are enhanced by speculation on the market. The
Secretariat estimates the average price variation over the past
decade at 22%> per year. It has been observed that during the
second half of 1968 alone, prices increased very rapidly from
29.60 U.A. cents per pound to 46.49 cents between August and
December. In May 1970 prices dropped to 27.29 cents.

These sudden and substantial fluctuations show the need
for an international stabilization policy.

The uncertainty about export earnings makes it impossible
to plan economies which depend on cocoa, and the frequent drops
in prices create very serious economic and social problems.
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For this reason, for twelve years, the producer countries
and the International Community have been seeking ways and means of
reaching an international cocoa price stabilisation, agreement.

After the many consultative group meetings and technical
meetings held during the past few years, it will be recalled that
the cocoa conference, which was convened in Geneva in March/April
1972 by the Secretary-General of UNCTAD, ended in a deadlock because
the producers and consumers failed to reach an agreement. The
October meeting was equally unsuccessful.

II. The Results

Because of the deadlock in Geneva, the Santiago Conference
could only resolve to request producers and consumers to resume

negotiations and make every possible effort to ensure the successful
conclusion of an agreement.

The aim is to conclude an agreement before the end of 1972,
although it is doubtful whether this will prove possible.

o 0 o

Résolution on Diversification

I. The problem

We can define diversification as a process of widening
the range of products on which the revenue of a given country
depends. Diversification can take two formsï

- An increase in the number of products obtained from

processing a given primary commodity: vertical
diversification.

- An increase in the number of primary commodities, manu¬

factured products and services: horizontal diversification.

The relationship between diversification and development is
fairly complex since development also and above all implies a trans¬
formation of structures. In this sense, there is a close connexion
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betv/eerr diversification, and développent, and the question is whether
diversification is the effect or cause of development.

Without entering into very complicated discussions, we can

here admit that diversification can be considered as a consequence

of development if it cones about as a result of increases or changes
in demand ; this occurs in highly developed economies. On the other
hand, diversification can cause development if it is deliberately
chosen as an aspect of the economic policy of the government. In
this latter case, by its positive effects, it generates
the whole process of development. For this reason, it is reco:"; -

ended as an economic policy measure of the developing countries.

We can then summarize its advantages as follows:

1) The structural diversification brought about by
the diversification of production leads to net/

inter-industrial relations, which accelerate develop¬
ment and create new skills.

2) Export diversification makes it possible to save
or earn foreign exchange through import substitution.

II. The negotiations ar,c results

The developing countries therefore requested a study on

the creation of a fund to support national diversification programmes.

To this end, the developing countries have invited IBRD and the
international and regional financing institutions to consider giving

priority in their lending policies to assistance for the utilisation
of the results of modern scientific discoveries and technology to

help countries achieve vertical and horizontal diversification.

This resolution gave rise to a great deal of controversy
and finally its main clauses were indirectly integrated into other
resolutions and, in particular, into resolution 54 (III) on

stabilization.

b 0 o
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Resolution on the competitiveness of natural products,
synthetics and substitutes

I. The problem

On the markets of the developed countries, primary pro "rets
have to face keen competition from synthetics and substitutes.
In the developed countries, there is a steady rise in the consume -
tion of synthetics such as :

artificial fibres rather than natural fibres:
- in the 03CD countries, between 1954-61 and

1967-60, the consumption of artificial fibres
increased two and half times at constant prices
whereas the consumption of natural fibres decreased;
only jute consumption increased and cotton consump¬
tion remained unchanged.

- synthetic rubber instead of natural rubber:
- in the same countries the consumption of artificial

rubber rose by 90% and that of natural rubber by
10% only.

- plastic instead of leather, especially in the manu¬
facture of shoes.

The primary products which pose real problems in this
connesiion are cotton, jute and kenaf, hard fibres, leather and
hides.

These problems are either problems of resistance (plastics
as against leather, as in the manufacture of shoes) or problems of
diversification.

On these various points the developing countries suggest
a programme for financial aid for research and diversification,
and a number of measures to be taken by the developed countries,
including:
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the elimination of barriers to the entry of natural

products with a view to making then more competitive
(in the US, the customs duty on wool encourages the
use of synthetics)

- the levying of some measure of taxation on synthetics
in order to raise funds for research and development

programmes designed to improve the competitive position
of natural products.

II. The negotiations and results

In the face of opposition from the developed countries
(B and D) some claims were abandoned.

The final resolution merely requests the preparation of
research programmes, the encouragement of increased trade among

developing countries and consideration of assistance needs.

o 0 o

Resolution on marketing and distribution systems

This resolution was clearly not based on any serious
studies. For this reason, the resolution requests the Secretary-
General to carry out the necessary research. However, one impor¬
tant point with regard to its purpose should be noted: the role of
international companies, oligopolies and monopolies, on the price
of primary commodities: tea, bananas, tobacco, rubber, oil seeds,
oils and fats, cotton, minerals etc.

d 0 o

Resolution on the exploitation for commercial purposes

of the sea-bed and the ocean floor and sub-soil begone"
the limits of national jurisdiction

I. The problem

The problem of the commercial exploitation of the resources

of the sea-bed and the ocean floor beyond the limits of national
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jurisdiction was the subject of a statement nade by a representative
of the General Secretariat. It was followed by very interesting
discussions.

Some firns in the developed countries, which have powerful
technical and financial backing have already begun exploiting the
richness of the sea-bed outside the limits of national jurisdiction*
All the products extracted, with the single exception of nickel,
are products exported by developing countries. Their production
and sale can therefore cause serious damage to the developing

*

countries in addition to the fact that this new form of exploitation
is to the advantage of the developed countries only. If no inter¬
national regulations are adopted, the developing countries will find
that huge resources are being exploited just beyond the boundaries
of their sovereignty by foreign companies which would then appro¬
priate these resources and use then to compete with local products.

In resolution 2749 (XXV) the General Assembly of the United
Mations recognized that the resources of the sea-bed and ocean
floor outside the limits of national jurisdiction should be consi¬
dered as the common heritage of mankind. The representatives of
the developing countries expressed the hope that the exploitation
of these riches would not be allowed to have adverse effects on

their own mineral resources or on their already jeopardized export
earnings.

While awaiting the adoption of an international agreement
on the subject, the UN General Assembly in another resolution
2574 (XXIV) requested that exploitation be suspended.

The developed countries insisted on the need for detailed
studies and for co-ordination with the UN Committee on the peaceful
uses of the sea-bed and the ocean floor beyond the limits of national
jurisdietion.

Algeria, Kuwait and Peru presented a draft resolution
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calling for studies on the repercussions of the exploitation of
these resources whereas the resolution submitted by Chile, Kuwait
and Somalia merely requested prohibition, while awaiting the
adoption of international regulations.

It should be pointed out that opinion is divided about
the method of enforcing such regulations. Some delegations felt
that an international authority would be required whereas others
considered that that would not be necessary.

II. The results

Two resolutions were adopted. The first called for
studies to be conducted by F.A.O. and U1TCTAD. It was adopted by
64 votes for, one against and 24 abstentions. This is not sur¬

prising because the real discussions will only take place when
action appears necessary. *• -

The second resolution called for a halt to all exploitation
already begun by the developed countries. It was adopted by 57
votes for, 14 against and 17 abstentions.

o 0 o

Résolution on access to markets and orielmg policy

I. The orobien

Access to the markets of developed countries is related
to many other problems such as prices, synthetics and substitutes,
export-promotion and tariff and non-tariff barriers. As these

various aspects of the problem were the subject of special re¬

solutions, access to markets will be considered within a more

limited context jointly with the subject of pricing policy.

The economic policy (or lack of any appropriate policy) of
the developed countries during the last decade cut down the portions
of the markets available to the products from the developing coun¬

tries in spite of the fact that the developed countries constitute
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the principal market for primary commodities.

Generally, economic growth in the developed countries is
not accompanied by an increase in the size of markets for primary
products but by a shrinkage of these markets.

1) One result of the growth in the economies of developed
countries is that technological and scientific progress tend to
multiply and increase the number of synthetics and substitutes which
exercise a depressive influence on the prices of primary products
and limit the volume of imports from the developing countries. For
example, as the manufacturing process becomes increasingly complex,
in the long run it reduces the quantity of raw materials required
oer production unit.

2) The increase in real revenue in the developed countries during
the growth period gives rise to a change in the structure of consump¬
tion. Because of the low level of variation in revenue from the

primary commodities (coffee, tea and more generally foodstuffs and
'rinks) their consumption increases very little or remains static.

3) 7/hen the processing is carried out in the developing
countries themselves, any rapid quantitative increase causes a drop
in prices and this lowering of prices affects the marginal produc¬
tion units which are eliminated from the market all along the vertical
production structure (farms, factories). In the event of a rapid",
increase in demand, the periods required for adaption depend on the
agricultural production cycles (tine required for production to
begin on a farm) and this makes it impossible for supplies to keep
pace with demand. This phenomenon is the cause of the price fluc¬
tuations whose effects are added to those of the economic fluctuations

accentuated by speculation.

The proposals regarding the policy of access to markets
suggests that distinctions be made between different products and

problems.
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II. The negotiations

1) The developing countries have first of all defended the
-principle of status-cuo. which invites the developed countries not
to strengthen or increase existing barriers which impede access to
markets.

This first claim appears justified to many of the countries
with market economies and to the socialist countries. The develop¬

ing countries pointed out however that even though their claim goes

back .to the first UNCTAD session, the situation has worsened rather
than improved.

2) The developing countries then asked for a shearing ofS
markets.

According to this principle, when the product of a develop¬
ing country competes with a product of a developed country in the
letter's markets, the developed country should allocate a defined
percentage of its consumption to the product of the developing
country. This allocation should be decided through multilateral
negotiations.

3) The Group of 77 also insisted on the fact that policy
of subsidizing agricultural production in the developed countries
should be modified since it now prevents developing countries from
acceding to markets in areas where they would have a relative
advantage.

The developed countries rejected practically all these

positive recommendations which, they felt, would give rise to
economic problems (sharing of markets) and social problems (aid
to agriculture).

III. The results

The only results have been those relating to price
stabilisation, since the developed countries made certain declara-
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iions of intent in that regard.

3esides, in the resolution which they drafted to counter
the claims of the Group of 77, the developed countries stated that
a solution should be sought during the 1973 GATT negotiations.

The resolution was therefore not presented to the neetxiig.

Resolution on the stabilization of prices of primary
commodities and the role of IBRD

V7ith a view to stabilizing the prices of primary commodities
at remunerative levels, various long-tern measures were proppsed.

This resolution, which was adopted almost unanimously,
recommended two series of measures:

1. Technical assistance and aid from IBRD to help with the

preparation of stabilization agreements and, simultaneously,
with diversification.

2. Financing by IBRD and IDA of primary commodity stocking
operations for lonr'-term stabilization as an alternative to
IMF compensatory financing which is a short-term remedy
that developing countries hesitate to use for fear of
the difficulties they night have to face if economic
circumstances prove unfavourable.

o 0 o

Resolution on international price stabilization measures
and mechanisms

I. The problem

The really effective stabilisation mechanisms are as

follows:

- 2^°ta systems for exports
Buffer stocks
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- Multilateral contracts
— Supervision of the disposal or surpluses

and reserve stocks

Agreeneats on prinary connodities

Obviously, there are other actuons which generally acco p..ny
the above stabilization aeasures.

1) The method of liniting supplies by using a quota system
for exports is generally used after bunper harvests.

In theory, the agreement fixes a basic export quota for
each country (Agreements on cocoa and sugar in 1968 and the agree¬
ment on tin). In certain cases, quotas can be progressive and
special arrangements can be made to take developing countries'
situations into consideration.

..." , -

If certain members cannot supply their entire quota, a

deficit is created which must be re c.i stri out c c. among the other
exporters. The deficit declared is not necessarily wholly dis¬
tributed. In 1969, the deficit in respect of sugar was 800,000 tons
and in 1970 it was 820,000 tons out of which only A'j, 000 tons were
redistributed. v>. ■ yq t;

2) Buffer stocks

The system of buffer stocks is often combined with the
quota system.

Once an International Board for a given product has been
set up, a buffer stock is constituted and managed by a stock
manager operating under the directives of the Board. Using a
stabilization fund,, the Director intervenes on the narked, by
engaging in immediate or forward buying and selling operations,
depending on the circumstances.
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Theoretically» when production and demand fluctuate,
minimum and maximum prices are maintained but the ideal sxtuatao:
is to maintain an average price in between the two. T/hen stoc.:;:
are exhausted the price reaches or exceeds the maximum.

Generally, intervention is relatively easy if all buying
and selling take place on a single Stock Exchange.

^The acutal working of the system varies with each commodity
but the most important problem is to provide the Manager with a
fund he can use to intervene.

The only commodity for which buffer stocks are currently
operating is tin.

Although in principle the Tin Agreement allows the Manager
to buy when prices are low and sell when they are high, he can, for
technical reasons, and in view of current trends, be authorized to
intervene in the medium price range. This makes more subtle and
■elicate adjustments possible.

Financing -

The buffer stock is financed by:

- producer countries, partly in cash, partly in kind.

- Banks, in the form of credit.

- the IMF, but only to help countries with balance of
payments difficulties.

The representative of IMF regretted that developing countries
did not take more advantage of the Fund's resources.

It is also to be noted that a consumer country, the

Netherlands, has set a commendable example by declaring its intention,
of contributing to the financing of the buffer stock for tin.
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The French delegate reaffirmed that in the absence of an

international cocoa agreement, his country was prepared to partici¬
pate in the financing of buffer stock for cocoa.

3) Multilateral contracts

These are arrangements between sets of individual importers
and exporters. They work as follows:

- each exporter agrees to supply a given quantity at
a price not exceeding the maximum.

- each importer agrees to buy a given quantity at a

price not lower than the minimum.

Quantities sold must obviously be equal to quantities
bought.

4) Supervision of the disposal of surpluses and reserve stocks

In certain cases developed countries with surpluses or

reserve stocks have dumped then on the market, resulting in price
falls prejudicial to developing countries.

Finally, it is clear that unless the developing countries
reach an understanding and co-operate together no agreements or

arrangements will succeed.

II» The negotiations and results

As we have said, for the moment there is only one buffer
stock agreement operating, that on tin.

The purpose of the resolution by the Group of 77 was

therefore to encourage measures of the types listed above for the

following products on which studies have already reached a fairly
advanced stage:
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bananas

citrus fruits

cocoa

cotton

hard fibres

jute, kenaf and similar fibres
oils, oil seeds and oil-seed cakes
pepper

rice

rubber

lacqueur

sugar

tea

tobacco

wheat

wine

The resolution was adopted by 74 votes for, 2 against
and 13 abstentions.
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SECTION III

Financial resources for development

I. The problem

The controversy about the whole concent of aid is far from
ended and once again it dominated discussions in Santiago.

According to a xvidespread view, which is however contested i
the developing countries, aid comprises not only public capital and
grants and loans on soft terms but also private capital and supplie
credits. Furthermore, according to the developing countries, consi¬
deration is not given to the concept of net aid, i.e. the result
after subtraction of repatriated profits and transfers stemming
from tied aid.

On this score, everyone agrees that public aid is necessary
for development and that it must be increased. But differences
then arise :

1) Public aid, the major component of all aid, has decreased
and in 1970 it did not even reach the level fixed in the interna¬
tional development strategy for the second decade.

This is the opinion of the developing countries. However,
the Secretariat notes that the flow of financial resources increase
by 10.6% between 1967 and 1968, reaching a record amount of 17.7
thousand million dollars.

It is true that certain donor countries subsequently decreas
their contributions.

2) Concerning the 1% of GNP target, member countries of DAC

on the whole attained 0.68% in 1967 and 0.73% in 1968. During
this period, the percentage of public aid from these countries
fell from 0.43% of GNP in 1967 to 0.40% in I968.
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3) On the other hand, the net flow of private capital
increased between 19-67 and I96S.

4) Private credits for exports also increased,,

5) While the commitments of the socialist countries rose to

748 million dollars in 1Q68, rayments did not amount to half of that
sum for the same year.

The purpose of the Group of 77's resolution v/as therefore
to give a more acceptable meaning to the notion of said, to increase
the volume of aid which in 1975 should amount to 0.7$ of the GMP of
donor countries, to ensure the constancy of aid which must be
maintained in spite of anjr difficulties which donor countries ma 3/
face and, finally, to express a preference for multilateral aid.

II. The negotiations and results

Following the resolution proposed by the 77> Australia,
Canada and the Netherlands proposed a resolution recommending that
contributions from multilateral institutions be increased
from 1,5 thousand million dollars to 2 thousand million dollars.

The draft compromise resolution still contained some points
on which there was disagreement, especially with regard to tied aid,
the economic advantages derived from private investments and surtnller

credits, the whole concept of aid and also on the date for reaching
the 0.7% target.

The resolution which v/as adopted recommended the continuity
of aid as well as the following tv/o objectives :

~ transfer of financial resources amounting to not less
than 1% of the GNP of each donor country by 1975 at latest.

- public aid of at least 0.7$ of GMP before 1975.
*

* *
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.. leso.lut; çr. on foreign pr.'vato investment.
In, relation te development ....... .:.

I. The problem

The problems arising from foreign private investments are
well known, ihile recognizing that foreign private capital can make
a positive contribution to development, the Grour> of 77 laid down
conditions for the achievement of this objective. They suggested
that private foreign investment should :

- be related to national priorities
- stimulate international capital formation
- facilitate the mobilization of internal resources

- transfer technology to the recipient country
- strengthen the recipient country's balance of payments

position.

- avoid creating obstacles to regional progress.

The grcuo noted that in 1969* certain countries registered
net capital outflows of up to 60% of total gross entries.

II. The negotiations and results

The resolution by the Group of 77 therefore asked the
developed countries to take the necessary steps to limit the outflow
of capital from developing countries by insisting on the conditions
which private investments must fulfil to make a positive contribu¬
tion to development.

The socialist countries submitted a resolution which, as

well as including the essential points in the resolution of the
77) asked the governments of developed countries to supply the
Secretariat yearly with information on profits exported by their
national companies from developing countries.

The resolution, which was adopted by 77 votes for, 3 against
and 23 abstentions, restates the proposals by the Group of 77.
The result of the vote shows that the developed countries maintained

their intransigent attitude.
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Resolution or. the outflow of f incr.c-',al resources

from developing countries, including debt servicing

I. The problem

In 1968, the. World Bank ,through Mr. McNamara, sounded the
alarm by emphasizing the disturbing increase in the burden of debt

servicing which was threatening to cancel out the flow of aid
within a decade.

The UNCTAD Secretariat admits that, in this field, and
contrary to the general belief, statistics are lacking and those
available are far from perfect.

However, the existence of an alarming debt burden is not
contested even if its exact volume is not knonm.

The Group of 77 was therefore concerned with several noints:

1) Among the reasons for the increase in the debt burden,
the Group of 77 pointed to the "unfavourable" and "hard" terms of
loans the low nrooortion of public aid, the recent monetary realign¬
ment which decreased the reserves of developing countries, and
buyer or supplier credits which are not a comoonent of development

financing assistance and do not respond to the objectives of
development planning.

2) In spite of the recommendations in the International

Development Strategy for the Second Decade and in resolutions of
the General Assembly and of the Economic and Social Council,
measures have been taken which further aggravate the debt burden,
e.g. the proposed moratorium and the "most favoured nation" clause.

3) The need for constant re-scheduling.

TI. The negotiations and results

In the opinion of the Group of 77> the measures to be taken
should be concentrated on the following aspects of the problem:
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1) attempts to relieve the debt burden should not be limited
to periods of crisis] there should be no question of moratoria or

of "most favoured nation" clauses] discrimination in aid should
be avoided] more favourable grace periods and rates of interest
should be granted.

2) In o general manner, a clause should be inserted in
contracts enabling repayments to be deferred whenever the balance
of payments of the debtor is threatened.

3) The terns of supplier credits could be modified by the
governments of the developed countries which could assume responsr'-
bi3_ity for them in order to stagger repayments on favourable terns.

Obviously, all these demands could not be accented by the
developed countries. Here again, a compromise resolution was

adopted by 74 votes for, 14 against and 17 abstensions.

•ft

■ft -ft

Resolution on the mobilization of internal

resources of developing countries

This resolution is merely an expression of the awareness of

developing countries that they bear the prime resaons1'bilit7/ for
the development of their countries.

It is remarkable to note that there was no opposition but

16 abstensions, as if the developed countries rightly considered
that this was a matter for the developing countries to decide.
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Resolution on suonlencntary financing

This resolution, originally supported by the Nordic countries,
was unanimously adopted without any difficulty.

By a letter dated A Kay 1971? "the President of IBRD indicated
to the Secretary General that should a developing country member
of the Bank, for reasons outside its control, experience an unexpected
shortfall in its export earnings which might threaten to disrupt
the implementation of its development programme, the Bank Group
would examine the case to determine whether and bow it could sha^e

or modify its lending and other operations to the country concerned
to help it overcome its difficulties.

The purpose of such supplementary financing would be to
stabilize earnings, and not prices, in cases where a deficit in the
balance of payments threatened to have serious repercussions on

a country's development programme.

In the Bank's letter, the wording is verjr precise (for
example,"programme" is used instead of "plan") and all possible

precautions have been taken.

The Group of 77"essentially asked for preparatory studies
on the detailed arrangements and insisted oh thé need to avoid

allocating basic development financing to supplementary financing.
The Bank r.s thus asked to find other resources for these operations.
The group also asked that the criteria involved should be specified.

*

■a- •*

Resolution on the role of Multilateral Financing Institutions

No consensus could be obtained on this resolution because of
the important problems raised and the conflicting opinions expressed.



I. The orobien

The numerous problems connected with multilateral aid can

be outlined as "follows;

1) Many developing countries would like to see a raoid
increase in multilateral aid and some developed countries (USA^
share this opinion,,

On the other hand, some developing countries and certain
developed countries prefer to maintain the advantages of bilateral
aid0

2) The developing countries think that the time which elapses
between the granting of loans and their disbursement is generally
too long,

3) Interest rates are still considered to be too high.

With regard to this problem, it has been proposed that a

multilateral interest equalization fund be set up to help reduce

the cost of multilateral loans,

4) Finally, the Group of 77 proposed the transformation of
IBRD into a Development Bank,

Whatever the outcome IDA'S resources need replenishment.

II. The negotiations and results

There was no agreement among the developed countries on the
question of the advantages of multilateral aid as compared with
bilateral aid. Moreover, Group B as a whole clashed with the Group
of 77 on most of the points raised and especially on the suggestion
about transforming IBRD into a Development Bank,

As there was no compromise, no positive decision was taken.

One encouraging fact is that IBRD has since been somewhat
decentralized to enable it to come closer to its clients.
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SECTION IV

Resolutions ( A) on least developed countries,

landlocked and island countries

A. Least developed countries

I. The problem

The idea of special aid for the least developed countries

goes back a number of years but although the suggestion was widely
accepted, it was difficult to solve the problem of criteria<>

A group of experts decided on 3 criteria :

- Per capita GDP less than or equal to $ 100

- Manufacturing sector contributing 10$ or less tc the GDP,

- Adult literacy rate less than or equal to 20%„

Twenty—five countries have been thus identified,
l6 of which are in Africa. It should be noted that Nigeria was

proposed by the experts but was finally not accented.

AFRICA : 16 countries

Botswana, Burundi, Chad, Dahomey, Ethiopia, Guinea, Lesotho,
Malawi, Mala, Niger, Rwanda, Somalia, Sudan, Tanzania,
Uganda, Upper Volta.

LATIN AMERICA : 1 country
Haiti

ASIA and OCEANIA : 8 countries

Afghanistan, Bhutan, Laos, Maldive Islands, Nepal, ''"est Samoa,
Sikkim, Yemen.
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II. The negotiations

The Conference recommended the pursuit of studies on

criteria and on identification. This will certainly lead to an

increase in the number of countries on the list. It seems likely
already that in Africa, Mauritania and Togo will join the group.

During the discussion on criteria the delegate of Mauritania
drew attention to the fact that if profits repatriated and salaries
paid abroad to foreigners are subtracted from the GDP, 95% of the
population have an average income of less than 80 dollars.

Measures envisaged are of two sorts :

1) The general measures planned for all the developing
countries would be modified in such a way as to take into account
the situation of the least develop' d countries.

It is worth nothing that the Group B countries expressed
doubts as to the possibility of making this differentiation.

2) The UN General Assembly is invited to set un a Special
Fund to which the developed countries and multilateral institutions
would make voluntary contributions, and which would be used for
the development of the listed countries. i

As far as co-operation and regional economic integration is
concerned, a special regime is recommended for these countr:' es :

- permission to impose quantitative restrictions,
- temporary exemption from the application of common tariffs,

etc..

It should be stressed that, from the integration point of
view, the measures recommended arrear somewhat inappropriate.

With regard to the implementation of the resolution .itself,
if all the developed countries including the socialist countries even¬

tually agree on establishing a programme for special aid to the
least developed countries, concrete measures will still, have to be
found.
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It is true that attention should be drawn to the speech of

the Executive Director of UNIDO before the 6th Committee.

The Executive Director pointed out that in 1971 UNIDO had

spent 16% of the budget of its operations programme on these
countries, i.e. a total of 2.6 million dollars went to the 25
least developed countries. He particularly recommended development
of pilot projects such as those in Rwanda and Sudan (foundry) so

as to create viable industries.

The outcome will therefore probably be much more along these
lines, based on an increase in the resources of the Special Fund.

We, at any rate, believe this, for it cannot be denied that in
practice it would be extremely difficult to discriminate in the
application of the general measures, for instance those concerning
non-tariff obstacles or transfers of technology.

B. The landlocked countries

The landlocked countries, the CAR and Mali for instance,
have special problems which UNCTAD discussed.in New Delhi.

The measures planned are first of all special technical
and financial aid aimed at industrialization and increasing these
countries* exports.

In particular, the measures recommended fcr these countries
include assistance with :

- road transport, rolling stock, the extension of existing
railway lines in transit countries to the landlocked

countries, the improvement of navigability on inland
waterways and air transport;

postal services and telecommunications networks;

- pipelines for the transport of oil and natural gas if
they are available;

- the installation of storage and related facilities and of
transit areas for landlocked countries in the transit ports.
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From the institutional point of view, the Regional Economic
Commissions and the United Nations Economic and Social Councils

have been asked to out forward proposals on the problems of
landlocked countries,

C« Island countries

The resolution recommended a meeting of a group of experts
to study the problems of these countries and to make recornendat:' ons.
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SECTION V

Manufactured floods

Resolution on the generalizaiion of nreferences

I. The problem
""""

• ■;î •

With a view to promoting the budding industries of
developing countries by opening u^ wider possibilities for their

exports, the developed countries admitted the principle of

granting tariff preferences» This is the Generalization of Preferences

System (GPS).

In principle, these preferences are general and non-reci¬
procal and are applied without safeguard clauses but subject to
safeguard mechanisms (quantitative ceilings and tariff quotas)»

1) They are general in the sense that they apply to all
manufactured or semi-manufactured goods from developing countries.

Products affected correspond to chanters 25 to 99 of the
"Brussels Tariff Nomenclature" (B.T.N.).

2) They are non-reciprocal in the sense that a developing
country benefiting from general preferences in an industrialized
country is not obliged to give preference to the latter.

3) In principle, the industrialized countries should give
preferences without safeguard clauses.

However, several industrialized countries have adopted

safeguard mechanisms by setting quantitative ceilings and tariff
quotas for each category of goods (cf. EEC's vulnerable goods).

The GPS ~.s extremely complicated and only really interesting
in its practical applications.
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Eighteen countries with market economies are participating
(or have declared that they would participate} in the GPS. Australia
set up a preferences systen in 3966. The European Economic Commu¬

nity and the OECD countries made their first proposals to UMCTAD
in Geneva on 14 November 1969 and subequently put the system into
practice.

Tt must be pointed out that for certain countries, the
application of the system will involve very lengthy legislative
procedures and that, theoretically at least, the proposals could
be rejected by Parliaments despite the good intentions of the
Governments concerned.

How does the GPS work in practice?

l) In principle, it applies only to the manufactured and

semi-manufactured goods under chapters 7,5 to 99 of the BTN. The

principle is applied wholly only by the EEC but with quantitative
community ceilings and, fcr products under chapters 1 te 2 A,
application of the escape clause.

All the other countries have drawn up lists of exceptions.

- Austria, for instance, excludes starch products (chapters
38 and 39 NDB) as well as certain albumin products
(chapter 35).

- Canada excludes various textile products, gloves, e3.astic
braid.

- Ireland excludes superphosphates, leather and footwear,
brooms and brushes and certain textiles.

- Japan excludes oil products, hide, sinews, clothing,
counter-veneered wood, shoes.

- The USA excludes shoes, petroleum and petroleum products.
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- The United Kingdom excludes spirits, matches, hydro
carbon oils.

- Switzerland excludes petroleum products and engines and
spare parts for vehicles.

It is also to be noted that since 1965 the USS1! has

allowed all products from developing countries dutjr-free entry.

Objection raised by the developing countries.

The developing countries pointed out that, in addition to
their lists of exceptions, the developed countries obstruct the

functioning of the system bjr instituting non-tariff barriers (see
resolution on this subject).

They noted that several developing countries have so far not
applied their preference schemes whereas they had pledged to do
so as soon as possible in 1971.. Other developing countries started
applying the GPS but stopped. Still others are not allowing certain
developing countries in the group of 77 to benefit from the system.

So far, the sole purpose of claims is to press for the
wholesale application of the system.

2) The application by the developed countries of different
criteria regarding the origins of products leads to difficulties.

To begin with, it must be noted that it is legitimate for
donor countries to satisfy themselves that goods benefiting from
preferences reall?/ come from developing countries to which the
preferences are given. For instance, can a company in Lagos import
spart parts for Swiss watches or for Japanese radio sets, assemble
them and circulate them within the EEC under the preference system?

The difficuZ-ty here lies in the fact that each receiving
country applies its o'^m rules regarding origin, whereas it would
be desirable to have a uniform system. Generally , however, when
goods have been entirel;?- produced in a beneficiary country or when
components that are imported or of unknown origin have been

»

r
t
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substantially transformed in a beneficiary country, the products
considered as originating from that country.

In the case of processing, consideration is given to the
magnitude of the value added as compared with that of the imported
primary commodities, but different importing countries apply
different percentages.

II. The negotiations and results.

The 3nd Committee had to deal v/ith a number of resolutions

- a resolution by the Group of 77 dated 3 May and amended
on 10 May.

- a resolution sponsored by Australia, Belgium,
Canada, Denmark', Spain, United States, Finland, France,

Greece, Ireland, Italy, Japan, Luxembourg, Norway,
New Zealand, the Netherlands, Portugal, Federal Republic
of Germany, United Kingdom, Sweden, Switzerland and
Turkey.

- a resolution by the drafting group.

To illustrate the many divergences of opinion between the
two groups, we may simply note that the industrialized countries:

- refuse to apply the GSP to all member countries of the

Group of 77 and consequently would not accept anjr recom¬

mendation to that effect.

- reject the idea of a Special Fund for industrialization
and technical co-operation.

- reject the possibility of solving the problem of inverse

preferences by concertation betxveen the narties directly

involved.
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Another difficulty is the attitude of the associated African
countries which consider that a generalization of preferences
resulting in having to share their advantages with others would
create difficulties for them,,

In the final analysis, these countries more or less supported
the idea that access to the markets of other developed countries

would open up new export possibilities thus compensating the
partial loss of advantages resulting from previous special orefe-
rences.

The conference finally adopted, without opposition, the
amended resolution of the drafting group which included :

- among the lists of preferences, the processed primary
and agricultural products mentioned in chanters 1 to 4 BTN.
It may however be noted that the develooed countries had

already granted that concession but in the form of a positive
list draxvn up by the donor countries. This therefore merely
is a generalization.

- the generalization of preferences applied to products in

chapters 25 to 99, i.e. the suppression of the
exceptions lists;

- the suppression safeguard and escape clauses as well as

all non-tariff barriers.

A Special Preferences Committee was set u^.

*

* *

Resolution on ex-sort promotion

This resolution, the purpose of which has been clearly
stated in the Secretariat's document TD/l23> stems from the idea
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■that it is particularly difficult for a developing country to
forecast its exports.

For this reason the Conference, following the directives
contained in studies conducted by the Secretariat, recommended
the creation of specialized services in exoort nronotion (identi¬
fication of markets, growth of consumption and training) „ Further¬
more ,an appeal was made to the developed countries for the exchange
of information, assistance with standardization, the organization
of trade fairs, and technical and financial aid to national, and

regional trade promotion centres.

It is worth noting that the developing countries expressed
satisfaction with the UHDP's large -scale technical assistance
project already in progress, which gives soecial attention to

training and consulting services within the framework of the GSF and

therefore directly affects exports.

Finally, the President of IBRD stated that in order to

achieve the obj'ectives of the Second Development Decade, developing
countries should increase their exports of their best selling
manufactured goods by 15% per annum.

The resolution was adooted without opposition.

*

Draft resolution on trade relations and development

The problem of trade relations and development was the

subject of an initial resolution by the Group .of. 7.7.which was
- '

subsequently amended.

The draft resolution was very general and only dealt with
questions which had already been the subject of soecific resolutions.
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This was another example of the very unfortunate tendency for
the sane questions to be dealt with over and over again at the
Conference.

The points dealt with in particular in the resolution were

as follows :

- the need for an international division of labour

- the status quo with regard to non-tariff obstacles

- the International Community's responsibility for elimi¬
nating the obstacles to economic growth of the countries o

the Third World.

- the need for special programmes.

- the participation of developing countries in consultations
and decision-making on trade and monetary affairs

- the need for large-scale transfers of technology.

- participation in trade in invisibles

- the right of the developing countries to disrose of r,

their natural resources

- the environment.

As the various points of the draft resolution were dealt
with elsewhere , no decision was taken.

#

* #

Resolution on multilateral trade negotiations

I » The orobien

As more than three-quarters of the exoorts of the

developing countries are absorbed by the developed countries,
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GATT has followed up this problem of trade expansion for the
developing countries for the last ten years while at the same time
examining the problems of free trade in general,

1st Phase

In 1958 a study commissioned by GATT and carried out by
Professor Harberler on trends in international trade showed that

the relatively slow growth of the developing countries in inter¬
national trade was to a great extent due to the different obstacles
placed in their way by the developed countries, including the
obstacles constituted by customs tariffs. Different measures were

then advocated but without much effect,

2nd Phase

The Kennedy Round of I964 - 1967 grouping 48 countries, 19 of
which were developing countries, dealt once more with the question
and succeeded in substantially reducing the tariff obstacles as

compared with the preceding period, a reduction which amounted
to 36% on industrial products. The main obstacles still remaining
concerned agricultural primary products,

3rd Phase

The developing countries then pointed out that the Kennedy
Round had, in the last analysis, only brought about an equal
distribution of the results of the negotiations which were still to
the advantage of the developed countries, four of the main bene¬
ficiaries being the EEC, USA, Great Britain and Japan.
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II. Scope of the résolution

The resolution recalled the rules that should be observed
in multilateral trade negotiations:

- The negotiations should favour the developing countries
and should in no way be prejudicial to then, the
advantages to be granted not being in any way reciprocal.

- If the results of the negotiations have an adverse effect
on the preferences enjoyed by the developing countries,
the developed countries should make amends to then.

- There should be a sharing of markets in the developed
countries for products from developing countries.

- There should be no discrimination among developing coun¬
tries.

- The developing countries should participate full_y in
the preparatory work for the Conference planned for 1973»

In practi.ce, therefore, all problems involving trade will
therefore be discussed again at GATT : primary commodities,
stabilization, obstacles to trade, etc. This shows how important
the conference will be .

Spec7_al attention must be paid to the procedure to be adopted,

*

* %

lesclution on restrictive business practices

The Problem

This is a very wide-ranging question : there is little
information available about the restrictive business practices
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which hamper the export of manufactured goods from the developing
countries. Possible factors are :

In the field of trade ;

- policies of the governments of developed countries

- import cartels in the developed countries

- agreement on standards.

In the field of production :

- licences, patents and agreements on techn:
and trade-marks.

Lques, know-how

- limits set to production in subsidiaries installed

in developing countries by parent companies in the
developed countries.

Scope of the resolution

The resolution, referring to paragraph 37 of the world
development strategy fer the Second Development Decade which recom¬

mended the identification of restrictive business practices, notes
with satisfaction the stud5.es already carried out by the UNCTAD
Secretariat and suggests the establishment of a special group of

experts on restrictive business practices.

The.developed countries were of the opinion that the

Committee on manufactured goods could do the job without it being
necessary to set up a new working grouo.

As the resolution merely called for studies to be conducted,
it was adopted without opposition.
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Resolution on non-tariff barriers

Similarly, this is essentially a question of identifying
non-tariff barriers to trade between developing and developed
countries o

A detailed report by the Secretariat dated 31 January 1972
gave a very impressive list of such barriers.

Quotas and licencing regimes, limitation of exports (for¬
merly referred to as"voluntary limitation of exports* in the sense

that they were decided by the developing countries at the request
of an under pressure from the developed countries), embargoes and
bans imposed on importers, purchasing policies within countries,
regulations on the quality of local products, variable and direct
supplementary taxation of imports, preliminary deposits, obligations,
antz—dumping duties, compensating duties, credit restrictions,
direct or indirect subsidies, quantitative limits with regard
to marketing, regulations on packing and labélling, sanitary
regulations and security standards, fiscal measures, customs for¬
malities, etc.

One of the most interesting point is the identification of
the non-tar.iff barriers against current products set up by. the
generalized system of preferences.

These points, like those in the preceding resolution, will
obviously be discussed within GATT.

* *

Resolution on the impact of regional economic groupings
of developed countries on international trade

Ho resolution has been as much the subject of controversy
as this one.
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The developing countries, with the "EC apd Ccmecon

particularly in nind, are afraid that the reinforcement of these
economic communities nay bring about a reduction in inoorts from-
the developing countries, introduce discriminatory practices and
create new obstacles which would call the status quo into question.

The problem is therefore to know whether the economic
communities in question give priority to achieving their own
economic integration or that of the developing countries or whether
different interests that are at tines contradictory can be reconciled
The question is a difficult one and for the moment only nragmatic
solutions seen possible.

Kence no resolution was presented to the Conference.

*

_ : * • • * ■ -■

Resolution on international sub-contracting

The simplest case of sub-contracting is the operation by
which a firm commissioned to carry cut an entire oroject, for machi¬
nery for instance, signs a contract with other firms to make the
individual components which it subsequently assembles. From the
international point of view, companies benefiting from sub—contrac¬
ting may come from different countries„

The Secretariat's opinion was that by benefiting from
international sub—contracting the developing countries could diver¬
sify their economies to a greater extent, intensify their manu¬

facturing sector, increase their exports of manufactured
products, earn foreign exchange and improve their balance of payments



UNIDO has alreadjr been asked to carry out a studjr on

sub-contracting.

On both the national and the regional level, the organiza¬
tion of sub-contracting would be carried out through a special
office which would receive tenders from abroad and distribute them
among the national or regional companies concerned.

In this resolution, -which was adopted without opposition,
the Conference recommended measures likely to encourage international
sub-contracting.

* *

Resolution on adjustment assistance measures;

The General Secretariat and the developing countries had
placed a great deal of hope in the idea that the developed
countries could assist some of their ówn declining industries which
are competing with industries in the developing countries
so that these declining industries could be converted to the
production of other goods.

The developed countries simply said that this matter did
not concern the developing countries and that acceptance of the idea
would create real problems with political and social bearings.

-Lne resolution was, however, adopted without opposition.

*
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SECTION VI

Resolution on relations between countries

having different économe and social systems

Various methods of improving economic relations between the

developing and the socialist countries had been studied at length
by the Secretariat.

According to the socialist countries, differences in social
structures should not impede the establishment of economic

relations beneficial to both parties. Moreover, the USSR often
recalls that it is the only country to grant all the accepted prefe¬
rences to all the developing countries without insisting on reci¬
procity.

Co—operation should therefore help solve the various nroblens
connected with : -

1) trade within the context of different marketing systems;

2) payments arrangements and the need to use either

convertible currencies or other facilities in addition
to bilateral arrangements;

3) identification of fields and types of technical
co-operation;

*
...
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SECTION VII

Resolution on insurance and re-Insurance

A resolution was adopted asking the regional and interna¬
tional finance institutions to provide assistance for the esta¬
blishment of insurance and reinsurance services in the regions and
sub-regions of the developing countries.

It will be recalled that the ADB has already conducted
a study on this question.

*

* *

Resolution on tourism

The first resolution to be adooted without any difficulty
was on the promotion of tourism.

*

* * . ..

SECTION VIII

Resolutions on maritime transport

The six resolutions can be grouoed together and general
observations submitted.

The developing countries which, generally sneaking, are at
a disadvantage with regard to sea transport, wished to discuss
almost all the aspects of this issue.
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Frelrfot' rates (Resolution adopted)

Unstable or excessive freight rates have a harmful effect
on the developing countries.

The resolution on freight rates asks for :

- the amendment of maritime conference orocedure so that

sufficient notice of at least six months is given in the
event of a general increase in freight rates and at least
three months in the case of increases in freight rates
on individual commodities;

- justification for any such increases;

- the granting of promotional freight rates in favour of
exports from developing countries.

*

*

Code of conduct for the liner conference system

The problem

No problem is at important, as complex and as difficult for
the developing countries as this one.

Briefly, since the freight rate is a determining factor in
the price structure of exported goods, it is an element influencin
the competitiveness of products from the developing countries.
However, freight rates are fixed by very long-standing oractices
decided on almost exclusively by ship-owners on the one hand and
by shippers on the other.
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For shippers, freight rates have to cover the various costs
and the profits required but what precisely are these costs and
what is a "reasonable" profit?

And this, in fact, is one of the simplest aspects of the
robiem which can be presented differently according to the ship¬

ping line involved, the parties in question and the region concert:

In any case, unfair freight rates are a constant temptation
and have been applied for centuries.

The very elastic profit margins in this business are the
cause of what are described as unfair practices : one ship-owner
will be tempted to grant special tariffs to a particular shipper,
either directly or indirectly in the form of commissions, rebates,
or fictitious rate reductions.

In addition, monetary phenomena (devaluation, revaluation,
floating, etc.) affect freight rates, thereby causing upheavals in
prices in a sector which is particularly sensitive tc price
variations, especially when the products exported provided very

small profits or when the production process already undertaken
cannot be halted, as in the case of primary products of African
countries.

How then can all the conflicts which may result from these
practices be settled?

So far, the liner conferences have been responsible for

determining settlement procedures and for defining negotiations.

The Committee of European National Ship-owner's Association
(censa) in collaboration with the governments of Belgium, Denmark,
Spain, Finland, France, Greece, Italy, Japan, Norway, Federal
Germany, the United Kingdom and Sweden, had. the "code of conduct
for conferences" circulated during the Third UNCTAD meeting.
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The Group of 77» in -turn, submitted "a resolution together
with a draft code on.Liner-conferences, which took better account
of the interests of developing countries.V. • •

. ;

Having accepted the idea of preparing a code, the develooed
countries proposed that a special committee be set up at the Ui-ICTAD
Secretariat, composed of government experts who would be commis¬
sioned to prepare the new code.

After lengthy discussions, the Group of 77» having meanwhile
amended its first draft, a compromise resolution, considerably
reduced in scope, was adopted.

The only conclusion to be drawn from the discussions is that
there seems little likelihood of solving the problems in the near
future and that, in any case, African countries should come together
to decide on solutions likely to safeguard their interests.

*

* *

Combined transport of goods

The developing countries would like a share of the inter¬
national transport business, hence they submitted a resolution
which gave rise to lively discussions.

The final resolution refers to the Intergovernmental
Preparatory Group set up by the Economic and Social Council, whichhad already met in February-1972. The-resolution asks for a detailed
study of the subject.

* *
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Resolution on the development of shipping

in developing countries

The developing countries merely wish to acquire merchant
narines, to compete with the developed countries, through an

appropriate credit policy and interest rates not exceeding 5% ner

annum

*

•H- *

Resolution on the development of oorts

The resolution on the development of ports recommends :
"that regional economic commissions, relevant regional organizations
and regional financial institutions should be enabled through
adequate funding to assist in port and related inland transport

development in developing countries in an appropriately integrated
fas.iion with support, as appropriate and if requested, from the
UIJCTAD Secretariat."

#■

* *

SECTION IX

Resolution on the transfer of technology

Position of the problem

It should be recalled that for more than five years, the
United Nations have been preoccupied with the problem of the transfer
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if technology, -Some fifteen interesting documents were distributee
to the participants during the meeting.

The problem has been considered from the following practice
aspects :

- engineering studies

- feasibility studies

- turnkey contracts

- licensing agreement

- technical assistance (public or private)
- training programme.

Research has therefore been conducted into the above items
co determine the means that can be used for the transfer of techno

logy and also the obstacles which hinder such transfers.

IT oget 1 at 1 ons

The main stages of the negotiations were :

- The draft resolution submitted by the Group of 77.

- A draft resolution submitted by Grouo B.

- A compromise draft resolution by the Chairman later
supported by the working party but still containing
various points on which there was disagreement between
the developed and the developing countries.

The final resolution, adopted without opposition, deals wit
ail aspects of the problem, namely :
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1. Institutional arrangements within UNCTAD

The resolution endorses and encourages the work of UNCTAD
with the aid of an inter-governmental group which had already
drawn up an interesting working programme,

2. Access to technology

This is the real substance of the resolution. It indicates

the means of transferring technological skills to the developing
countries from the developed countries, including the socialist
countries, and asks for intensification of such transfers.

3. Improvement of scientific and technological infrastruct-\; v

The resolution encourages the development of regional,
sub-regional and international infrastructures which are likely to
create and maintain the sort of scientific milieu capable of

adopting, maintaining and improving imported technology.

The resolution ends with a consideration of the financial

Implications of such assistance.

*

* -x

SSCTIOH X

Resolution on regional economic integration

The resolution takes note of the successes achieved in
connexion with regional integration, the importance of such
integration and the desirability of encouraging it.



It is interesting to note that UMCTAD III took into
consideration the important role that should be played by regional
development institutions, such as regional banks.

*

*

Other subiects

The Third UNCTAD meeting was also concerned with various
otner matters which we have not considered here simoly because
they xvere the subjects of very general resolutions which could not,
at this stage, raise any difficulties : environment, disarmament,
etc.

*

*




