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CONSIDERATION OF DRAFT REOLUTIONS (Conference Room Papers Nos. %7 10,
17, 18, 19 and 23)

Draft Resolution of the Worldngz Group on Hultilaberal Compensation

— ———

Operations (Conference Room Paper No. 17)

Ir. CAMPS (Argentina) presented the draft resolufion submitj:ed
by the working group on multilateral compensation operations. The group's
work had been based on proposals submitted by the delegations of Ecuador,
Brazil, Peru, Uruguay, Argentina and Chile. The final version of the
draft resolution had been unanimously supported by all members of the
working group and by the United 3tates delegation.

The draft resolution (Conference Room Prper Ilo. 17) was unanimously
approved.

Draft Resolution on Terms of Trade Presented by Brazil, Bolivia,

. —— e W

Argentina, Uruguay and Guctemala (Conference Room Papers Nos. 7, 10,

18; 19 and 23)

¥ FASTORT (Urnguey), svepurted by dNr. BUIZ {Chile), pointad
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out that the five draft resolutions submitted on terms of trade covered
substantially the same points and proposed that, in order to save time,
a sub-committee should be appointed to produce one or if necessary two
consolidated draft resolutions embodying the points included in the
original five.

Mr. ASHER (United States), afier some discussion on the
procedure proposed, said he would give an. outline of his delegation's
general views on the question of terms of trade to assist the sub-committee
in its work.

During the last few years a number of proposals had been made at
international meetings with the aim of establishing an equitable
relationship between the prices of primary products and those of
manufactured goods. At the last session of the General Assembly, a
resoluticn (General Asserbly resolution 623 (VII)) had been adopted
requesting the Secretary-General to appoint a small group of experts
to prepare a report on practical measures which might be taken to achieve
such an equitable relationship. Although his Government had -opposed
that resolution and a similar resolution adopted at the meeting of the
Inter-American Economic and Social Cpuncil in Caracas, it was awalting
the submission of the experts’ report with interest. His Government felt,
however, that pending the submission of the report and its consideration
by the Economic and 5ocial Council, the adcobion of further resolutions
by subsidiary bodies would be premeture and unlikely to clarify the
situation.

The United States' position had not changed since the General
Assenbly. ;t still saw grave objections to any price-fixing or parity
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price schemes, not because it was opposed to the principle of fair prices,
but because of the practical difficulties involved. The only effective
way of establishing prices was through the normal play of economic forces,
and the prices so fixed were those most likely to be conducive to economic
progress since they were the most reliable guide to the profitable use of
resources. As he had already emphasized, economic prdgress required
flexibility. His Government was, however, prepared in the case of certain
products which were particularly susceptible to price fluctuations, to
consider the feasibility of #n internationsal stsbilization programme for
such commodities.

Even greater difficultics than those involved in determining a fair
price for a particular commodity wore encountered when an attempt was
made to decfee an equitable relationsiiip between the prices of different
categories of goods. It was simply not possible to determine fair prics
relationships by edministrative measures. The factors affecting
production changed and those shanges rust bhe reflected in new price
relationships.

As he had already pointed out, the prosperity of the Latin-American
countries was dependent on inereased production rather than on terms of
trade for any singlg group of nations. The most important factor in
economlc development was technological progress and that would only be
hampered by the establishment of fixed prices. A similar conclusion had
been reached by the group of axperis avpointed by the Secretary-Gereral
two or three years previously to report on "lMeacures for Internaticnal
Economic Stability".

/He urged
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He urged the Committee to wait for the submission of the report by
the new group of experts before making any policy pronouncement on the
subject. :

Mr. NORIEGA MORALES (Guatemala) commenting on the United States
representative's remarks, said it was well known that the United States
had alwa&a been opposed to any administrative mechanism for .the freezing
of prices. He himself doubted whether any mechanical device could be
satisfactory. The prcblem was one of extreme complexity and required
goodwill and co~operation by the best brains available if any adequate
solution were to be found. Zveryone was fully conscious, however, of
the inequity in the structure of price relationships between industrialized
and other countries, and it was urgently necessary to seek not a rigid
administrative forrmia but a fundamental solution, if serious conflicts
wers o be avoided.

His delegation helieved that results might be achieved if attention
were devoted to certain positive aspects of the question. One possible
solution was the adoption of conerete measures to promote the processing,
for export, of products in the raw material producing countries
themselves, which would indirectly lead to an impr;vament in price
relationships. That step by itself was not however sufficient; it must
be accompanied by a considerable reduction of tariff and trade barriers
on the part of the industrialized countries.

Such measures would provide a long-term solution to the problem
but it was also essential to devise sone short~term measures,
adminisbrative or otherwise, which would impreve the terms of trade of
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the under—developed countries. Those with a single~comodity éaconorrw
were particularly vulnerable since their whole“éconbmy mlght be TF
dislocated by the imposition of excessively low prices By a country
whith had the monhopoly of the buyer's market. s
Everyone was awaiting the report of the group of experts with
interest, but the problem was of such dee? concern to the under-developed
countries that they could not suspend their consideration of it in. the
ﬁeantime. He urged the worlking group to be appointed to consider the
draft resolutions not to under-estimste the gravity of the situation or
the human anguish involved. It must be remembered that the free interplay
of economic foreces could only occur where there were dynamic factors and,
if circumstances remained statlic, those countries already.in an unfavourable
position would continue to suffer more than others.
Mr. GODFREY (United iingdom) agreed with the United States
representative that since the problem was already under consideration
by a group appointed by the Ceneral Assembly, it appeared preferable to
await the report before talking further action. BEveryone was agreed that
Just and equitable prices were desireble, but the prob’le:ﬁ of achieving
them would not be: solved by the mere adostion of another résoiﬁtion.
He felt that any attemut to confine the relatiohship bé-tween prices
of raw materials and manufzctured goods within a rigid fra.mewofk would
have the opposite effect to that desired, since growth and development
was a dynamic processe. Moreovef, he failed to see how such a relationship
could be fixed, in view of the fact that the pr:".ce.of raw materials was
one of the factors directly influencing the price of manufactured Ag‘;oo-ds.

/The possibility
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The possibility of technological progress, to which the United States
representative had referred, was another incalculable factor affecting
price determination.

Finally, he felt that the draft resolutions laid undue stress on the
question of terms of trade. The most important single factor for the
economic progress of Latin America was an increase in total préductivity.

Mr. COTTIER (France) said his country had always been favourable
to stabilization of raw material prices and had already entered into some
agreements relating to basic produéts. He doubted whether the question of
the establishment of equitable prices could be studied satisfactorily
until the group of experts had submitted its report, and he emphasized
the enormous practical difficulties involved in fixing such prices. He
did, however, advocate the coﬁclusion of international agreements which
would fix prices for basic commodities taking into account the conditions
of the market, so as to avoid any undue rise in the prices of manufactured
goods which would be to the detriment of all concermed.

Mr. ZAMORA (Mexico) étated that his delegation fully agreed with
the views expressed by the Guatemalan representative for the following
reasons. First, the General Assembly resolution to which the United
States representative had referred (623 (VII) ) was very broad in scope.
Its various consideranda and recommendations corresponded to those set
out in the draft resolutions before the Committee. The Committee was
therefore in reality reaffirming that resolution = a reaffirmation made
necessary because of the peculiar economic conditions of the Latin-
American countries.

Secondly, the draft resolutions had been criticized on an erroneous
assumption. Not one of them suggested that fixed price levels should be

/determined. It
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determined. It would obvicusly be wréng to believe that price fixing
could solve the basic economic problems involved.

Lastly, it had been asserted that the Latin-American countries had
forgottén the most constructive method of solving their problems: ecopomic
dévélopment. On the contrary, that was their chief aim and the suggestion
in one resolution that processling of primary products should be encoﬁraged
indicated their desire o intensify industrialization.

Mr. MANGIA (Brazil) said that the Brazilian delegation found nb
fundamental contradiction betwsen the proposals before the Committee and
the views of the United States. The pmoblem'of terms.of trade and the
disparity between prices of primary and mznufactured products was not
confined to Latin America alone. No general solution had as yebt been .
found, largely because of the interplay of world economic forces. In
view of the fact that the expert studies initiated by the United Nations
had not yet-been concluded, the Brazilian gelegation had preferred to
leave its draft resolution flexible, nerely rccognizing the existence of
the problem, and the need for further study in order to point the way to
a definitive solution. |

Mr. MARTINEZ (Argentina) welcomed the statement that the United
States Government was desirous of secing just and equitable prices offered
for raw materials. He‘ﬁoq agreed that it would be hard to find a practiecal
solution to the problem but that shouvld not deter the Commission from
taking further action. It was the appropriate body Lo do so on behalf of
the Latin-American countries.

He further recognized the impossibility of establishing a rigid system
of parity prices. To do so now would'bé merely to ratify the existing

/inequitable =c'**
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inequitable position. Efforts should rather be directed to finding means
of improving the terms of trade. And administrative machinery did not
appear to be the appropriate instrument. The United Kingdom representative
held that the solution lay in greater productivity, by means of economic
expansion. What would be the net gain to the Latin-American countries

if the final result proved to be a drop in world prices, with resultant
loss of revenue? Ixport prices had to be defended.

The Argentine delegaticn did not believe that the studies advocated
in the draft resolutions were contrary to the terms of General Assembly
resolution 623 (VII)e The most logical procedure now would be to have
the fiwve texts combined in a joint draft resoluticn before debating the
opposing viewpoints further.

Mr. HUDICOURT (Haiti) observed that the positions taken up by
the various countries wers subs'.;a;*xtially the same as when the subject
had been first broached five years ago. The present.discussion showed
there clearly were two bloes: the Latin-American countries, requesting
further study, and the industrial countries, stating that it was useless
to make further study for the time being. He felt there was no reason

. why further studies should not be carried out on the guestion by the
Commission. No one expected an immediate solution to emerge from the
further studies now advocated, but gradual progress would be made.

The faet that five countries had submitted resolutions on the mafter
was a measure of its importence and the extent to which they agreed‘ on
adms and methods pointed to the need for a combined text. Three of Lhe
draft resolutions raised the questicn of the processing of raw materials.
The Bolivian draft sought the removal of diserimination in the consuming
marketss The chief faztor involved was no longer pr' . rei:. - .st.;:

! .
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but eustoms barriers, preferential tariffs and so on. That was.aﬁ asﬁect
therefore that might be dealt with immediately withoubt awaiting the
report of the United Nations experts. Also, it should be noted that the
drafts included recommendations to governments. |

He also advocated the deferment of further discussion until a joint
text was before the Committee.

Mr. MEJIA PALACIO (Colombia) recalled that the doctrine of a
just relationship between prices of raw materials and manufactured
products had been established nine years»earlier at Chapultepec, with
the assent of the United States. Since that time, it had been Colombia's
consistent policy to seek in all international orgsns to encourage the
study of basi¢ problems relating to tems of trade. His Govermnment's
position had not changed.

The United Nations had anpointed an expert group for the purpose at
its seventh session, but there was a group of countries in the western
hemisphere, with cormon interests, that would prefer to have an additional
study carried out, related directly to their particular situation. ECIA
could provide the best means for an exchange of their views.

The text of any joint draft resclution that was prepared should be
brcught into line with the wording of previous international decisions,
particularly those taken at the recent IA-ECOSOC session.

Mr. RUIZ (Chile) said that his delegation had already explained
its position on the matter. The basic problem was caused by the
substantial difference in income levels in the under-developed and the
highly industrialized countries respectively. So long as that disparity
persisted, the under-developed countries would continue to suffer from

/Jwifavourahis Lons
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unfavourable terms of trade. The solution, he agreed, lay in
diversification of the structure of their economies, and increasing
productivity. For that, however, a certain degree of assurance that
world prices would remain stable was neeessary. He had therefore been
glad to hear the United States’ statement, since Chile's stability
depended to a large extent upon continued United States prosperity.

Mr. PASTORI (Uruguay) failed to understand the opposition to
the proposals in the five draft resolutions. The importance, complex
nature and interest of the problem had been recognized by the General
Assembly resolution 623 (VII). Morsover, if as the United States and
United Kingdom representatives had affirmed, they felt that there should
be an equitable relationship between the prices of raw materials and
manufactured cormodities, then there was no valid reason why the studies
advocated should not be carried out. |

The United States representative had asserted that in effect prices
on world markets were determined by the free interplay of supply and
demand. That was not so for most raw materials, since the interest of
the buyer who in most cases exercised a virtual monopoly was a significant
factor. That aspect had to be borne in mind.

The United Kingdom representative had queried the possibility of
establishing a relation between the prices of raw materials and
manufactured goods. Studies should be carried out and ampiified
precisely because of the complex nature of the questioa.

Mr. CARDENAS (Fcuador) said that a study of all aspects of the
matte? was essential. In the past, the industrialized countries had
imposed fixed prices for raw materials that had been disadvantageous
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to the producer countries and slowed down their rate of development.

The Ecuadorian delegation would therefore support any draft
resolution proposing further study of the matter. He agreed that the
encouragement of national processing of raw materials would provide a
long-term solution to the problem. Shorter-term means should, however,
be energetically sought.

The CHATIRMAN recalled the Uruguayan-Chilean proposal to set

up a sub-committee to combine the five draft resolutions submitted on

terms of trade.

The proposal was adopted.

The meeting rose ab 1 pemn.

B e s








