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NOTE BY THE SECRETARTAT

At its tenth session, held in Santiago, Chile, from 12 to
1, February 1964, the Committee of the Whole of the Economic Commission
for Latin America (ECLA) requested the secretariat, in resolution 241
(AC.57), to convene a meeting of the ECLA Trade Committee, after
the United Nations Conference on Trade and Development (held in
Geneva from 23 March to 16 June 1964)., The resolution refers to
the need for concerted action on the part of the Latin American
countries in the field of foreign trade and development, particularly
during the Geneva Conference, and subsequently, throughout the
negotiations directed towards the establishment of a new order
and new principles in international trade which will adequately
safeguard the interests of the developing countries. Consequently
the meeting of the Trade Committee will have the principle aim,
in accordance with the ECLA resolution, of "evaluating the results
achieved at Geneva and formulating specific recommendations to the
Latin American Governments on the trade policy that should be
pursued in the light of those resulis®,

The United Nations Economic and Social Council, at its
thirty-seventh session, adopted a resolution expressing its appreciation
of the assistance given by the regional economic commissions and
their secretariats in the preparations for the Conference on Trade and
Development, and asks them to make a detailed study of the recom-
mendations adopted by the Conference, and to continue their activ—
ities with a view to the implementation of those recommendations
in the field of trade and. development.

In compliance with these two resolutions the secretariat has
invited the States members of ECLA to participate in the fourth
session of the Trade Committee, to be held in Santiago, Chile, from

-9 to 13 November 1964,

To facilitate the Committee's work, the secretariat has
prepared the present document, which analyses the recommendations
.of the Geneva Conference and the opportunities that those recom-
mendations provide for the Latin American countries to continue
their concerted action to increase their share of world trade
and accelerate their economic and social development,
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I
GENERAL CONSIDERATIONS

1. Background data

An indispensable prereguisite fof the reduction of the wide gap

" between the absolute levels of real income in Latin America and in the

developing countries is the removal of the formidable obstacle constituted

by the weakness of the Latin American external sector at the present time,

Even a slight acceleration of the rate of growth - if it could be achieved
in the circumstances in which Latin Americals international trade is

currently developing =~ would give rise to a considerable aggravation of

- the foreign exchange deficit. If the growth in question is to be made

possible, Latin fmericals external trade must be expanded on the basis

of a substantial increase in its traditional commodity exports, together

“with the development of exports of new lines of production; and the

increase in its total foreign exchange income must be steady and lastings,

In other words, Latin America must secure easier access to the importer

‘markets, must diversify its exports and must seek means of mitigating the

sharp fluctuations to which the volume of its external sales is subject,

‘as well as counteracting the detrimental effects of the existing terms

of trade, _ .
This expansion of its foreign trade and the concomitant acceleration
of its economic develomment imply, for Latin America, the investment of

more substantial resources than its low level of internal savings and its

‘scanby capacity to import can afford. Hence, external financing'facilities

to supplement internal resources and efforts should be made available on

‘terms somewhat different from those which by now are becoming traditional

in the world economy.

A11 this would mean, in the last analysis, a compléte metamorphosis
of the existing state of affairs, entaiiing radical changes in the structure
and flows of world trade and the overhauling of the institutional system
and machinery by which it is governed today. ’

/In face
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In face of the magnitude of this basic problem, which transcends
the purely economic sphere and affects the regionts social and political
life, the Latin American countries'meoﬁditionallyl supported the proposal
that a United Nations Conference on Trade and Development should be
convened. The meetings held at Brasilia and Alta Gracia, prior to the
Conference, enabled the Latin Amem.can Govermnen‘ts to establish a common
platform. At Bra.s:.lla the govemnc.nt experts considered a document
prepared by the ECLA secretarla‘t (R /CN.,12/693) and adopted a set of -
conclus:.ons which the representatlves of the Govermments of nmeteen
Latin American countries, under the auspices of the Organization of
American States (0AS) » subsequently reviewed at Alta Gracia. I'b was
the Charter of Alta Gracla, agreed upon on that occasion, which was to -
determine the attitude of Latin America’at the Geneva Conference. - By
this means, not only the principles and objectives shared by the countries
of the reglon but also the procedures for their joint action were established,

The platform thus concerted covered, in essence, the following points:

(a) The expansion of the developed countries?! markets for the
commodities produced by the developing countries, and the institution of -
eff eetive methods of stabilizing and improving the prices of such productsj

(b) More sjstemetic international co-overation to give the developing
countries! manufactured and semi-menufactured products easier access to the
markets of the mdustrlal countries — through the elimination of quantitative
restmctlons, ’che reductlon of tariffs and, in’particular, the concession of
preferences -, and, in addition, to improve the industrial production
capaca.ty of the developlng countriess . S

(e) The establlshment of s systems of compensatory i‘lnanclng to offset
the deterioration of the ‘terms of trade, and the recons:.deratlon of the
scope and gmdlng pm_nc:Lples of inbernational financial co-operation, so
that it may make a rore effectlve and systematic contribution to the
achlevement and maln‘tenance of satlsfactory ‘rates of development; -

’ (d), Re-appraa.ual and mprovement of the modus operandi. ,o_f certain
services of great importance for ‘the developing countries! trade and

balance of payments, in particular maritime transport;

/(e) Multilateral
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(e) Multilater al co-operatlon to promo*e the expanslon of trade
among the developing countries thenselves, .

(f) Efficient utilization of the trade potentlal afforded by the
centrally-planned economies;

L ‘(g) The establishment of institutional macnlnery at the world level
for the discussion and promotion of speclflc lines of action deszgned to
relleve or remove the trade problems of the developing countries. |

. The aim of the integrated body of obgectlves incorporated in the
Latin American platform was to metamorphose the structure of world trade
and the existing trade flows, so that the existing structure might cease
to represent the main obstacle to the economic and social developmenb of
the developing countries, In view of the magnitude and supreme
importance of the foreign trade problem, partial solutions were not enough;.
the difficulties arising would have to be tackled and gradually overcome
as a single whole,

. This principle implies several basic requisites. The situation of
tﬁé developing countries will become less difficult if they can take
full advantage of world markets for commodities in respect of which their
competitive p051t10n is strong, and if the prices of these commodities
are not brought down by factors inherent in the behaviour patterns of the
said markets. At the same time, traditional exports must be associated
with progressively increasing proportions of manufactured products, since,
even on the assumption of a substantial improvement in sales prospects for
primary commodities, the latter cannot possible expand at the same rate
as import requirements. Concurrently, especially éuring the transitional
period, financial assistance will be needed to permit the maintenance of
a steady rate of development, irrespective of the fluctuations caused
by a foreign trade situation which, to begin with, would leave a good
deal to be desired. In addition, the geographical orbit of trade
will have to be extended to include both the centrally-planned economies
and the other developing countries; and, moreover, international trade
conditions in respect of services. and invisible items will have to be

improved, Since the lines of action called for in all these fields are so

/closely inter-related,
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closely inter~related, 'ahd enfail cohtsnuing and long=-term activities,
institutional machinery is requlred to put them into effective operation.

The Latin American platform was consistent with the very nature
of the United Nations Conference on Trade and DevelOpment whose terms
of reference were o include all toplcs relating to the developlng
countries! trade and capacity to import. on31derat10n Had to be glven
to measures bearing on the most widely dlf ering aspects of the trade
problem, with the aim of generatlng a proceso of reconstruction whereby
the negatlve factors would gradua]ly be ellm;nated

By virtue of its preparatory work Latin Amerlca was in a posxtlon
to take part in the Geneva Conference as a single region, with common
principles and a collective determlnatlon to defend them and, as far ae
possible, secure their adoptlon. This experience can be regarded as a new
and positive development in Latin American relations, which will enable
the region to carry more weight within the international community.

The Latin American group worked in unbroken contact, at the level
both of heads of delegations and of each of the committees set up at the
Conference. This constant co<-operation not only made it possible to
follow up the proceedings and determine what would be the best strategy -
to pursue on each occasion, but also facilitated candid and straightforward
discussion of certain questions on whieh opinions were divided. Thanks
to the very fact that the Latin American countries shared a common platform‘
and a common desire to promote the prongSa of the region, the discussion

of controver51al cubgects 1nvarlab]y strengtnened the unity of the group..

2a The Jeventy-five

The African and Asian countries, on their part, had carried out
preperatory work of great value, with the co-operatlon of the secretariats
of the Regional Commissions concerned, The Declaratlon of Teheran summed
up Asia's points of view, and that of Niamey the aSplratlons of Africa.

For obvious reasons, the objectives established in these documents coincided
with the main tenets of the Latin American platform, “even though the.
couetries concerned had not analysed the sgenda in detail. The three

regional documents in conjunction trensmitted to the Geneva Conference

/the principles
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the principles and expectations-that had been manifested at the Conference

of Developing Countries held at Cairo in 1962, in the Declaration of

‘the Seventy~five, signed at New York in 1963, and in the studies prepared

by the Preparatory Committee for the Conferenceo

‘ The foregoing data, in addition to other factors, account for the
process 6f unification of the developing countries of the world which
culminated, at Geneva, in the co-ordination of the work of the Seventy-
five, This united action was the outcome of more than ten years'! joint
étudy of world economic problems under the auspices of the United Nations
and its specialized agencies, and of the conviction acquired by every

developing region that the satisfactory and timely solution of problems

- comnon to them all depended essentially upon a concerted effort,

The Seventy-five, which as a group represented a major proportion
of the population of the world, found their work facilitated by the sameness
of the problems and platforms of the African, Asian and Latin American
countries at the Geneva Conference., Although, in the course of the
United Nations! activities, a similarity of views had long been observable,
it was the first time that the Governments of the three developing regions
had decided to take action as a single unit., Hence it is that the group
formed by the Seventy-five is unanimously felt to have constituted one
of the major Symptoms of a change in international relations. The degree
of solidarity achieved by countries among which contact had previously
been formal and sporadic, or which, in certain respects, had followed
different lines of economic action, reaffirmed the universal significance
of the problem of economic development, and the widely-held conviction
that only through concerted action would it be possible to promote
economic, trade or financial reforms.

It is interestihg to note that even in the case of specific
problems, such as those deriving from the fact that certain developing
economies maintain speciel links with particular industrisl countries,
the prevailing desire was to devise formulas that, without greatly
affecting, for the time being, these préferential or discriminatory
regimes,vwould make for their gradual absorption in the common solutions

that were being sought. A case in point was the system of tariff

/preferences enjoyed
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pnefenenceS'enioyed‘byfthe African countries associated with the European
Economic Community through the. Yaoundé Convenumon,. The Africen and Asian
countrles that benefit by a system of prelerences thhln the Brltlsh
Commonwealth were imbued with the same spirit. On this pr1n01ple of
mutual understandlng, a lormula was agreed upon in relation to preferentlal
treatment for agrlcultural commodltles, and was incorporated in one of-
the recommendatlons of the Conference. , o

Another of the moot points on which agreement was reached by the.
oeventy—flve, at least during the Conference, was the questlon of the -
speclal treatment which the countries at a relatlvelv less advanced stage .
of development hoped to- obtain., Although a problem of such great inter- .
national 1mportance and unquestionable technical complex1ty could not be .
solved in the course of the Conference, stress must be lald on the
unanimity of the determination shown to prevent it from jeopardizing the
unity of the Seventy-five. In this connexion, the attltude adopted by the
developing countries was highly constructive, and the problem.w1ll doubtless
continue to receive the attention it merits. It was generally recognlzed
" that the impact of trade problems is more severe in the relatively less .
developed countries, where the influence of the external situation is pro—
portionately greater because, in the flzst place, they are not in a
'p031t10n to combat it by means of their own internal economic forces,
and, secondly, ‘because they would be unable to take 1mmed1ate advantage
of certain general solutions (for example, a p0581ble system,of preferences)
The extent to which this probable preferentlal treatment would affect
the countries at a relatlvely less advanced stage of development should
therefore be borne in mind, and the requisite studies should be expedited,
since, in the future, satisfactory solutions will have to be found for

problems Wthh may present a wide range of practlcal dlfflcultleSo

3. Duologue between the developzng and the developed countries

Broadly sneaklng, it must be acknowledged ‘that all the countries
taking Dert in the Conference were in a”reement as to the, necessity of
reconsidering the 1deas that have hxtherto 1nfluenced ‘the analysls of trade

and development problems, ln other words, 1t was felt with varwlng

/degrees of
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degrees of urgency, thaet the post-war system of concepts should be
critically evaluvated in the iight of international experience over the

last twenty years. No Goverhmenﬁ-adVOcated the ratification of the
‘economic, trade or financial policies currently in force, or the maintenance
‘of the traditional behaviour patterns of the principal institutions
connected with commerce and trade., The divergencies of opinion related

to the ways in which these problems ought to be approached, to the right
time for dealing with them and to the measure of international co-operation
that should be recogniéed as needful. Almost at once, therefore, and
quite understandably, two different general criteria emerged: one which,
in broad outline, represented the position of the industrial countries
(both market and centrally-planned economies); and another which inter-
preted the hopes and aspirations of the developing areas of the world

as a whole, Among the industrial countries themsel&es, both in Group Al/
(centrally-planned economies) and in Group B (market economies) differing
criteria or shades of opinion were to be found with regard to the solutions
ﬁuggested for the various problems discussed on the agenda. Thus, for
example, the views expressed by Group A varied somewhat on the guestion

of bilateralism or multilateralism in relation to the utilization of
balances on trade operations with that sector, Among the countries in
Group B, in their turn, there was a good deal of dissidence in relation

to the analysis and solution of the problems concerning primary commodities
and manufactured goods, and the measures whereby their access to markets
should be facilitated.

1/ To facilitate inter-country agreements in the course of the Conference,
particularly with regard to the nomination of candidates for election
as Officers to the Conference or to sit on the various committees,
as well as for appointment to the Trade and Development Board, the
countries taking part were grouped as follows:

Group A Countries of Eastern Europe (except Yugoslavia);

Group B Countries of Western Europe, United States of America, and
members of the British Commonwealth not included in other
groups;

Group C African and Asian countries, and Yugoslavia;

Group D Latin American countries.

In the Final Act of the Conference these countries are listed in
the annexes to recommendation A.V.1 on "Institutional arrangements
methods and machinery to implement measures relating to the expan=
sion on international trade", '

/Since the
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Since the industrial sector included both centrally-planned
and market economies (Groups A and'B), it was impossiblé for these
countrleq to base their partlclpatlon in the Geneva Conference on
a common- platform. representlng the view of the whole of the. indus=

trial sector, as a counierpart to the concerted position of the _
Seventy-five. What is more, the countries of Group B (market
economies) werewunllkely to be guided by the same crlterla, since
the differing situations that characterize their economies, theif .
processes of expan31on and, in some instances, thelr 1ntegrat1on
systems are well known, These variations within the 1ndustr1al
sector enabled the developing countries to foim an exact plcture
both of the prospects and of the limitztions lmpllClt in the world
economic situation, ‘ )

The developing countries, by virtue of their majority vote,

" could have secured the final adoption of all the recommendatlons
and ‘declarations they wished, in accordance with the Charters of
Alta Gracia, Teheran and N;amey. This attitude wowld havetenabled '
them toAacquaintrinternatiohal public opinion with_an outline of
their aims and desires, The Seventy-five, however, with the actiﬁe.'
partlclpatlon of Latin America, decided to follow a less spectacular
but more effective course: that of staging a duologue between the
developing world, with its common platform, and the industr 1al
~countries, with their man;fold points of view, Such a duologue

was absolutely essential, since it would afford the developing
countries the 0pportun1ty‘of discussing each agenda item frankly,
stra;ghtforwardly and calmly with the industrial countries. More-
over, as was later transpired, this procedure made it easier for the
induétrial'market economies themselves to devise compromises whereby

their main dlffe*ences of opinion could be compounded.

‘/For'proéédural
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For procedural reasons’and”in order to place on record the
aims of the developing nations, the original texts submitted by
the Seventy-five, were adopted in the committees with the proviso
- that they be feplaced by.others at the final stage of the plenary
- meetings should the attempts to find a common ground prove
- successful, 4
The duologue between the industrial countries and the _
. developing countries was thus fully within the spirit of the United
. Nations Charter in that it enlisted international: comopération in
the solution of economic and social problems, Furthermore, the
- Geneva Conference was the most representative meeting of all these
~held in the last few decades, both from the standpoint of the

number of countries that attended it and the scope of the topics
dealt with, The search for compromise agreements therefore repre-
sented, in its turn, yet another element in the common effort to
achieve international understanding., The participating countries
~were sensible of the fact that the Conference was one of the
;principal events of the Development Decade and that the objectives

of the Decade could only be achieved in an atmosphere of goodwill,

L., Negotiations between the different groups of coumtries

~ The representaﬁives of the Seventy-five held separate working
‘meetings with those of the industrial countries dividing the latter
into market economy and centrally-planned economy States. In each
.case, they examined the agenda items that were to be considered by
‘the various committees, This provided an opportunity for an exchange
of views on specific points, and thus by the close of the conference.
‘the Seventy-five knew what each industrial sector, given its respective

characteristics and possibilities, was capable of doing, .

/During the
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During the meetings with the centrally-rlanned. economies,. the
broad outlines of their economic develomment. programmes were described
and - the peréentag;és or figures by which they expected their future
imports to increase were given, “ The representatives of Group A made .
it quite clear that,- their economic structure being what it was, they -
could not enter into conmitments of the kind being negotiated between- . ...
the Seventy~five and the industrial countries of Group B. More
specifically, they were not in a position for example, to discuss
any question concerning easier access to markets nor, therefore, any
system of preferences, On the other hand, they were prepared to
place on record their :Lntentlon to import from the developlng countrles
on an mcreasmg scele and to fix targets for such :unports in their
own econcmic plans, In their view, an increase in trade also
presupposed a willingness on'tiae part of the developing countries
at least to place their trade relations with the centrally-planned
economies on a normal footing. As regards a modus operandi,
they advocated an extension of bilateral agreements involving at . .
the samé Yime a recjiprocal mderstanding to purchase from their own
areas While there was also-some talk of the possibility of
achlev:mg eertam forms of mult:lateral trade through the use of
credit balanceu bullt up under bil atera] agreements in éther centrally-
planned economy countrles, statements in favour of multllateral trade
were an exception, " = ' '
\nl‘bh respect to financing, the ‘éent;r'ally~plénned economies again
took the pos:Ltlon that because of their dlfferenb economic structure,
as well as for other reasons, they would be unable to take part in

thls form of mterna.tlonal co-—-operatlon.. They contended that the industrial

/countries with
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ceuntries with a markelt economy were responsible before history for the
economically backward state of the developing regions and therefore they
alone should be called upon to provide the funds needed, A discussion
took plade on this point, but the countries of Group A could not be :
persuaded to change their mind, '

During the Conference the centrally-planned economies expressed
interest in increasing their volume of trade with the developing countries,
despite this, they did uot go so far as to decide to entef into really
effective commitments. However, the door was left open for exploring ways and

means of facilitating the eventual expansion of such trade — a task which

“might devolve upon the Trade and ﬁevelopment Board,

In the course of the conversations held with Group B - the industrial
countries with a market econamy - it became apparent that these countries
were not at all of one mind as to how best to tackle the problems .
5efore the Conference, For instance, in relation to primary commodities,
some countries felt that measures should be adopted to help the
developing countries to sell their products more easily in the markets
éf the industrial countries, while others claimed that any measure, whether
or not in the form of a tariff, would hardly be a guarantee of useful results.
The latter believed that, as a first step, commodity markets should be
organized on a world-wide scale and at more remunerative prices. |

The industrial countries in favour of a set of measures designed
to facilitatelaccess to markets referred to the principles and targets
léid down in the GATT Programme of.Action and declared that they could
pﬁt them into practice immediately, Those favouring the organization
of the commodity markets eﬁpressad doubts as to the effectiveness of the

Programme, = This fundamental difference of opinion among the industrial

‘market economy countries explains the wording chosen for. the operative

part of the heading to the recommendations,

A similar situation arose during the debate on manufactures and
semi-manufactures, particularly in relation to the system of preferences.
in keeping with its concept of free trade, the United States said that

/it was
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it was unable to accept any such system and would therefore oppose
any formula conducing to its establishment, - Its point of view was
endorsed by other industrial countries, ‘ 4

The - Unlted Kingdom espoused the cause.of preferences and even . ,
hinted that it might abolish those it had granted to certaln developlng
countries within the Commonwealth provided that a world~w1de qystem
of preferences were set. upe ‘The six States members of the Furopean
Ecoriomic Community supported:a third position; while they accepted the
idea of a system of preferences, they felt thet such a system_ehould _

- not be comprehensive and advocated a selective (commodityebyecommodity '
and country-by-country) machinery for preferences, '

Owing to the incompatibility of these views, the Conference was.
unable.to agree on a wording which included specific decisions in the
matter, Moreover, both the United Kingdom and the nations of - the
Furopean Fconamic Comaunity made it clear that they would not go ahead .
with their projects unless the United States, in view of its ehere of
the volume of world trade, first agreed to the concept of a system;of
preferences, Accordingly the recommendation adopted,left room for
further discussion and established a machinery which, besides allowing
the matter to be eXplored—further, will prepare specificlprojects on
different systems of preferences for a subsequent ruling by the Trade
and Development Board,

- The main difference of opinion on financial questions arose over
a draft recomaendatlon soec1fy1ng the zmount of assistance wnlch might
be rendered by the 1ndustr1al countries to those in process of develop— :
ment, - However, opinion was somewhat less divided on this point, and =
the financial recomuendatlons could therefore be more prec1se. There
¥2s 1o dlsagreement among the industrial market economy countrles w1th
respect to new institutions and principles, . o

The Openlng duologhe between the 1ndustrlal sector and +he developlng
regions took place at meetings in which .eleven representatlves of the
Seventy~five and,elght of Group B partlclpated. . When the e'planatory
stage had been completed, a Special Committee, composed of four repre— '

sentatives of the merket economy countries and four of the developlng

/countries, was
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countries, was. appointed at the instance of the President of the

Conference., General agreement was reached in the Committee on most

of the agenda items, The secretariat of the_ Conference pléyed a
decisive role in this work of reconciliation,

The whoie question of the new institutional machinery was discussed
at other meetings than those of the Special.Committee in order to
énsure a more even distribution of the work, At the repeated suggestion
of the representatives of the Governments conducting the negotiations,
the Secretary~General of the Conference participated directly in the
discussions on this topic, It might indeed be said that the attention
of every country was focussed on this delicate and vital matter, .
Although some progress had undeniably been made in the other committees;
the participating countries obviously sensed that whatever had been
achieved was merely the first step in a long process in which the
international ccmmunity would revise its ideas and practices, To
undertake a task of such magnitude, it was essential to have institutional

machinery which besides sustaining the duologue between the industrial and

- the developing nations, would at the same tlme be capable of more

effectlve action,

No one cuestioned the need for reshaping the structure of the
international system of trade and development or for a new world-wide
ipstitution which would include, as far as possible, every country in
the world, The new institution should at the same time be used to
proVide final~stage co-ordination of the various activities of other
organizations and agencies concerned with the same problems since these
have no contact with one another in their work and thus frequently
engage in duplication,

The developing countries were anxious for an international trade
organization to be formed as part of the United Nations family with
sufficient authority to ensure fulfilment of its decisions, and with
the rank of.an organ of the General Assembly by virtue of Article 22 of
tﬁe Charter. The Latin American group presented a drﬁft recommendation

on the same lines which subsequently became the ‘joint recommendation

Jof all



E/CN,12/C,1/21
Page 14

of all the developing countries, It providec for the Conference on
Trade and Development¢to‘continue'its activities as an organ of the
General Assembly, in which each State would have a vote.. Matters of
substance would be decided by a two-thirds majority vote, In.addition,
a permanent and widely representative Executive Couneil would be set
ups; to act as a deliberative, executive and co-ordinating agency for-
matters falling within the comﬁetence of the Conference when the latter
was not in session, As part of its authority and prerogatives:the -
Council would supervise the application and fulfilment of its decisions,
An independent secretariat would be formed, and the Secretary-General
would be appointed by the Genéral Assembly on the proposal.of. the
Secretary-General of the Uhitéd Nations, A

‘It was not possible to éstablish such an organization for want
of support from some of ‘the industrial countries., Following extensive
negotiations, a compromise waé arrived at whereby the Conference
acquired permanent standing, ﬁas empowered to meet at regular intervals
and a widely representative T}ade and Development Board of fifty-five
members was set up, It was qnanﬁnously agreed that each Sta%e should
have a vote, undoubtedly a vitally important decision in that it
removed all misgivings about the risk of even discussing a precedent
that might affect the existing international system, It was also agreed
that the institutional arrangements should include a process of conci- .
liation for settling possible disputes between the-developediand‘the
developing sectorse A decision will be taken ot this process at the
forthcoming General'Assemblj in the light of a report to be sutmitted . .
by a special committee appointed by the Unised Nations Secretary-Generals

5e Evaluatlon,of agreements

A prellmlnary evaluation of the results of the Geneva Conference
shows clearly that marked progress was achieved in establlshlng new —
principles of trade and development, now accepted as guidelines for the
international community. It must also be recognized that,vby and large
the progress achieved was not matched bty precise and specific decisions

signifying the acceptance of commitments on the part of the industrial

/nations towards
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nations towards the develoring countries, In this respect little
was accomplished and much remains to be done in theAiﬁmediate future.
It is through the newAinstitutiohal machinery that attainment of

the objectives specified at Geneva, on which no definite_pfomiée '

of action was obtained, can be attempted,

It should be pointed out that, on the basis of the recommend-
ations adopted in Geneva, both the developed and de#eloping countries
unanimously agreed on certain objectives which they wished to.have
applied in the international community. These include widef access
to the markets of the industrial countries for products from the
developing countries, price stabilization -~ if pbssible at a higher
level ~ and greater diversification of the exports of developing
countries by means of inteirnational co-operation, It was also
: agreed that the developing countries should increase their trade
7ith one another and with the centrally-planned economies. The
~ discussions on‘external financing led to recognition of the fact
tﬂat, for a saﬁisfactory solution of trade and development problems,
. the volume and method of such financing should be governed by the
needs emerging from the economic development process. Similarly,
it was agreed that a new insfitutiénai machinery coverihg the whole
- world should be available as a means of dealing with the trade
" problems with which the déveloping countries are confronted, .

The various aims approved at Geneva have been translated
_into new guidelines for future international action, and the shift |
.in the approach to trade and development problems is a notable
earnest of progress, »

Nevertheless, for obvious reasons, approval was not obtained
for certain recommendations entailing acceptance by the developed
countries of specific obligations in connexion with the objectives _

‘which they had agreed to endorse, . In many cases the industrial

/nations made
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nations made it clear that they vere resolved to act in accordance
with the p“ov151ons laid down 1n the relevant recommendatlon. This
may be considered as a formal undertaklng, since everythlna indicates
that they are prepared to spare no effort to fulfil the alms set .
forth in the relevant texts. Thus, on the questlon of providing
primary commodities with broadef access to the markets of induétrial
countries, the recoﬁmendatiop indicates various pfocedures, but
the operative part leaves it to ‘the individuel discretion of the
jndustrial countries to adopt the method it considers most in
keeping with its trade policy or with its,approaéh to the question
as a whole, The same applies to the export of manufactures by
the developing'countries, in so far as orocedures are suggested -
for reducing preéént restrictions or ths possibility of a system-
of preferences is méntioned. 'rom the wording of the relevant
recommendation it is apparent that its implementation will depend
on the decisions taken now or in the near future by the indusirial‘
countries with respect to the two courses of action mentioned, as
they themselvésvannounced at the Geneve Conference, The decisions
on financing are more precise, The recormendations concerned
expound important concep£5'on the need for adapting financial aid
to the exigencies of developmént, for reviewing the terms on which
the external debt is now serviced, for studying a system which :
could be applied in the future to provide compensation for. losses
incurred deriving from deterioration in the terms of trade, and
even for modifying present practices in respect of suppliers! credits.
As regards institutional matters, it was decided to recommend that
permanent machinery be sebt up through which the devéloping countries
could make their wishes known and thus keer up a constructive
discussion with the 1ndustrlal countries, Although aoreement was
not forthcoming on the formation of an international trade organl—"
zation, there is no doubt that the proposed machinery meets the

views of the developing countries on institutional problems,

/Generally speaking,
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Genérally"speaking, there was no reason to expect the industrial
countries, whether of the market economy or the centrally-planned
- type, to accept forthwith the views of the developing countries, fair
- and reasonable though they may have been. Suffice it to consider the
two big industrial sectors as a whole in order to appreciate the »
difficulty, since the.marked difference in their respective economic
systems is well knowm, Howevér, when the specific position adopted
by the market economy countries is examined, important differences
~can also be discerned, especially on questions of trade policy. 4
division of opinion was apparent during the discussion on primary
commodities and manufactures, particularly with respect to measures
‘designed to provide wider access to markets or to establish a system"
of preferences, The trade policy of the United States, the Unitedr
‘Kingdom or the members of the European Economic Community, among
others, is tied to traditions, practices and even important national
interests which, in one way or another, are bound to affect their
position, Consequently, future action on the part of the developing
countries will have to be supplemented by a shift in the trade
policy of the industrial States which, within the limits of what
each of the countries concerned can do, would be conducive to more
ready acceptance of specific commitments,

For the developing countries, the Geneva Conference marked the
beginning of a task which will call for greater effort on their part
if the desired goals are to be attained, The important thing was to
initiate a review of international concepts and practices in the field
of trade and development, This was successfully accomplished and
an effort must now be made to secure swifter implementation of the )
following stages, particularly through the new institutional machinery
that has been established, in order to achieve the far-reaching

revision that is desired. Hence a definition of the new lines of

/action to
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actlon to be taken by Lat1n.Amer;ca in the light of the results of

the Geneva Conference is both necessarv and de31rable,

by Ihternal measures

| Effective internetional action to improve the trade situétionA‘
of the developing ‘countries will always be contingent upon the -
latters’ own internal effort. Only on the basis of the steady
intensification and proper systemaplzatlon of their pmoductlon
effort will the developing countries be able to reap the.dlregt hndf :
immediate benefits of fhe chenges that are heralded in the realms -
both of trade and of flnanc:.ngn Unless they do their part, any '
concessions and a351stance they'may receive from the developed
countries, like other forms of international co-operatlon, will
be insufficient to brlng about the metamerphosis required. The,
expansion of world markets for primary commodities, for_example, 4
can only be turned to full eccount if production is commensurate
with. the growth of demand; easier access to the markets for manu-
factured products, or the establishment of a system of preferences,
will yield results prOV1ded that the developing countries achieve an
economlcallv competltlve type of industrial production, External
financial’ assistance will likewise be conditioned by the ability of
the countries interested in obtaining it to show that the assistance
they receive will enable them to increase their rate of gronth and
systanatically solve their'structural problems,

In this context problems of far-reaching significance arise,

whlch the developlng countries in general, and those of Tatin America

in particular, should lose no time in tackling with a vigour that will "

ensure their solution in the immediate future, Briefly, a development -

pollcy with thls erd in v1ew should be formulated and 1mhlanented with

due regard to the prospect ‘of a more open and dynamic eyternal sectors’

/It will



E/CN.12/C.1/21
Page 19

It will be worth while to glance. rapidly at the internal measures
that should be adopted by the develoning countries in this comnexion, since
they form part of the lines of action emerging from the Geneva Conference.

(a) The new criteria with respect to international financing which
carried the day in Geneva are based essentially on the desirability of
launching co-ordinated development plans or economic policies, in order
to promote the balanced, steady and intensive growth of national production
and income. In the first place, on the basis of an organic conception
of economic development the amount of financial aid required to ensure an
adequate capacity to import can be properly estimated. External financial
assistance will only be fully justified if the countries providing it
do s0 in the conviction that it will.really enable the recipient country to
increase its production capacity. This implies a maximum internal savings
effort and the-effecti&e attaimment of production targets calculated to fill
the gaps which make external assistance necessary. _

‘ (b) It is therefore essential that the developing countries should
make the maximum effort, with the minimum of delay, to pivot their economic
policy upon organic criteria. Such criteria or plans will make a systematic
effort possible in which all the country's economic activities will take
paft, and which will progressively eliminate the structural problems
that prevent or hamper development.

- (¢) The trade opportunities afforded by the expansion of markets
which it is hoped will gradually be achieved, and by the stabilization
and improvement of the prices of basic commodities, also call for special
efforts on the part of the developing countries. In the first place,
agricultural production must be organized in line with international
deﬁand, If the markets for traditional ekport commodities are expahded
and at the same time are organized with a view to the stabilization and
improvement of prices, it is indispensable for the developing countries
to possess exportable surpluses which are adequate without being excessive,
so that neither flooding of the market nor supply shortages occur.

It is a well-known fact that, generally speaking, existing world
market copditions do not afford the developing countries the sales

oppértunities they really need. Nevertheless, some special situations

/have arisen
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have arisen in which the developing ecountries have not taken measures

to prevent a decrease in their exportable surpluses. Thus the paradox
has come about that even in present market conditions international
demand has not been utilized, Consequently, if the existing restrlctlons
are reduced or abolished altogetrer, the gradual broadening of the market,
must be accompanied by an increase in the exportable surpluses of the
developing countries, which in practice may entail energetic internal
measures. ,

Conversely, there is also “he danger of maintaining an excessive
supply. In the case of certain kinds of commodities, the Sigﬁing of +
agreements between producer and consumer countries will not be enoughj
internal measures to control the volume of production will be indispen~.
ssble. It should be borne in mind, moreover, that the stockpiling of
surpluses by the producer countries not only represents a financial
burden but also, in the course of time; has unfavourable repercussions
on the satisfactory implementation of the - international agreements
concerned,

(d) It is necessary to ensure that the developlng countrles make -
efficient preparations to export a much larger volume of manufactured
goods than hitherto.’ The easier access to world markets that may be
secured, whether on the basis of a general reduction of restrictions or
through a system of preferences, will not benefit the developing countries
unless they substantially improve their existing production and marketing
conditicns and their administrative organization in this sphere.

The ection needed here comprises the following three basic aspects:

(1) The industrialization policy of the developing countries should
take into account the need to reduce costs in order to make their industrial
products competitive on the world market., For most-of the developing
countries this implies that their present protectionist policy must be
thoroughly overhauled, a process which in turn will involve more careful
selection of the industries that deserve protection. .Furthermore, if
exports of mamufactured goods are to be increased, industrial pollcy
must be such that sufficient resources car. be allocated to those branches

S

Jof industry
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of 1ndustry'whlch offergreatercomparatlve advantages and. where, conse-;,
quently, the orospects for the creatlon of export flows are more . .

promisings

(i) Furthermore, trade pollcy and admanlstratlve organlzatlon
must be adapted to the new c1rcumstances.’ Mbst of the developlng countrles
do not possess an admlnlstratlve organlzatlon fltted to promote, support
and guide an 1ntens1ve 1ndustr1al export ‘effort, ° ‘The lacunae are parti-

' cularly apparent 1n the flelds of sales. promotlon, regular contacts with .

forelgn markets and efflclent organlzatlon of -export machinery., At the .

Elevel of reglonal co-operation, it would be well worth while to study

the desirability of joint organization of some of these services for the
promotion and operation of trade policy;

(1ii) In addition, the export effort will entail the adoption of
fiscal and monetary policies better designed to provide, in an atmosphere

of stability, incentives and facilities for investment in export industries,

A factor of decisive importance for the solution of the foregoing

‘problems is regional integration. Of the developing regions, Latin

merica is perhaps the most experienced in this respect. The new world
market prospects which will gradually open up both for primary commodities
and for manufactures, and the internal effort that each country will

make to avail itself of these opportunities, are indicative of the increasing

impcrtance of Latin American integration. This process has been conceived

as an instrument of development, inasmuch as the participants in an in

integration movement can be ensured favourable conditions for tackling

and solving their problems within the broader framework of the region

as a whole., Moreover, integration provides a market which will partly

compensate for the mass of difficulties created by the limit~tions and

obstacles to world trade. Vhen the latter expands, and the restrictions

now in force are eliminated, the regional market will continue to

facilitate internal economic development by permitiing the restoration

and consolidation of an efficient production system conducive to successful

competition on world markets. |
In other words, this process may prove an important factor in the

encouragement of latin American production and, particularly, in the

/acceleration of
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acceleration of the region's industrial development, in accordance with

a policy aiming at the continuous introduction of more efficient techniques,
the improvement of productiVityg a salutary reduction of costs and the
gradual establishment of an;ﬂexport mentality", The contemplation of

these possibilities infalliﬁly leads to the conviction that the sum of

the individual countries! internal efforts must result in a major regional ~
effort. Their materialization implies an expression of the Latin American
countries! wiilingness to a@just their development conditions to the
irrevocable fact of stifferiinternational competition, and of their
readiness to make whatever sacrifices may be necessary for the attainment
of that end. ‘ :

[
i
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;cowonm*z TRADE

| eronucr ION

Latin’ Amerlca's v1ews ‘on comuodities; as expressed at Br35111a f
and Alta Grac1a, were completely in harmony with those of the other
deve10p1ng countries at the Conference. Although ‘tHe proposals put
forward by the Seventyzf1Ve dlffered in formal structUre from.those s
‘ presented in the Charter of Alta Gracla, they were v1rtually the same,

in essence and content.

In some 1nstances, they went even beyond the Latin American
p031t10n as, for example, in the case of international commodity
agreements, Im Geneva this subject was given far wider and more
: compreﬁensive coﬁsideration and the bases were laid for the cohclusion

of international arrangements more compatible with the interests of
the developing countries, In other instances, however, as in the
case of export subsidies, latin America's wishes were not wholly met,
‘since the recommendation adepﬁed merely counselled caution in the
.use of such sub51d1es, whlle statlng that there was no obllgatlon to'
abolish them, e i ) '
' On the wiole, " the “results ‘obtained may, on balane ce, be considered
-favovrable.- Cleer agreement was" reached ona mmber of rules and
pr1n01p1es on the basis of which 1nternet;onal commodity trade should
be governed and regulated° Tlme-llmlts were set for the application
of most of them, Although more time 1s ellowed than the developing
countries would ‘have wiched, the time-limits are neyerbheless more
eal;f-_stic;, Whet is important is the ¥nowledge that 'm‘c'rt" of the
arrangements should be fully in force within not more Dhan flve or
six years. While it 1s true that condltlonal prov181ons were incor—
porated on the sagges% .on’ of the developed countrles,llt 1s equally
true that some, of heF helped to make the comkamenes underirken more

Spec1f1c and p‘ec 1ca1. Thus, for example, the COEmOQJtleo of 1nterest

to. the export trade of developlng count ies, to whlch the measures,

/rules and
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rules and principles adopted ars to apply, will have to be specified,
In other words, now that the framework for future trade relations between
the developed and developing countries has been defined, the next
step should be to negotiate and adopt thLe procedure to follow with
respect to each particular eommodity or group of commodities,

Another important development was the agreement reached with
the African and Asian countéies on preferences, Suffice it to recall
that this was one of the most ticklish problems with which the Latin
American countries were to Be confronted at the Conference, 'Its
solution served to strengthen the unity of the Seventy-five and to
open Qp interesting prospects of future understanding in respect of
trade between the different: developing continents, The formula reached
is not yet an operative insﬁrument but provides the bases for ones.

In these matters as well as in others much still remains to be
done and to spell out before the commodity arrangements can:enter
fully into force, Bach of ﬁhe recomuendations adopted is analysed
below and attention is drawn to many points which the new institutional
machinery and the existing:organizations will have to study and solve,
It would be as well, therefore, if the Latin American countries started
forthwith to redefine theiﬁ own position and to outline the?r Specific,
needs in the light of such arrangements, with a view to taking a
common stand within the said decision-making machinery and tentres,

j

~ INTERNAT IONAL COMMDDITI ARRANGEMENTS AND REMOVAL OoF
OBSTACLES AND EXPANSION OF TRADE
(Reconmendation A,II,1)

The substantive part of this resolution is preceded ey an intro-
duction which includes some over-all considerations and general recome
mendation applicable tO-seEtions I and IT of the resolution.

The considerations ehdorse'the‘view of the developing countries
that: (a) access to markets - of developed countries with both market
and centrally;planned economles - is an essential element in efforts
to increase the earnings of developing countries from exports of
commodities, for which puppose_recourue should be had to measures for
| /the liberalization

!
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' the liberalization of such access to marketé”aﬁd”(b)’*fﬁé}é"iéﬂlikeé
Wise need for a more,rationalxorganizgtion,of world trade in brimany
- commodities, through mediumgterm"sifuéiﬁfél arrangements, "

.They also point out that such: measures and arrangements’ should
take into account the particular features of each commodity, a seﬁsible
suggestion in view. of the varying conditions under which the different
comnodities are produced and marketeds It is further recognized that -
other.international bodies should continue the work they are doing in
this field but should reorient 4t in the light of the agreements
reached at the Conference, o ' :

The general recommendation (or blanket recommendation which
established conditional clauses to cover the provisions of the following
sections) consists of two clearly defined parts, The first stipulates
that the provisions of I and II of this resolution should be considered
as means of increasing the export earnings of the developing countries
by general measures as well as by specific ueasures related to individual
commodities, The second part recommends that practical steps should
be taken by the Governments concerned to imﬁlement at the eariiesﬁ
possible date those of their provisions which are applicable in the
iight of the foregoing considerations, as solutions of the urgent |
problems of developing countries,

Although the second -part of the general recommendation appeats
to weaken the commitment of the developed countries, it must be assumed
that the integrity of their attitude is a guarantee that the developing

countries may formally initiate talks and negotiations aimed at applying
the provisions adopted in I and IZI.

1. International éommodity arranéémentg

In the first paragraph én ﬁhis subject, the Conference recognized
that commodity arrangements served to secure over-all stabilization in
primary commodity markets ang strgssed;the special role they should -
perform in stimulating the economic development of the developing
countries, In this respect, the Conference recommended that commodity
arrangements should have as their objectives, principles and scope
those described in this section and reviewed below,

/(a) Objectives
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(a) Objectives and principles

The approval of the objectiwes and principles which should guide
internatibnal commodity arréngemﬁn@s, a3 well as their scope and
techniques, represents a considerable advance ‘on what was set forth
in this respect by the Havaha Charter, In addition to:.the traditional
measures designed mainly tqge1¢m1nate or reduce short-term fluctuatiornis
in export commodity prices - which often feiled to take ‘into account
the specific interests of the developing countries ar helped tb maintain
abnormal situations which even went so far?as to render theiarrange-
ments inoperative ~ have included essential; elements to safeguard the
interests of the less developed exporting vountrles and, in fact, to
reorganize the markets,

Thus, for example, it was clearly establlshed that a basic
objective of 1nternat10nal commodlty arrangements is to stimulate a
dynamic and steady growth in the real export earnings of developing
countries, while taking into account the interests of consumers in
‘importing countries, ‘ o

Similarly, it was reéognized that such arrangements sﬁould not
only secure remunerativeAaﬁd stable prices for primary export commodities,
but should also maintain ﬁhe import purchasing power of the commodities
exporteds Thus, commodityfarrangements would no longer be separate
instruments, linked only té the specific commodity to which they
relate, and would form parﬁ of the over-all structure of trade, It
should be mentioned, however, that the developed countries strongly
opposed this concept on the grounds that commodity prices should be
governed solely by market chazacterlsths and conditions 1n respect of
each particular commodlty. Before this clause can become operatlve,
it will be necessary to study and establish the criteria and indices
to serve as a basis for determlnlng in each arrangement the basic’
parlty between the prices of the commodity concerned and those of the

products imported by deVeloplng countries, ’
V /The remaining
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The remaiﬁing principles are no less important, The arrange~
ments, in addition to assuring satisfactory access to the markets
of the de?elopéd.countfies and aiming to increase the consumption
and importé of primary commodities, in all their various forms, should '
co~ordinate the prodﬁctioh and marketing policies of the contracting
countries for the purpose of ensuring a better and more economic adjuste
ment between world consumption and productwon.i Such a goal could- be
attalned only if the developed countries refrained from taking measures
which would encourage uneconomic production and so deprive deVéloping
countries of the opportunity to obtain a fair and feasonablé share
of their marketse Here, too, it would be incumbent upon the competent
agen01es to define the meanlng of the words "falr and ‘reasonable share",

(v) Types of commodltv arrangenents

There was wide agreement that commedity arrangements should usually
be on a commodityAbywcommndity basis, to take account of the characﬁe~
ristics of the product concéfﬁéd and the market arrangements for it.
However, it was enviééged that égreements:might'coyér gréﬁps,qf'
products with éimilaf"characteriStiCS or linked by special circumstances.

Although no mention was made of specific products that could be\deait

 ‘with in this way, and while the néed for further study of the feasibility

and scope of such agreements was StfeSSed ~the First Committee agreed
that for natural pféducts threé ened’ by competition from uynthetlcs
and substltutes, agreements would be more effective if they 1ncluded

the synthetlcs and subst$tumes concernedgz/ ‘Tt was agreed that if for

various reasons it was not feasible to negoviate arrangements for a

" group of commodities, the prsibility of negotiating simultaneouslyt

separate arrangements for different ccmmodities could be considerede

2/ The items of interest for Latin America in relation to competition
from synthetics include cotton, wool. and other fibres, certaia
'vegetable ol ls, wood and some ores and metals,

/The first
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The first Comuittes attached considorable importance to the
need to take action on a number of fronts simultaneously through
‘other measures, since not all products lent themselves to inclusion
iﬁiformal”agreements.'.In ﬁhis connexion there was specific reference
+0 inter--governmerdal. ¢onsultations within study groups.Bu
(¢) Scope of commodity arrangguents

- ' The recommendation adopted by the Conferehce recognlzes the '

need to extend the scope of commodity arrangemcnts in order to 1nclude

prcv131ons on production and conoumpt ion policies, and on access to
the markets of the developed countries, This recommendatlon dlffered
" from what the developing countries. were acklng for on thls p01nt
since their proposal referred -in addision to the need to br1ng pollcy
on the commodities subject to agreemants into line w1th th= develop—
ment programmes of the developlng countrles concerned, and to relaté
commercial sales of commodltles with cther sales made on special
terms, The purpose of the 1ast part of the proposal was to ensure
some form of comtrol, at least 1nd1rectly, over non~commercial sales,
" in order to avoid adverse effects on oommerclal exports, espe01ally
from developing countrlesa _ ' -

In the final recommendation.those provisions were replaced by
two others which, while they did not fully meet the wishes of the
devéloping countries, nevérthélpss répresented a considerable advance.
in the conception of the role that cmmnodlty arrangements should play.
Those recomm»ndatlons envisage the ine lu=1on in ‘such’ arrangements of
clauses on (i) realistic guarantees of aceess to markets’ that will
‘ensure for the developing countries a fair and reasonable share of

‘the markets and of market growth, and (ii) market promotion and

3/ FAO maintains a number of different study groups on commodities,
: covering cereals, citrus fruits, coconuts, jute and similar fibres,
etc, A discussion is now taking place in Quito on the possible
establishment of a group on bananas, In addition there are a

number of international committées, such:as those dealing with
cotton and rubber, and the International Wool Secretariat, R
would be useful to examine the possibility and advisability of
establishing new study groups covering such other products as -
beef, tobacco, oils and fats, dried and processed fruits, etce,
which are of interest to the Latin American countries,

/improvement of
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improvement of marketing - conditions and distribution channels, In
addition it was indicated that the techniques used in the arrangements
should be sufficiently flexible to permit the 1nclus1on of new member

~countries, or fuller participation by small tradlng countries where. such
~ an increased part1c1patlon is essential to meet the requirements of

economic development, This possibility is particularly important

- for the less developed countries that are potentlal exporters,  Another
- reason for the proposed flex1b111ty was to increase market opportunities

for efficient producers among developing countries, However, this
would involve. the need to define the crlterla to be adopted in establishe

_ing the level of efflclency.

-~ As to the actual technlques, a very full list was drawn up that

‘represents a considerable advance in relation to those used traditionally,
4Thus, for example, it was enV1saged that agreements might include

provisions on floor and ceiling prices and price ranges, systems of
levies in the developed importing countries of which the- proceeds would
be paid over to the developing exportlng countrles through approprlate
1nternatlonal funds, and funds to finance programmes for diversification
of the productlon and trade of the developing countries, However, before
such technlques were applied more detailed study was needed by the

_ competent international agencies,

Although there would be no obligation to adopt such techniques
in every agreement, since their appropriateness would depend on the
characteristics of the product concerned, explicit reference to them
in the text of the recommendation will strengthen the position of the
developing countries at the negotiating stage and enable them to insist
that the agreements include such of the provisions as they consider
necessary to improve their relatlve position, Thus, for example, there
would be no repetition of the 51tuatlon that arose recently in respect
of the cacao agreement, whlch could not be concluded because the developed

countries would not agree to 1nclude clauses on price floors and price
ranges.

/(d) Commission
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(a). . Comni531on on :Comnodity ’irrangmenbs and Pol:Lc:Les

Rec¢ommendation A, II l lavs doun 1n detall the functions ‘and work-
programmes ‘6 the’ Commlsslon on Commodlty Arrangements and. Policies-
that is %o° form.part of the new 1nstLbut10na1 .machinery provided for
in Recommendation” ALV, 1. The text approved by.the Conferencedid not -
diffep~ substantlally from the proposal put forward by the developlng
countries, ' g L SRS I

‘--The-work’prdgramme'agreed'dn for the Commissionvindicated that ~
in the next two years it should promote the conclusion of further
interhational‘cdmmodity arrangemeﬁts whe;e adequate data are available
and wheré there is a demand for such acrangements from countrles having
a s1gn1f1cant share in the world traje of those particular commodities,
Where adequate data are not avallable,phe Commission would arrange for = -
expert studies, <= ‘ ; o

" Clearly the negotlatlon of fUrther 1nternatlonal commodity - arrange-'
ments could not be based on unllateralde0151ons by the developing: '
countries, However, it 1s 1mportant that those countries should study
and define the arrangements they would be interested in promoting ’
through the Commission, Latin America should study the situation of
such agriciltural prodﬁcfs as eacao, cotton, tobacco, meat, wool and -
bananas, and such ores as thD lead zinc, etc, Similarly it would be
useful to study the changes that could with advantage be introduced-
into the existing agreement - on coffeeD wheat and sugar, In this
connexion the ECLA Trade Commlttee could support. and: strengthen action
by FAO, OAS and other bodles to establlsh 1nter-gOVernmental study and

consultative groups on commodltleso Ceim

& What mlght perhaps be regarded as the only important difference
was the elimination from the Commission's terms of reference of
the task of reV1ew1ng existing agreements and recommendlng
approprlate changes in the light of the general aims agreed on,

/2. Removal
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2, Removal of cbgtacles to trade

{a) Actions recommended to the developed market economy nations

(i) General provisions. At the request of the developing countries

a number of general clauses were added, some of which help to make

clearer the scope and applications of the provisions recommended, while

~ others tend to mitigate the effect of those provisions by recognizing

situations to be excepted from them,
The first such provision establishes that the recommendations

madé shall apply to products of particuiar interest to the developing

- countries, in accordance with lists to be prepared by appropriate

international bodies, Although it is not specified what body is to

- draw up such lists, the work could be done by the Commission on

Commodity Arrangements and Policies referred to above., Until the
Commission is organized and begins to operate, the preparation of the
lists could well be allocated to the United Nations Commission on Inter-

naﬁional Commodity Trade in conjunction with FAO and its subsidiary

- organ, the Committee on Commodity Problems, The Governments of the,

Latin American countries should also begin to prepare national lists,

which will in any case serve as the basis for drawing up consolidated

~lists for negotiation with the developed countries, The Trade Committee

could also proceed with the preparation of provisional lists,
The second provision is a saving clause, It provides that purSuant

to the provisions of international commodity agreements and in "other

excepticnal circumstances" individual developed countries may find it

‘necessary to deviate from the recommendations adopted by the Conference,

but that they should consult the developing countries substantially

affected, where possible before taking action. The first of the

grounds justifying an exception does not pose a serious problem, since

the develoﬁing countries parficipating would have the opportunity of

presenting their point of view during the ﬁegotiation of the agreements

concerned,; well in advance of any decisiocn and without being in fear

Jof any
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of any surprise action. The second grouncs arve perhaps more objectionable
since the term "other exceptional circunstances" is so wide as to be

open to unilateral interpretation., As the prior consultaﬁion referred

to is not compuisory, some frame of reference for such exceptional
circumstances shouid be drawn up.

The third clause relates to target dates for the implementation
of the recommendations approved and includes an express reference to
the developing countries! deéire that maximum progress be made by
31. December 1965, However,'a more realistic deadline is adopted, that
of the end of the United Nations Develcpment Decade, This provision
should meet the wishes of the develéping countries, since it establishes
a time-limit of about five years for meking the changes requested,
which are of a magnitude and significance that would meke it impossible
to carry them out in a little over a year,

(ii) Standstill, Apart from the general limitation rélating to
the identification of the products of intersst to the developlng |
countries, the recommendation is idenvical with the proposaJ put
forward by those countries, , ' ‘

(iii) Tariff and internal fiscal charges, In their ofiginal proposal

the developing countries asked for the total abolition, within a

specific time-limit, of all tariffs and other customs charges on
commedities, The reconmenﬂatidn adopted, on the other hénd, is that

the developed countries shouud ilsubstantially reduce, and where possible
ellmlnate" such Phargesa There is no coubb that it will be difficult

to achieve abolition in all cases, since ‘the developed countries can
fulfil this provisicn by substantially réducing the charges, However,
what is meant by "substantial! remsins to be defined, As in previous
instances, it seems essential to establish certain rules on the percentage
reduction that each déveloped country should apply to existing charges
for each of the products included in the list referred to above, This
could be another task to be carried out within the next two yea?s by

the Commission on Commodity Arrangements and Policles,

/For tropical
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Yor tropical products, however, totel abolition of charges was
accepted, but the-time~1imit was postponed until the end of the Develop-
ment Decade, - Although this postponement ﬁay represent a setbaqk
compared with what had been agreed to under GATT's Programme of Action,
“he acceptance of the provision by the developed market economy nations
as a whole gives it a more worldwide character,

With respect to internél fiscal charges on primary products
twholly or mainly" produced in developing countries, it was agreed
that they could be progressiﬁely reduced, but their total abolition
was to be effected not by any specific time-limit (even a longer
time~-limit than that requested), but "as soon as possible". However,
it is urderstood that in this case also the general provision referred
to above applies, indicating the end of the Development Decade as the
time-limit for fulfilling the provisions of this part of the recoumen=
dations, :

In this cornexion it should be noted that the reference to products
"whelly or meinly” produced in the developing countries restricts the
coverage to a small group of primary products (mainly tropical products),
since many ores, fuels and temperate zone agricultural products are
also'produced on a considerable scale in the developed countries,
Although this proviso was also included by the developing countries
in their original proposal, it should be stressed that the abolition
or reduction of internal fiscal charges would help to strengthen the
domestic demand for many other commodities in addition to troplcal

products, which would mean an increase in imports of those products,

(iv) Quanbibative restrictions. Under this provision the
developed market economy nations undertake to eliminate, ."in so far as
possible’, their quantitative restrictions on products of particular
interest to dsveloping countries within the Development Deqadeg (

Despite the reservations introduced, this provision paves the way
for a vigorous campaign to reduce existing quantitative restrictions,
and in particular to ensure that when such restrictions are maintained

- they are not of a discriminatory nature,

/One step
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One stép that could be;iaken,at cnce in this field would be to
indicatéfthe”eiisting quaﬁtiiative restrictions that the Latin American
countries wish to see eliminated, togetlfer with a possible time-table
for doing so, with ‘due regard for the provision on transitional prefe~
rential'arréﬁgements referred to in sub-paragraph (vi) belowi ’

(v) Domestic policies of the developed countries. The protectionist

or subsidizing policies pursued by the developing countries were exten-
sively discussed during the Conference, As this point is basic to the
strategy followed by many developed cowatries in protecting thelr pro-
duction of primary pdeUCtS;(GSpeClally temperate zone agricultural
products and certain ores),.lt naturally aroused the resistance of
most of those couwntriese f -
The firal text reflects some part of the concern felt by the

deﬁeloping countries, and embodies the intention of the developed™ -
| countries not to take measures that stimulate uneconomic preduction
in such a way as to deprivé developing countries of the opportunity
to obtain a fair and reasonable share of world markets and market
growthg ihe provision also recommends that where ex1st1ng 1evels of -
protection have adverse effects upon the exports of developing countries,
their form should be modified or their aggregate reduced, -

This text shows that despite the desire to prevent the situation
from worsening in the future, the present structure is left intact,
Consequently the countries, affected by protectionist poiiciés'Should
submit facts to show that the present systems and'le§els of protection
are restricting the markets for some of their exportable products, -

This is undoubbedly one of the most difficult probleﬁs to solve,
because of the domestic vésted'inierests in the developed countries that
are striving to maintain ﬂhe'statuslggg and prevent any chéngés that
would be High;y unwelcome; at least to certain groups. As:régérds the
‘~products covered by 1nternatloadl agreements, the problem may be resolved

by COwOTd*Patloﬂ of n“oduc icn policies,
- : !

j e . i{(vi) Transitional
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(vi) Transiticnal arrangements, The agreement on preferential

arrangements represented the area of greatest unity for the Seventy—
five, This was made possible by a formula that satisfied the two groups
of developing countries - those that enjoy some form of discriminatory

- preferential treatment, and those that are not included in any such
- favourable arrangement, in particular Latin America ~ and thus overcame

_ the main obstacle to the unity of the developing countries,

’ However, the compensatory measures provided for must be studied

. and agreed on, so that the proposed machinery can begin to operate as
. socn as possible, The work of considering and proposing suitable

- measures could probably be carried out by the Commission on Commodity

Arrangements and Policies, or by the Trade and Development Board

" itself,

{b) Actions recommended to the developed centrally-planned economy countries

This part of the recommendation contains a number of provisions

aimed at promoting imports of primary products and semi-manufactured

.geods by the developing centrally-planned economy countries from the

.developing countries, One provision suggests that the former, when

fixing the quantitative targets in their long-term economic plans,

‘should take duly into consideration the.export needs of the developing

countries,

’ If the economic growth rate in the centrally planned eccnomies in
recent years continue, and the above provision is fully satisfied, a
more rapid growth of trads between the two groups of countries can be
hoped for, although the probable amount if such an increase cannot be
estimated in advance, The centrally-planned economy countries indicated
their intention of increasing their purchases of commodities from the
developing countries, but stated frarkly that such increases would ‘
depend largely on the willingness of the developing countries to purchase
goods from the socialist countries,é/ In other words, the increas:

5/ In this connexion it should be noted that the centrally planned
economies consider their trade with the developing countries as
an integral part of the world trade system, Consequently they
believe that any expansion of their trade with the industrial
market—economy countries will make it easier for them to attain
high economic growth rates, and thus permit & corresponding increase
in their trade with the developing countries,

/in trade
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in trade between these two groﬂps of countries should take place in

the context of a traditional bilateralist framework, In this connexion,
however, the centrally plahned econonies were recommended £o develop
multilateral, as well as bilateral, forms of trade, to permi@ a more .
flexible use of the export earnings of the developing countries, Conse-
quently the Latin Ameriéan éountries, should explore this possibility

" further, since it would suit them better to reach agreements with
groups of countries than with individual countries,

Another recommendation was that all customs duties on primary
products both imported from and originating in the developing countries
should be abolished not 1at§r than 31 December 1965, However, in view
of the econcmic system prevailing in the centrally planned economies,
the removal of tariff obstacles will not suffice in.itself_to ensure
easier access to those markets, siﬁce imports‘into those countries
are determined .on the basis of the production and consumption provided
for ih the plans. Be that as it may, the abolition of tariff duties |
must in any case be regarded as a posiltive step towards'the‘simplifis
cation of trade with the developing countriese

(¢) Action recommended to all developed countries

The recommendation aiso contains general provisibns on export - -
subsidies, mixing regulations, and disposel of swrpluses of primary
products, ' - 5 '

Export subsidies are recognized here as undesirable.and harmful
in their effect on the exports of the developing countries, However,
unlike the. proposal put fquard by those countries,.the text does not
propose their abolition, but merely counsels prudence in their appli-
cation, .This point is closely linked to the question of the developed
countries? policy of 3upp5rting domestic prices, If that policy is to-
be maintained; the developed countries must in practice continue to
resort to subsidies in order to dispose of their products on the world .
market, The only path open to the dereloping countries.is consultation,
which may be requested by the countries concerned, Conseqﬁently it is

up to those countries to take the initiative in presenting specific cases

" /in which
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: in which their existing eoxr potential export eaimings are affected by
" such subsidies, It would be useful to study such cases as those of
wheat and cotton, for example, where subsidies may be affecting exports
* from Létin American countries, It would élso be useful to consider
the situation regarding meat, oilseeds and other produbts that appear
in the lists of sﬁrplus products that are being offered on special
- termsgé/
’ As regards the disposal of surpluses - both of agricultural products
. and ores - the developing countries! proposal was accepted that such
diéposal should be in accordance with interhationally determined criteria,
fbor agricultural products the FAO principles, subscribed to many years
-ago by the developed countries, could be applied, bubt no such rules
~exist for products of mineral origin, and they would probably have to
‘be established by the Commission on International Commodity Trade,
PROMOT TONAL MEASURES
(Recommendation A.IT.4)

This recommendation is to the effect that the new body established
oy the Conference should promote, within the United Nations family,
arrangements for various activities_relating to the marketing and
processing of primary products,; with a view to expanding markets and

increasing the consumption of such products,

6/  After the Geneva Conference certain actions were taken by the

' developed countries that, far from improving the conditions for
the disposal of the developing countries! primary products,
tended to worsen them further, Thus, for example, in the _
United States an act was approved empowering the Executive to
establish import quotas for beef and nutton, These quotas would
beceome effective when imports of those meats exceeded a propor-
tion of about 6.5 per cent of domestic production, In addition
the Department of Agriculture and the American Meat Institute
have begun a strong offensive to conguer meat markets in the
BEC, and have included meat among the articles to be sold on
special terms under Public Law N° 480, To all this must be
added the reintroduction of the equallzatlon tax on sugar imports
and the difficulties raised by Coéngress in approv1ng Unlted States
accession to the Conee Agreement,

/One part
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One part of this tauk, especially that r~lating to centres for
trade information and market research, could be entrusted to the new
body, and in particular to the Comnission on Commodity Arrangement
and Policies referred to .above, Another part would be the task of
existing organiiations,bsuch as FAO, which would carry out studies
on marketing methods and costs and related subjects, In any case the
new Commissién would‘organiZe and co-ordinate this type of study,
which is.of the greatest importance, particularly for agricultural
productssz/

WORLD FOOD AID PROGRAMUE
\Recommenuatlon 4,11.6)

This recommendation, which is based on a propoeal by nineteen
Latin American countries, points to the need to strengthen the present
World-Food Aid Programme of the United Nations and FAO by increased
contributions in cash and in kind, The Programme'is_attempting to‘
relieve food deficiencies in many developing areas until such time as
results are achieved by the efforts to increase agricultural production
‘and product1v1ty in those areas. The reccmmendation also recognizes
the w1sh expresscd in the First Committee that increased contributions
in cash shoulc be devoted to the purchese of foods’ 1n the develop_ng
countries that have exportable surpluses, B

However, it is made clear that present bllateral food disposal
programmes can continue,

COMPETI“ION ‘FROM SYNI'HETICS AND SUBSTITUTES
(Rpcemmendatlon A.IT.7)

The problem of competltlon flom synthetlc products was one that
received partlcular attentlon in the First Commlttee. It was recognlzed
that this was a serious problem, affect;na such agrlcultural products
as fibres, rubber, certaln vegetable oils and, to a lesser extent, wood

and some metals and oresa

1/ ,In connexion w1th th¢s recommendation it should be noted that the
: Inter-American Committee on the Alliance for Progress (CIAP) has
established -an ad hoc working group on the marketlng of agricultural
products, which is to encourage the preparatlon of spec1f1c projects
to solve problems that arise in this field, and facilitate the
-disposal of those products on both domestlc and world markets

/The working
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The working group responsible for this subject made a detailed
study of the problem, and of the suggestions made by the developing
countries, The conclusions reached may be regarded as generally
satisfactory for these countries, Thus, for example, it is noted that
the developing countries should take steps to raise the technical
efficiency of the production of natural products so as to reduce costs,
and should "improve quality and grading practices, to facilitate the
'disposal of these products on the world market, However, it was recog-
nized that such measures, though they might improve the competitive
position of the natural preducts, might not lead to an actual increase
in the export earnings of the developing countries, Consequently
stress was laid on the need to intensify research on additional uses
for the natural products, and to press vigorously for implementation
of the provisions on the reduction and abolition of tariff and non=-
tariff barriers. This would facilitate access to world markets for
natural and semi-processed products, In this connexion, it would be
desirable for the Latin American countries that produce these items
to co-ordinate their efforts in the field of research into new uses
for these products, and . to work together to arrive at agreements with
the developed countries, and with pﬁblié bodies, universities and
private industry in those countries, to initiate or expand such
research, ’ '

Similariy, it was considered necessary that in international agree-
nents on such products, or in study groups or other arrangemenﬁs; épecial
attention should be given to measures to eliminate violent shorteterm

rice fluctuations, since they weaken the competitive position of
- natural products in relation to synthétics, whese prices are mnchn more
? stable, |
Stress was laid on the urgent need to co—qrdinate policies and

* industrial investment plans in the developed countries, with a view to
_avoiding the creation of surplus productive cépaéity that might be |
jdifficult to convert to other uses and could lead to even further constric-

_tion of the markets for the natural products,

/The idea
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The idea of campensation to the developing countries for any
damage caused by the competition from synthetic products was not
accepted, However, the developed countries were recommended to adopt
financial measures to reduce the impact of synthetic products and facie
litate structural adjustmeﬁﬁs in the developing countries, It was also
recommended that the deveioﬁed countries should avoid giving special
encouragement to the production of syntheties that pose -a threat to
natural products, and where this is not p0351b1e, should consult with
the developlng countries affected, or with the approprlate international
bodies, in order ‘to consider forms of co-operation, 1ncludlng financial
‘measures, . S .

Lastly, it waejrecommended that & permanent sub-group should be
established, within the new organ established by the Cohference, to
deal with the preblems.reléting:to synthetic products, The first task
of the sub-group would'incldde studies on the feasibility of agree-
ments coverihg both the natural product and its synthetic substitutes,
and the possible role of long~term conktracts in stabilizing the market
for particular natural products, |

STUDY OF ORGANIZATION OF COMMODITY TRADE
(Recommendation A,IT.8)

This recommendation Was based on a proposal by the French-speaking
African countries that was subsequently endorsed by the other developing
count, rlesa-/ It calls for the establishment of an ad hoc hoc working party
of govermment experts to study the proposals and prepare "a programme
of action for the international organization of commodity trade which
will ensure that the developing countries will at all times be able to -
market their export produets in increasing quantities and at remune-~
rative prices, the !purchdsing power! of which should not decline”,

This working party, which is to be established at the first session
of the Trade and Development Board, should meet in January 1965 and
submit its report to the éommission on Commodity Arrangemehts and Policies.

8/ In the final vote it was not unanimously adopted; there were 3
votes against and 15 abstentions.

/The working



E/CN.12/C,1/21
Page 41

-The working party will consider the proposals and comments presented
by Governments before 1 January 1965, the studies undertaken by the
‘United Nations specialized agencies; and ény relevant recommendations

adopted by the Conference on Trade and Development,

Although it is not clearly laid‘down, it appears that this working
party should be an integral part of the Commission on Commodity Arrange~
ments and Policies, or should be ver& closely associated with it, Many
of the points relating to internatioﬁgl comnodity agreements and other
arrangements referred to in earlier paragraphs are intended.to help
improve the organization of international commodity markets,

France offered a few suggestion%{on this subject, A careful
study of those ideas might perhaps thfdw new light on the forms that
world organization of markets should take, In addition to ideas
already included in the recommendation on agreements, the French
proposal contains other suggestions that deserve further study,

One such suggestion is that certain developed countries might, as
part of their food aid programmes, help to finance an increase in the
trade in temperate zone products between the developing countries, This
would open up new export opportuﬂities for the developing countries
that export those products, Other interesting suggestions relate to
ways of raising price levels for vegetable oils and fats,g/ and bananas.lg/

9/ Broadly speaking the proposal is to reduce sales of oils and fats
by the developed countries and maintain the price of butter at a
high level, so that the price of margarine, and consequently of
the oils used in its manufacture, will not be affected,

10/ The suggestion is that the Latin Ameriecan producers of bananas
. should join in a single organization that could negotiate with
the large firms that market bananas in order to obtain prices
comparable to those received by other regions through protected
markets, ) '

/Although it
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Although it is not certaln that the short tlme—lnmxts indicated
can be met, the lLatin Amerlcan GL?@@MMEntﬂ mduid usefully transmlt -
their ideas and comments oh ‘the wuoject to the worklng party. Ih thls )
connexion the meeting of the ECLA Trade Commlttee prov1des a good B
opportunity to dlscuss’bhese problems end bring together Latln Americals
cenclusions in this field.r These conclusions could éubSeqﬁéﬁtlj‘be
transmitted to the working party or to the Comm1351on on Commodlty -
Arrangements and Policies 1tse1f“ o ‘ - '

]IVIPLEIVENI‘ATION OF THE RELOIH’[ENDATIO\IS AND CONS IDERAT ION
" OF PRINCIPIMS AND GUIDELINES

{
(Recommendatlons AcIL.2 and AgII.B)

_The Conference adopted these two recommendations unanimously. The
first affirms the importance and urgency of actions that need to be
taken by Govermments, individually and jointly, so as to Ebnducﬁ;a
concerted attack on internétional commodity problems, In the Secéﬁﬁ
the Conference recommends that the principles and general guidelines
submitted to the First Committee be remitted to the Commission for
Commodity Arrangements and'Policies, cr whatever corresponding body
may be established fdllowing the Conference,

MINERALS AND FUZLS
(Recommendation A,IT,9)

The oﬁposition of certain developed countries to the inclusion
in recommendation A,IL,1 qf minerals and fuels, especially as regards
the reduction or elimination of internal fiscal charges on these
products, made it necessary for the developing‘producer and exporter
countries, supported by all the _other developing countries, to pﬁi
forward this proposal as a separate dralt recommendatlon.“

Although the Conference adopted the recommendatlon by a. 51mple
majority, with 15 developed countries voting agalnst 1t ‘and 12
abstentions, the agreements reached among the developlng countrlea
will provide firmer ground for any action taken in this field by the

/producer and
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l producer and exporter countries.: It should be ndted that such action
. will be reinforced by the work Sging done by the Organization of
Petroleun Bxporting Countries (OPEC) to protect prices, In this
donnexion,'the possibility should be studied of reaching agreements
between producers of other iteﬁs, such as that contemplated for iron
by the Organization of Iron Producers and RExporters, These producer
:organizations' if they also looked éftef;the interests of consuners
fhrough appropriate consultation procedﬁres, could where necessary
provide the groundwork for arriving*at'iéternational agresments on
the lines indicated in the section concerned,

POSSIBLE LINES OF:ACTION

In the preceding analysis of the different recomnendations adopted
on primary'commodities, implicit or expliéﬁt indications were given as
to the steps which should next be taken in the discussions and negotia~
tions with the developed countries on this category or product, Tt was
clear that many of ‘the broad concepts enunciated in theArecommendations
ought to be translated into facts and figures, in order to provide a
sdunder basis for negotiation, Hence, first priority should be given ’
to the task of defining and clarifying these concepts and, at the same
time, of organizing and launching the institutional machinery provided
for by the Conference,

 For purposes of suming up, the main lines along which the acti~
vities of the Governments and international organizations concerned
with world commodity trade problems might be directed are set out
below,

1. Trade liberalization

(a) The developing countries should_prepare lists of primary export
commodities of particular interest to theip economies, The lists would
then be consolidated by the Commission on Qommbdity Arrangements and
Policies, in co—operatién with FAO and thé.regiohal economic commissions,

)Finally a
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Fmally a discussion would be held with the deﬂreloped countries on a’
general list of primary commodities which weu&.d ’beneflt from ‘the 11bera~
lization measures envisaged in pert IZ cf recotmendatlon A.II 1. The
list would be submitted to the Trade snd Development Board for approvai.

(b) "The exceptional circumstances in Whlch the developed courrtries
could suspend or withhold appl:x.cat.mn of the 11berallzatlon measures
provided for should be defined and the approprlate consultatlve machmery
created, " ‘ _

(c)  The percentage reductions in cﬁs’toxﬂs charges on priniary
commodities which would be cons:.dered " substantlal" 'w:.thln the mean:mg
of the term as used in the :‘ecommendat,..on, should be determ:med, as
well as the method for effecting such reductions,

(d) The quantitative restrictions to be abolished should be defined
and target dates for thelr abolition fixed,

(e)  The developing countries should determine the extent to whlch
they - ‘have been harmed by excessive protectionism on the part of the ’,
developed countries, S

- (£)  Measures designed to grant compensatory beneflts to the
countrles enjoying preferential treatment should be establlshed. '

(g) The developing countries should explore the pOSSlblll'by of
concluding trade and payments a;:reements that would eventually place
trade with the centrally—plarmed economies on a multilateral’ basis,

(h) Consultative machinery should be establlshed to dea.l w:Lth cases
in which export subsidies granted by the"developed countrles a.ffect
the export receipts of the developing countries.

(1) A financial formula should be devised to enable ‘the develop:.ng
countries to dispose of their primary commodity surpluses on an equal
footing with the developed coum,ries Whlch ‘have established special
programmes in this respect,g‘—l/ 4

(i) Crlf.erla for the Adz.s aosal of sm'plus mn.nlng products should
be laid down. ' :

11/. This applies particularly to températe-zone dgricultural commodities
°  such as wheat, and to meat if large surpluses are produced, It would
also be useful to study some kind of short-term mechanism which
would allow seasonal surpluses to be absorbed,

/2+ International




E/CN,12/C,1/21
Page 45

zi Internatlonal arraggements

(a) Crlteria for flxzng the basic purcha31ng power of exports
covered by international agreements should be established,
‘ (b) A list should .be made of the commodities likely to be the
‘subject of new international’ agreements ‘or other arrangements.lg/

‘ (¢) Existing international agreements should be revised and

adopted to the provisions of part I of recommendatlon A, II.l.

(d) The commodities on which study groups ought to be set, up
should be determined.

(e) A study should be made of the methods adopted and specific
machlnery for their appllcatlon should be establlshed.

(£) The possibility of concluding agreements by groups of products
should be considered, with special reference to natural products threatened
by synthetics and substitutes,

+ 3¢ Other aspects

(a) The World Food Programme of the United Natlons and FAO should
be strengthened by means of increased contrlbutlons in cash and in klnd.
Formulas should be devised allowing the additional monetary contribu~
tlons to be used to purchase commodltles in developing countrles with
exportable surpluses, _ ‘

" (b) Studies conducive to the technical improvement of production
and marketing of natural products affected by the competition of synthetics,
and to the exploration of new uses, should be undertaken,

(e¢) A special permanent sub-group should be formed within the
Trade and Development ‘Board to deal with problems relating to synthetics,

(d) A special working group of government experts should be set up
as a subsidiary of the Comm1331on on Commodlty Arrangements and Policies,
to prepare a programme of actlon whlch would help to organlze international
commodity trade, '

12/ Includlng agreements: among producer countrles, such as the cacao
agreements- recently:signed by six. countries (Bra211, Cameroon, Ghana,
Ivory Coast, Nigeria and Togo) and the petroleum agreement concluded
. through OREP

JIII
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- . - II:I .
TRADE IN MANUFACTUESS I SIMI-MANOEACTURES
| o INRODUCTION . -

The wishes of the developing countries’ with respect to exports of
manufactures and semi—manufactures are basically the same as those'
formulated.at Brasilia and Alta Gracis and may be summed hp as follows:
the prefereqt;elyebolltion of tariff and non-tariff barriers, and the
establiShment of systems and adoption of measures for the promotion and
diversification of their exports of marufactured products, In so far
as the abolition of tariff barriers is concerned, the'deVeloping_countries
requested that the developed countries should (a) accord preferential
treatment, not. subject to reciprocity, tc the manufactures and semi~-

manufactures of all the developlng countries, (b) grant immediate acCess,

free of customs duties, to ‘the manufactured products of the developing
countries; (c) gradually reducem with a view to eliminating, customs
duties on semi-manufactured products; (d) reduce the existing tariffs
on manufactured products iﬁ earlier stzges of processing; and (e) elimi~
nate, immedlately or by stages, the preferences previously accorded to
developing countries, , L

As regards'the abolition of non-tariff barriers, the developing
countries requested that the developed countries would (a) eliminate all
quantitative and non-tariff restrictions; (b) refrain from establishing
new‘bérriere; {e) 1ift a1l discriminatory measures; and (d) remove all .

- ‘trade restrictions deriving from trusts, cartels or patents;

Lastly, the ‘developing countries advocated the followlng additional
measures in connexion with the promotion and dlver51ficatlon of their
exports of manufactured products; »(a) the formulation of specific
international technical assistance and financing piogrammes; (b) the
channeIllng of such assistance through regional agencies; (c) the promo~
tion by the developed countries of imports of manufactured products ,
of export interest to developing countries; (d) the establishment of o
a system of perlodlc evaluation of the benefits derlving from preferences;
and (e) the setting up of a spec1alized agency for 1ndustrlal development.

/These wishes,
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These wishes, which are closely interrelated, were embodied in
draft recommendations presented to the Conference in the form of joint
~documents reflecting the'§iéwéwof‘ail'the developing countries,

During the discussions in committee all the developed countries
‘Wwere agreed, in principle, on the need for international co-operation
aimed at speeding up the process of industrialization in the developing
countries and at promoting their exports of manufactured products,

Most of the developed countries agreed that procedures should be established
which would help to diversify and increase the export trade of the
developing countries, They also accepted ﬁhe principle of granting
manufactures from the developing céuntries fieer and wider access to

their markets through the reduction of tariffiand non~tariff barriers,

Three of the pfoposed recommendations were adopted with virtually
ﬁo opposition, and the remaining three with some of the developed
countries voting against or abstaining, Of the latter, the most
controversial proposal related to preferences, which was later replaced
by two recommendations adopted without opposition in plenary,

In the light of the wishes formulated at Alta Gracia, combined
with those expressed by the developing countries of other regidns, the
results of the Conference, in so far as manufactures are concerned, were
fairly promising, but require further clarification and decisions, The
results in regard to recognition of the principles upon which the
aspirations of the developing countries are based, while not far-reaching,
may be considered satisfactory for a first meeting of this kind and
scope, Recognition of the need for international co-operation and the
possibility of adopting a system of preferences in favour of manufactured
products from developing countries represents an important étep'fbrward
in view of the reluctance previously shown by most developed countries
on the subject, '

i In the matter of specific obligations and commitments, progress
was less marked, The developed countries with market economies, on
which the developing countries placed their main hopes, were unable to
enter into any commitment which would result in immediate abolition
of éxteinal obstacles to the developing countries! export trade in

/manufactures and
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manufactures and semi-manufacturcs, The min problem lay in the .
difficulties encountered by the Qevelened countries 1n finding formulas
that would allow them to overcome ahe discrepancles in their indivie
dual trade policies.

~ Attention should be drawn to the fact thet the deVeloped countrles,
in opposing the measures proposed but whlch failed of adoption, did not
act as a single bloc. It is possible, therefore, that in the insti~
tutional machinery called upon to coﬁtinue with the work- of the Conference
‘the-discussion started at Geneva cankﬁrogress to the point where :
specific formulas and measures, acceptable to. all, will. be found parti-
cularly in relatlon to the system of preferences.

CREATION OF A SYSTEM OF PREFERENCES AND CONDITIONS
FOR ACCESS TO MARKETS
(Recommendations A. I1T.4 and A.III, 5)

These twn recommendations, whmch were adopted unannmously, may have
considerable influence on the future treatment of 1mports of manufac—
tured products from the developlng countrles. They comblne two distinct
strategies, ‘

The flrst, indicated in recommendation A,III,5, is based on the
creatlon of a system of preferenoes in favour of manufactures from ' .
the developing countrles. Accordingly, it assumes that the developed
countries will grant special tariff reductions outside the framework
of bilateral negotiations, but activated by a general desire to concede
special facilities not extended o the rest of the developed countries.
The validity of the preferences would depend on the difference between
the customs tariff in force'for the rest of the world and that applied
to the developing countries, This diflerence constitutes the whole
basis of the system. The p01nt at issue, therefore, is not’ merely
access to markets, as it is in the case of primary commodltles. Privi-
leged treatment 1s a form of assistance to new=born industries designed
to help them to exoort until they reach maturity, Otherw1se, it
would be very dlfflcult if not impossible,.for developing countries
to compete in world markets against the dindustry ‘of . developed countries,
and they would be unable to.creabe the substantial flow of exports they so

urgently require,
/The second
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The second strategy to improve export prospects is based on
‘providing wider access to markets, as laid down in recommendation A,TIT.l.
In this case, preferences would. disappear, together with the prospect
that the developing countries would benefit from special multilateral
action in their favour, such as that implicit in the system of prefe~
rences s which in essence is a form of special protection for their
new industries, Nor would there be any reason to create special machi-
nery- designed to secure favourable terms for exports from developing
countries, These would then depend upon a possible expansion of the
market ‘achieved through negotiations aimed chlefly at meet:mg the
WlSheS of the industrialized countries, '

Naturally, the former alternative seems preferable for the developing °

countries, since it envisages practical international action on their

: behalf. The achievement of a system of preferences should, therefore,
continue to be thekey objective in the negotiations undertaken by the
Latin American countries, Although recommendation A JITY,5 did not
éctually include a specific commitment regarding preferences, it
provided for the necessary machinery to negotiate on this point,
Success will still depend on the powers of persuasion of the developing.
countries and of those industrial nations which agreed in Geneva that

a system of preferences of some sort was desirable,

While the task of persuasion and negotiation in favour of’ preferences
is carried on, something could be done about the action suggested in
recommendation A,IIT,} - access to markets, The developing countries
should take the fullest possible advantage of the opportunities which
the recommendation may create, In this connexion, however, the following
considerations must be taken into aecount: ‘ )

-(a) The recommendation consists largely in reaffirming the
commitments which the developed countries have assumed over the past
few years, within the framework of GATT, with respect to expansion of
the developing countries! export trade, They have promlsed in essence,
not to raise existing barriers to effect the maximum reductions in
customs duties on manufactures of export interest to developing countries,
and to abolish quantitative restrictions, There was also general acceptance
of the principle that developed countries should not expect.reciprocity
from developing countries in respect of concessions granted,

/It is
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It is to be hoped that a commitment sach as that assumed at
,Geneva will provide sufficient backing for the de#eieping countries?
demand that quantitative restrictions be abolished and that tariffs
not be raised any furthers It will also be possible to negotiate a
substantial reduction in tariffs, It should be noted that, under the
GATT machinery, the abolition of restrictions and the reduction of |
tariffs would have to be carried out by all the industrialized countries
members of GAT; thus, they would not be preferential in nature, More-
over, as previously stated,fnegotiations for the reduction and abolition
of restrictions would primarily take in-o account the export potential
and reciprocal concessions effered by othe# industrialized countries,
(b) Were they to be placed within the institutional framework of
GATT, the commitments der1v1ng from the recommendation would depend |
essentially upon the tempo and characteristics of the next stages of
multilateral negotiation between the major countries, They would depend
specifically on the results of the Kennedy Round, However, the Kennedy
‘Round has been beset by proeedural difficulties in connexion with both
the concept of linear reduction and agricultural commodities, These
difficulties might prevent any effective progress from being achieved
in the near future, and thue nothing would be done about the reductions
which, in theory, should be extended, without reczproclty, to the developing
4 countries, ; ’
(c) If the developed countries swiftly reduce the tariffs they
apply to one another, the margln available for the g crantlng of preferences
will shrink in proportion, : Hence the developed countries should put into
effect a system of preferences as soon as possible, before the gradual
elimination of tariffs between them dashes the hopes of the: developlng
countries, Equally press1ng is the need, for the developlng countries
to redouble their efforts to secure the establishment of preferences and
to reap the benefits of a system which might well constltute a hlghly
important factor of lndustrlal development.

/AGREEMENTS ON
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AGREEMENTS ON CO~OPERAT ION . AVIONG JINDUSTRIAL SECTORS ™ .:
(Recommendatlon A III.2)

_ Although recommendatlon A.III,2 does not embody<all the hopes -and -
aims expressed at Alta Gra01a, 1t 15 in harmony .with the concepts. of -
international industrial co~0perat10n as set forth in the documents
presented at the Conference;;2( Such co—operatlon undoubtedly holds
out broad prospects to the developlngvcountrles, given the specially
favourable financing, technlcal 3331stance, equlpment credit and market
conditions it will create for the proposed 1ndustr1es. This recomen~
dation can therefore be regarded as a practlcal result of the Conference.
- The prospects-which at flrst 51ght are opened uo by agreements
of the type proposed seem to be unsupported by sufflclent data - or at
any rate they were not presented at the Coriference - on the results
already obtained through this form of" co-operatlon. It would therefore
be advisable to obtain fuller information about the background, the
principal examples and practical results of the agreements currently
in force. It would also be useful to ascertain the types of 1ndustr1es
that . are normally selected, those der1v1ng most beneflt from 'such agree—
ments, the generdl conditions regulating trade between the contrectlng
parties, and whether or not all developing countries - whatever thelr
geographlcal economic or political orbit - can accede to the egreements
on an equal footing, '

In accordance with the terms of the recommendatlon paragraph 2,
relating to ‘the partles to agreements, and paragraph 11, concernlng the
method of negotiating agreements ~ the 1nterested parties can only be
countrles with centrally planned economles (one country or more), on the
one hand, and developlng countrles (in the _same proportlon), on the
other, Since they lack tralnlng, 1nformatlon and technlcal _knowledge,
the latter would be at a dlstlnct dlsadvantage wlth respect to the former.
It would be as well to strengthen the negotlatlng powers of the developlng

/s

13/ T'See, i partlcular, Towards a_new trade pollcy for development 1
- Report by the Secretary General of the United Nations Conference
on Trade and Development (United Nations Publication, Sales
NO 6ho II Boll')i

/countries by
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countries by meéns of assistance in the form of advice from a suitable
international agency, either agency which is o carry on with the

work of the Conference or’ one of the Reglonal,Economlc ‘Commissions,
dependlng upon the 1ocatlon of the deva10p1ng countrles concerned

MEASURES HECOMMENUED TO THE DﬁVELOPED COUNTRIES WITH
"~ CENTRALLY-PLANNED ECONOMIES
(Recommendation A4IIT,7)"

This recémméndation sets forth some of the comitments which the
countries with centrally-planned economies might undertake, provided
always that the requirements or conditionsrlaid:down-in the ' recommen-~
dation are met, f '

The text begins by stating that the ¢ountries in questlon w1ll,
within the framework of their long-term plans, take approprlate measures
to bring about the dlver31f1catlon and 51gn1f1cant growth of their 1mports
of’manufactures and seml—manufactures from the developlng countrles.

As the countries with centrallymolanned econamies fix their import
programmes on the basis ofiplans for five years or longer, the actual
results of such an undertaklng will not be easy to assess, ' It will be
incumbent upon each of the, developed nations concerned to determine '
in advance the amount of manufactures or semi-manufactures that they
propose to import during the period in question. In view of this, the
recommendation, as it stands, merely represents an uhdertaking on their
part to take the expansion of trade into account in their long-term
economic plans, ' 5 |

On the other hand, the recommendation is clear with respect to the
reduction or abolition of icustoms duties on goods importedjfromrthe '
developing countries. The practical results of this measure are’
unlikely to be very strikihg, since the trade structure of the countries
with centrally-planned ecdnomies has precluded the tariff instrument
from becoming an important factor in their trade policy, The recommen~ -
dation further states that all decisions regarding imports. from developlng
countries will be taken 1n 'such conditions as will result in the growth

'
{
i
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of the said 1mports. The developlng countrles, for their part, underw
take to accord to the countrles with centrallyhplanned economies the
same trade condltlons as those they normally grant to the developed
countries with market economies,
| With respect to long-term trade agreements, the countries with
:centrallyyplanned economies contend that such agreements should be of

a bilateral nature and involve an'undertaklng to conduct trade on a
‘reciprocal basis. This again leads to the problem of barter. The
relevant paragraph of the recommendatlon can be linked with paragraph 9,
which introduces the concept of trade compensation in more precise
terms, although in the inverse sense of matching an expansion of imports
by the countries with centrally~planned economies from the developing
countries with an increase in imports by the latter from the former,

Paragraphs 5 and 6 are positive in that they express the intention
of the countries with centrally-planned economies to use the funds they
may receive in repayment of credits granted by them to the developing
countriés for the purchase of manufactures and seml-manufactures from
those countries, This undertaklng includes the products of 1ndustr1es
built with the credits provided by the countries with centrally-planned
economies, It is also stated that ﬁhe countries in question are prepared
to co-operate with the developing countries in the manufacture of new
products, especially through the conclusion of long-term agreements or
contracts, and through the provision of the necessary technical
aésistance. ‘

Paragraph 7 shows some progress on the question of multilateral
trade among the countries with centrally-planned economies, The
possibility of effecting such trade is made conditional upon the
economic advantages it can offer for the interested partles. The same

- condition is laid down with respect to the gradual transfer of credit
balances between countries with centrally-planned economies, provided
that the partners concerned are in agreement as to its desirability,

/The final
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The final paragraph of the reccmmendation deals with a question
which has aroused considerable comcern @rpng the developing countries,
It declares that the countries with centraily-planned economies under-
take not to re-export goods purchasec -in developing‘countries without
the consent of the parties?concernedg '

To judge by the documents presented at the Geneva Conference and
subsequent data,'brade between the developing countries and the
countries with centrally-planned econcmles, which has hltherto been
negligible, is showing 51gns of increasing, Hence, the purchasing
power of the countries with centrally-planned écomomies must be
viewed as offeriﬁg possibilities for the future, provided that a number
of practical obstacles are overcome, These obstacles derive mainly
from the insistence of thé countries In question on operating through‘
bilateral agreements which, at least in so far as trade with the
developing countries is concerned, has continually led to ?he practice
of barter, . This has grea?ly reduced the possibilities of benefiting
from the potential mafket:and have prevented the developing countries
from acquiring sufficient experience of trade with the centrally~

planned economies,

{

INDUSTRIES WITH AN EXPO?T POTENTIAL IN THE DEVELOPING COUNIRIES
(Recommendatlon A.ITI,3)
The draft recommendatlon submitted by the delegatlon of India

gfouped together the measures proposed under three main heads, namely:
(a) measures for developing industries with an export poténtial;.(b) aids,
incentifes and other meaéures for strengthening the cqmpeiitive possibi~
lities of the pro&ucts mdnufactured by those industries; (c) subsidies
to be granted, whenever necessary, £0 enable the products of deVeloplng
countries to compete in 1nterndtlonal markets with those of the developed coun~
tries. The developing countries contended that the sub31dies would constitute
a vital stimulus for their manufactures, enabling them to' compete on an
equal footing with similér products from the developed countries should
the adoptlon of a system of general preferences and other aids and
incentives in favour of the products of export 1ndustr1es prove inadequate,

i

; /The Committee
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&he Committee was unable to come to an agreement and transmitted the
draft recommendation as a whole to the Conference, which, as explained,
deleted the paragraph relating to subsidies pending the completion of
the relevant studies, in order to remove any obstacles that might
preVent the adoption of the- recommendation,

In its present form, the recommendation is simply an appeal to the
developing countries to choose the best policy for establishing and
developing an .export industry,

While acceptance of the recommendation does not compel the
developed countries to enter into specific commltments, its 1mmed1ate
implementation would do much to convince them that the developlng
countries are really bent upon achieving industrialization as quickly
as possible and increasing their exports of manufactures, To the
extent that they possibly can, the developing countries should carry
out forthwith the measures provided for in the recomnendatlon. In so
d01ng, they will enhance the possibility of success in their negotiations
with the developed countries aimed at abolishing external obstacles and
adopting a system of general preferences in favour of their manufactures,

MEASURES RECOMHENDED TO THE DEVELOFPED COUNTRIES
WITH A MARKET ECONOMY

(Recommendation A,III.6)

Among the obstacles and difficulties faced by the deVeloolng
countries in marketing their manufactures (processed and seme-processed),
the documents submitted to the Conference mention the following: 1lack
of information on internal trade practices in the developed 1mport1ng
countries; domestic restrictions on trade imposed in the markets of the
importing countries; controls der1v1ng from the use of patents and licences;
the zonal distribution of markets by the big commercial firms of the
industrialized countries; the dearth of 1nformatlon in the developed
countries with respect to industrial development and investment possibilities
in the exporting countries; and the want of trade co—operation between

/the developed
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the developed and the developing countries, Recommendation A,IIT,6,
which is worded very precisely, suggests appropriate measures for
removing the obstacles and difficulties, measures which seem to be in
keeping with the ends pursued, Hewevar, as this recommendation,'like
the others, is expressed.in conditicnal terms, the measures proposed are
optional and depend on the goodwill of the developed countries, IMore—
over no indication whatsoever is given with respect to the application
of the measuresmsﬁggested,zwhich has apparently been left to the discre-
tion of the individual developed courtries, In'any case, the developing
countries may well be confronted with a confused situation deriving
from a pléthora of different measures that edch developed country is
liable to take and which may not have the effect of facilitating the
sale in its own home market of mamufactures from the developing
countries, if'thé_reéomméndation is to further the ends pursued, an
agency must be appointed to promote tre application of the measures
concerned énd"to decide on the specific steps to be taken by the .
developed countriés on the basis of more or less uniform criteria,

The application'of these measures would merely require of the
devieloped countries internal adjustments which would in no way disrupt -
their domestic trade, This wés»cléarly understood by some of the
developed countries. They indicated, during the Committee debates, that
they had, on their own initiative; taken steps aimed at securing the
objectives set forth in the recommendation,

It should be remembéred, howeve:»; that the application of the
recommendatioh By the group of develoved countries cannot do much to
stimulate the export trade in manufactures from the developing countries
so long as such trade continues to be impeded by tariff and non-tariff
barriers, The pro#isions of the present recommendation ehvisage
supplementary measures, whlch cannot become fully effective until all

such barriers are abollshed.

/POSSIBLE LINES
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POSSIBLE LINES OF ACTION

With due regard’to'the‘consideraﬁions set forth above, the
following are some of the magor areas in which the group of Latin
American countrles can take practlcal actlon.

1, System pf‘preferenceS-and access to markets

-The developing countries should continue to make every effort

to secure the establishment of a system of preferences embodying the
general features of the draft recommendation sﬁbmitted in Geneva by
the Seventy-five, |

They will first be able to do so in the special group of
governmental experts to be appointed by the Secretary-General of the

United Nations. The Latin American countries should continue to

look into the possibilities and problems involved in the establish—
ment of a preferential system, so that they can take an active

part in the discussion of the sﬁecial comnitteel!s report and subsé-
quently turn to the best possible account such positive conclusions
as the Conference may adepﬁ; |

' Once the report of the group of experts and the studies on the
developing countries are made available through the 1nst1tutlonal )
machinery set up by the Conference, specific procedures can be decided
on for negotiating the establishment of the system, ,

Until such time as the system becomes operatlve, the developlng
countries should spare no effort to ensure that any reductions .
negotiated 1n GATT are actually applied to tariffs and other trade -
pbarrlers on those products which are in a better competltlve p031t10n.
For 1nstance the developing countrles might, as one of thelr cardlnal
alms, 1mmed1ately tackle the problem of inducing the deVeloped
countries to abolish custams duties on all seml-manufactures. It is
in relatlon to such products in fact, ‘that the developing countries
amply endowed with raw materials could most rapidly achieve campetitive
* status, provided that they were assured of open world market free of
restrictions of any kind on their production.

/Attention should
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Attention should also be drawn to another aspect of the question
of access to markets, which is referrec to in the final sentence of
paragraph 10 of recemmendetion AJITI. a' "The benefits of the negotia~
tions should not be limited to countries which are members of the
international organization ubder whose aegis the negotiations take place",
As several of the Iatin Am*“ﬂﬁan countries are not members of GATT, it
is advisable that, aciis« =4*h r on their oun acesuat or through their
respective regional orgaujzutionsg they should secwe a formal declara-
tion in that respect., : o

Similarly, it is VItél that representations be made to the principal
negotiating countries in the Kennedy Round to ensure thaet other products
of special interest to the develonlng courtrles are included in the lists
of reductions and that these are as subutaneial as possible.‘ The prepara-
tion of the lists, a statement of the grounds Justifying the reductions
and the representétions to the negotiating countries should be the first
action taken by the Iatin American countries, |

2+ Sectoral agreements on co-operation

As regards the sectofal co~operation suggested by recommendation A,IIL?,
the lines of action to be pursued by the latin American countries ~ apart
from those suggested by the?countries with centrallyaplanhed.economies -
might be those indicated injthe recommendation, which are taken to be the
following: (a) a searching examination of the operation of existing
complementarity agreements, "of the general conditions governing them and
of the factual results obtained by the countries that have taken advantage
of them; (b) a study of the kind of industry that is most likely to obtain
benefits from agreements of: the kind described; (c) transmission of the
resulting information and findings of thie studies on developing countries;
and (d) special assistance for developlng countries anxious to enter into
sectoral complementarity agreements. These studles and services could
be undertaken and provided by the regional economic commlssions under
the aegis of the organization that will continue the work of the Conference.

/3; Measures
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34 Measures recommended to developed countries with
' centrallx&glanaed economies

In relation to these measures,. the text of the recommendation

‘ may be considered as indicating certain lines for future action,

namely: (a) that the coeintries with centrally-planned economies should

- really include in their s.ong-term development programmes an increasing

- volume of imports cf mo:ufactures from the developing countries; (b) that
' these countries should take into account the trade difficulties

besetting the developing countries because of continuing support for the
type of trade relations that are based on bilateral agreements and

thus, by their very neture, lead to barter: (c) the advisability of
obtaining proper techni sl assistance so that the developing countries
can enter into long-term agreements with the centrally-planned economies,
Co-operation of this kind through appropriate machinery would enable

the developing countries to make greater use of the possibilities of
trade expansion offered by the countries with centrally-planned economies,

4e Industries with an export potential

In relation to the recommendation on this question, the following
lines of action are suggested: (a) an analyéis, by countries, of
industrial planning in the Latin American countries that are already
industrialized; (b) a study of the possibilities of establishing new
industries potentially capable of exporting to the less developed
Latin American countries, -

It should also be borne in mind that the problem of subsidies
for the manufactured products of the developing countries has not been
solved, Further discussions on the question should therefore be held
in the organization that is to carry on the work of the Conference until
a solution is found that is also acceptable to the developed countries,
a number of which are heavily subsidizing the production and marketing
of some of their'pfimany commodities,

ks
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5« Measures recommended to the developed countrles
with & market economy A

In order to facilitate and expidite the implementation of the
recommendation concerning measures that should be adopted by the developed
market economy countrlee the 10110ﬂ1ng lines of action are proposed:
that the developing count rles prepare an outline of appropriate measures
of an administrative, fiscal, juridical, financial and other mature
that might be adopted by the developed countries for the purpose of
eliminating the obstacleé and difficulties encountered by their manue-
factures in the domestic markets of “he developed. countries, The outlines
in question would be submitted to the developed countries and the orga=-
nization that is to continue {he work of the Conference for discussion
and subsequent adoption.; They can always de adapted to the particular
conditions and leglslatlon obtalnlng in the developed countries which
are to apply them,
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v
FINAMCING OF TRADE AND DEVEIOPMENT
INTRODUCTION

1. The aims of latin America

The wishes and aims underlying lLatin Americats participation in the
Conference were based on the Charter»of Alta Gracia, and the following
were the principal points to which they related: (a) external financial
assistance should be sufficient to permit the systematic implementation
of development programmes likely to generate a substential increase in
income; (b) the terms on which such external aid was granted.ﬁncluding
the length of amortization periods) should be adapted to the various
developing countries! repayment capacity, and, similarly, the current
external debt services of the countries in question should be reviewed
and rescheduled; (¢) some equitable system should be established to
compensate for the deterioration of the tems of trade, on the basis of
resources supplied by the developed countries,.and existing methods of
offsetting short-term fluctuations in the balance of payments should be
improved; (d) the conditions at present governing the private financing
of international trade operations should be revised, particularly in
the case of suppliers? credit, with the aim of bringing them into line
ﬁith the needs and interest of development, and systems of financing
developing countries?! exports should be instituted; (e) the problems
éeriving from the lack of international liquidity should be studied with
due regard to the peculiar difficulties of the developing countries, and
the international financing agencies should modify their policies with a
view.to offering such countries more favourable credit terms and longer
time~-limits for repayment, besides facilitating their access to inter-
national capital markets.

/2. Results
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2. Pesults achieved

In Geneva, this platform was amplified by the incorporation of other
important points, relating especially to precise criteria for tying external
aid to development, evaluating the needs it should cover, defining the
specific form that the develobed countries! contribution to develobnent
financing should take, etc.

L At the proposal of. ali the developing countrnes, the Conference
1 'adopted a body of recommendations which-dealt -coherently and.comprehensively
“w1th the essentlal issues of trade and cevelopment financing, - -
' " Some of the recommendatlons uut forward did mnot galn -the sunport of
ithe 1ndustr1a11zed countries. Others, zgain, were. unanlmously adopted;
they represent general declaretlons and prlnc1ples of -great value in
'frelatlon‘to the systematlc chamel’ing of external aid, or concrete
advances., Cases in point were those that bore on the -financing of
stmictural balance-of-payments disequilibria and-the improvement - of the
system of credits to compensate short-term fluctuations in export earnlngs.
Thus, the results achieved in the field of financing nust be regarded on
‘ the whole, as a great stride forward in the process of determining inter-
‘national respon51b111ty for the provision of aid on a scale and on terms
'iconsonant w1th the dynamlc requirements of “theé developlng regions of the
world. 4 ' .
" In the aggregate, the fecommendatlons do in fact imply - recovnltlon
" of the 1nternat10nal communlty's share in the. respon51b111ty for the,
flnanc1ng of developm=nt and the consequent need’ to. organize such
f1nanc1ng - whatever its source, public or private; bilateral or multi-
lateral -~ on a co—ordlnated basis. On the side of the developing countries,
 this respon51b111ty means that they must do their very utmost to mobilize
their internal resources for the implementation of systematic developnent
plans de51gned to secure satisfactory rates of: economic growth; while on
"the developed countrles' side, it signifies the provision of adequate aid
for whatever plans may be put into execution,. on terms and for periods

compatible with the repaymert capacity of the recipient countries,

/One of
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One of the great achievamenis‘of‘the Cbnféxence consists in its
having definéd, in cdnstructive:and orgénic terms, the prinéiples that
. should be observédZin”intérnatiohél financial co-operations Although-

“the recommendations édopted do nof imply'the assumption of specific
‘commitments on the part of the devéldped countries, they give the

developing countries an incentive to begin applying the standards established
in order that their economies'may comply with the conditions agreed upon;

and the principles laid down can be invoked in any negotiations that these
‘same countries may conduct henceforward in order to obtain more systematic
Jand'adequate international aid,

The conclusions of the Conference will undoubtedly serve as a basis
for whatever steps the developing countries decide to take on their own
account with a view to the acquisition of enough resources to initiate
or maintain the execution of develomment plans; to the consolidation and
rescheduling of their exterhal debt; to the establishment of intre-regional
financing mechanisms and the improvement of those already in existence; to
the provision of more attractive terms for direct investment, and so forth,
At the level of negotiations with the capital exporting countries and with
the international credit agencies, the results of the Conference likewise
open up significant possibilities of introducing new types of compensatory
financing to offset long-temm disequilibria in the balance of payments; of
improving the present systems of credits to compensate short~term fluctuaw .
tions; of expanding the existing sources of multilateral financing and
establishing new ones; of securing better terms in respect of suppliers?
¢redits; of ensuring that the modifications of the intermational monetary
system under study take into account the developing countries! liquidity
problems, and so on,

A1l these questions call for perseverance, energy and above all
solidarity in the active pursuit of the lines of policy adopted by the
developing countriés as a whoie,’whicﬁ must never fail tb find expression
at international gatherihgs,,including those at a2 regional level, In this

last connexion, Latin America can act through the existing instruments of

/multilateral co~operation
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multilateral co-operation: the Inter-American Comnm,ttee on the Alliance
for Progress. (ICAP), the: .Lntera»Amemcan Development Bank (IDB), the latin
American Free-Trade Assoclatlon (AIAI.C) and the Central Amerlca.n Common
Market, whose respective. terms of reference afford various ways of
apply:_Lng the recom;nendations of the Conference. :

LW s -

RECOM'IENDATIONS ADOPTED

"In order to facllltate qher'- evaluation, the recmmnendatlons adonted
'in connexion with flnanclng may be classified in three major groups.
(1) Those which could be put into practlce in the immediate future,
-, elther because they estubl_gsh COndltlons for the i’lnanclal
.. aid to be offered by the developed countries which these latter
have already accepted, or because they request ;nterna.t:ppnal
. agencies to carry out studies, on the way in which certain
L . financing mechanisms of procedures should operate; - |
" (2).. Those that merely lay down géneral. principles which relate
to specific aspects of ‘international financing, but which
are unlikely to be applicable over the short term, mainly.
because they have not received sufficient support;
(3) Those whose )prima.z-y object is the creation-of new financing
, institutions. ' ) o
The recommendations in the first of these groups are’ the most
*‘ important - ‘both beceuse they were widely: accepted at the Conference and
"“because they cover wtal toplcs,, renrﬁsent the consolldatlon of ideas
‘favourable to dsvélopment., or have some prospect of bractlcal appllcat:x.on '
in the :unmedlate future, The significance of the other two groups is more
limited, although some of the rccmme"natlons they include may gain in’
feas:r.blhty and :unportc,nce 4s the result of further study.

1. Recomendatlons lending themselves to actlon 1n
“the nmnediate future I

This group comprlses recommenda.ta.ons of two dlfferent typesr' -(a) those
that seek to adapt the scOpe and proc edures "of external i‘lnanung to. the
requirenents of trade and development; b) those aimed at the creation
of new sources of financing or the expansion of those already existing.

/(a) Adaptation
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"‘(a) Adaptation of the scope and procedures of external financial
' assistance to the requirements of trade and development

- The recommendations 'grouped under this head represent a methodical
attempt to define the role of international financial aid in relation to
a central idea, namely, that the aid in question should be provided on.
ierms such that the internal efforts of the developing countries can be
systematically complemented, the gaps in their capacity to import filled
é_md their rates of development ‘thus raised to satisfactory levels. This
function of aid in relation to plans and to development needs emerges in
the relevant recommendations as an essential characteristic, and signifies
a commitment on the part of the developed.countries to seek the most
effective ways and means of fulfilling it, ‘

This group of recormendations also includes provisions relating to
the terms on which financial aid should be made available in accordance
with the developing countriest capacity to repay; to the necessity of
revising and rescheduling the latters! current debt services; ard, in
addition, to the need to overhaul existing suppliers? credit systems.
All these recormendations are closely linked to the central idea that
~the aim of external aid should be to pemit, on a continuing, flexible
aﬁd adequate basis, the maintenance of.an internal effort which will be
conduc:Lve to high rates of development,

The establishment of this principle at the world level is of very
great importance for the developing countries, which will be able to
secure systematic backing for their integrated development efforts,

The following are the subjects of the recommendations included in
th:Ls sub-group: Guidelines for international financial co-operation (A.IV.1);
Growth and aid (A,IV,2); Problem of debt service in developing countries
(A.1V,5); Regional Development (A.IV,10); Suppliers! credits (A,IV.14);
Fihancihg of marketing of primary products (A.IV,16) and International
monetary problems (A,IV,19 and A,IV.20),

/GUIDELINES FOR
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GUIDELINES FOR INTERNATIONAL FINANCIAL CO-OPERATION
(Recomendamon ALIV.1)

.This recommendatlon sets forth the grotp of prlnClpleS and standards
which, in the opinion of both the develcped and the deVe10p1ng countrles,
should be applied in relation to the external flnanc:.ng of economic develop~
ment, It embodies the prineiple that external aid should be directed
towards the implementation of sectoral, regiona;, natiohél and multi-
national develomment plans, and delines the respénéibi]:ities incumbent
upon the developing countries themselves - in the sense that they must
maximize and organize their internal effort -~ as well as"'the characteristics
of the aid that the industrialized countries should prov1de.

In conformity with these characteristics and obgectlves R @cternal aid
should be continuing and flexible, so that it can be adapted ‘to the -
necessity of safeguardlng develoment plans both agalnst the risk of a
shortage of funds in the course of their ekecutlon and agalnst such
contingencies as 2 sudden fall. in the prlcea of export commodities, .The
most important. conclusion to be .drawn from this reconunendatlon is that the
purpose of aid is to enable the developing country, on the basis of a
combination of its own efforts with external resources, to achieve & rate
of developnent such that. little by little it will bie’ able to stand entirely
on its own feet. | , .

This recormendation therefo re enshrines the principle that aid must
be of an.over-all and permanent character, not sporadic or tied to specific
projects,. L | o e

© GROWTH AND ATD .
(Re'comenda.tion A.TV.2)

Thls recommendatlon is complementary to the foregomg 1n so-far as‘ '
some of the procedures for 1ts application are listed, and an attanpt is - )
made to quantlfy the flmnCIal assistance which the developlng econom:l.es
should be able to obtain from the developed countries, Its significance
is therefore as vital as that of recommendation A.IV,1, An impértant
feature is its methodical definition of the capacity to import which the |
international mnﬁhimity should enable the developing countries to achieve,

/and which
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and which should be sufficient for higher rates of development to be
~attained on the basis of the combined total of export proceeds, invisible
. earnings and capital inflow, including external aid,
According to the principles laid down, the task of assessing the

‘magnitude of the aid .required should be undertaken by the competent
international bodies, They should examine the economic situation, the
plans and the available internal resources existing in individual countries
in order to decide what rate of develomment they may reasonably be expected
to attain and what international measures should be adopted, It would
fall to these agencies to indicate to the international community - in
much the same way as the Inter-American Committee on the Alliance for
Progress is beginning.to do — the amount of financial aid needed to

support development plans, as well as any other measures that may seem
appropriate,

DEBT SERVICE IN DEVELOPING COUNTRIES
(Recommendation A.IV.5)

If the developing countries are to launch and keep afloat plans
whose ultimate objective is an increase in the rate of growth, the first
essential prerequisite, in many instances, is a revision of the financial
burden represented by the servicing of the external debt, Excessive
concentration of this latter within short periods may alone prove a
serious stumbling~block to the satisfaction of import requirements for
the develomment envisaged. |

This recommendation establishes a procedure for studying the external
debt situation in developing countries that so request, as well as for
securing agreement, if necessary, on the rescheduling or consolidation
of liabilities. Furthemmore, és the International Development Association
(IDA) is empowered to grant credits for longer periods than other financing
institubions, the recommendation suggests that the funds of this agency
should be augmented,

The most important feature of this recommendatlon is the developed
countrles' tacit acceptance of the idea that the debts of the developlng

/countries can
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countries can and should be rev1ewed and consolldated when thp burden is
clearly excessive. As a result, countries that are in a d;fchuln ;
situation in this resvect can undertake approprlate negotiations on the
basis of the principle established here, |
" REGICMAL DEVELOPMENT
(Recommendation A.1V.10]

This recommendation urges‘that a pfoportion of finanéial assistance
be provided'tO‘deveiopiﬁg counﬁries, where possible and appropriate,
through .or in association with regional bodies such as the Inter-American
Develomment Bahk-éﬁd‘tﬁe African De#elopmént Bank. It also  suggests thas
the United Nationshsecrétariatﬁbe asked to study the prqblems of regional

‘development, in consultation with other international agencies, and report

to the General Assembly of the Upited Nations at its twentieth session,
This recommendaticn endorses the efforts of regional agén¢ies to obtain

increased resources with which to further the desorving cause of multi-

‘Jateral actlon on the part of the develﬁplng countries at the reglonal

level.

SUPPLIERSt CREDITS
(Recommendatlon ATV .1&)

The subject covered by this recommendatlon is a matter of increasing

‘concern in Latin American circles, Suppliers! credit is.in practice

- becoming, especially in recent times, a source'of problems for the

developlng countries, whether because of the additional pressure on the
balance of payments that it may 1mply, becauce it encourages imports of
goods that are not’ the most appfoprlate or necessary. for development

- purposes, or because it may mean that items of potentlal‘ export interest

to the developlng countries are faced with unduly severg competition, The
recommendation merely requests the International Bank for Reconstruction
and Develomment (IBRD) to carry out a study covering the_three'aspeéts
mentioned above, This study should be regarded only'és“a7first step
towards the establlshment of more favourable condltlons 1n respect of

-

the international f1nanc1ng of forelgn trade operatlons.

/FINANCING OF



E/CN.12/C.1./21
Page 69

FINANCING OF MARKETING OF PRIMARY FRODUCTS
. (Recommendation A,IV,16).

Recormendation A.IV,156 likewise does no mdré than suggest a study
on the financing of. external marketing of primary commodities, to be
carried out by the organ that may be set up as a result of the Conference,
Although the gravity of the situwation is clearly understood - since an
unduly large proportion of the final price of some of the pfodugts
experted by the developing countries goes into the middlemen's pockets -
it does not seem poésible to press for more concrete measures until the
nature of the problem has been defired by an international agency.

INTEZRNATIONAL MONETARY PROBLEMS
(Recommendations A.IV.19 and 20)

In recommencation A,IV,19 the Secretary-General of the Conference
is asked to take steps, in consuitation with the appropriate international
institﬁtions, to convene a group of experts to consider international
monetary problems relating to trade and develorment, with special
reference to the objectives'and decisions of the Conference and devoting
particular attention to the needs of the developing countries in their
f trade with one another and with the rest of the world,

‘ In the same context, recommendation A.IV,20 suggests that inter-

- national financing'and monetary agencies should explore ways and means of
T increasing the number of nationals of the developing countries on their
senior staff, .

Both recommendations deal with a topic of supreme importance,

. namely, the need for the international monetary problems that particularly
"~ affect the developing countries ~ especially the question of international
. liquidity - to be studied in a framework that really embraces the world
_’as a whole, and with special regard to the probians of the developing
countries. Hitherto the latber have not had the opportunity to take an
-adequate part in the study of such topics, It should be noted that -
recommendation A.IV,19 met with strong resistance on the part of the

-developed countries, most of which voted against it.

/() New
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(b) New financial resources oy exvansion of those already existing

Ta additicn to the establishment of more ambitious objectives and a
wider range for external aid, it wes necessary that another eutcome of the
Conference on Trade and Develomment should be a more specific definition of

the sources of funds and the procedures that might be follpwed in order to

" expand them, In this conneiion, the most important of thefrecommendations

adopted at Geneva relate to the long-standing desire of the develonlng
countries to secure recognltlon of the adverse effects produced on their
development by the deterlo*atlon of their terms of trade, : ‘and to see some
system of financial compensatloﬂ establiched as a countermeasure.
The recormendations alludea to above relate to lonp—term compensation

and to aid d681gned to offset shori~term fluctuations. They represent a
considerable advance, which is all the more significant in view of the

fact that the compensation of the deterioration of theAtefms of trade was
one of the subjects on whieh the most serious opposition @as enconuntered,

SUPPLEMENTARY FINANCIAL MBASUIRES =~ |

(Récommendation A,IV.18) :

This recommendation &istinguishes between two formé of possible action
to deal with the problem of adverss movements in the export proceeds of
developing countries, The first would consist of a stud& to be cafried out
by the International Banf for Heconstruction and Defeiopment (IBRD), more
limited in scope than tna* requested by the developing countries.,

During this first s@age the Bark will study a scheme, to be financed

by the developed countries, to assist the develeping countfies when the

.credits that can be made awallaole under the scheme eut 1nto effect by the

ternational Monetary Fund {IMF) are not sufficient to eolve the balance~
of-payments problens created by adverse movements in export earﬁings, The
scheme proposed by the recormendation wouvld be a methodfof supplementing
the IMF procedure, and share the principle feature of tﬁat procedure, since
the assistance is in the form of reimbursable. éredits, and not of the
compensatory payments tha£ the developing countries would have preferred,
At a second stage, however, the recommendation env1saces the possibility

of establishing a fund to provide develoning countries W1+n assistance,

o /in a

'
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~ in a non-reimbursable basis, to compensate for shortfalls in export
earnings and adverse movements in the terms of trade,

The first stage enﬁisagéd by the recommendation is unquestionably
rather far, in formal terms, from what was sought at Alta Gracia, which
was -in terms of a true compensation that the developed countries would
pay the developing countries for the funds lost by the latter through the
deterioration of the terms of trade, In this connexion, only the second
stage contemplated in the recommendation has any resemblance to those
aspirations., However, the value of the first part of the recommendation
_should not be under-estimated, since it in fact represents a considerable
advance,

For the first time it has been recognized, as the premise of the
study to be undertaken by the Bank, that a scheme is needed to deal basically
with the problem of the loss of earnings resulting from the state of the
markets for the preducts exported by the developing countries. Recognition
has now been given .to the concept of loss through deterioration in the
terms of trade, and not only through price declines,;é/ The right to
draw on the proposed fund would be based on a decline of export pfoceeds
below estimated levels accepted by the ingtituiion established,

The fact that the premises proposed fof the IBRD study fepresent such
& notable advance in this field should not in any way reduce interest in
achieving even greater progress through the body that is to contiﬁue the
work of the Conference, in conditions laid down by this recommendation, It
is té be hoped, moreover, that the Bank study wiil confirm the validity of
the expectations of the developing countries. »

COMPENSATORY CR#DIT SYSTEM OF THEL INTERNATIONAL MONETARY FUND

(Recommendation A.IV.17)

This recommendation reflects the aspirations of the Charter of Alta
: Gracia, and should be regarded as closely related to recommendation A.IV,18,
The aim of the recommendation is to expand and improve the bases on which
the IMF short-term system now operates, Thus the Fund is asked to increase
the amount it allocates to the compensatory credits established in

;&/ Recommendation A IV,18, note 3 to part A, )
/February 1963,
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Februery 1963, from 25 per cent of a member country's éuota to 50 per cent;
to consider these credits outS\ue the structure of the gola and successive
ceredit tranches; to give greauer weight to the actual experlenue of the
three preceding years; and to consider refinancing of compensatory financing
obligations when there is a persistent shortfall in export;réceipts beyond
the control of the affected country. :

SCHEMES FOR IMCREASING CAPITAL FLOWS TO DEVLLODING

COUNTRIES THROUGH AN INTEREST EQUALIZATION FUND
(Recommendations A.IV.11 and A.IV.15) |

Recommendation A.IV,11 proposes that the IBED should, if possible
by September 1964, submit to the United Nations a study on tne proposal
by Israel to obtain from the financial markets of the world a substantial
sum, at an interest rate of 1 per cent, to be made avullable for development
financing, The difference between this interest rate and that required in
world financiz=l mavyets would be covered by an interest equallzatlon fund
financed by COHUT“bUD;ODS from the industrial countries. Those countries
would jointly guarantee the issues, It is estimated that this method would
make it noesw‘ble to firance some 2,000 million dollars a,year, for a ten-year
pericd, by means of a total contribution to supplement intereot payment s
of only 80 million dollars, The significance of the moblllzatlon of funds
‘¢f this magnitude is obvidus from a mere comparison of the amount with the
total volume of credits uﬁailable from multilateral sbvr?es,

Recommerndation A, IV, 155 which was proposed by Senegdl, envisages the
establishment of a fund baaed on the same principles as that described
above, for the purpese o*,reduc1ng the rate of interest on development. loans
granted to certain countraeo, by proportions to be detennlned on the basis
of the importance of the progects concerned and the balance—ofmpayments
sitvation of the recipient country. The determination of the loans in
respect of which the 1nterest would be subsidized poses serious technical
Droblemo; and would have}no selective effect in guldlnv development financing
along certain lines, sinée the financial arfangements wpuld always be based

on a fait accompli.

| /2. Recommendations
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2. Recommendations relating to general principles of financing

The recommendations in‘thiS'groﬁp are less likely to lead to
1mmed1ate practical measures than those in the preceding group, either
because of the opposition and reservations attending their adoptlon, or
because of the nature of the subject matter, ’

PROMOTION OF PRIVATE FOREIGN INVESTMENT
(Recormendation 4.IV,12)

This recommendation aims at establishing ériteria whose application
might encourage foreign irvestment in the developing countries, Some of
its provisions are directed to capital~exporting countries and international
financial institutions, and others to developing countries interested in
receiving such investment, In addition the IBRD is requested to expedite
studies on investment insurance, settlement pf'private international .
investment disputes, and other questions relating to such investment,

Most of the latin American countries refrained from supporting the
recommendation because they believed that some of its terms were
1ncompat1ble with their own legislation on the treatment of foreign
capital,

At subsequent meetings the Iatin American stand on this question
continued to be in line with that adopted in Geneva, Thus, for example,
the IBRD, at its last meeting, in Tokyo, approved the establishment of an
arbitration and conciliation centre, without sulmitting the results of its
studies and consultations to the United Nations as requested in paragraph 8
of recommendation A.IV,12, The Latin American countries, and other
developing countries, voted against the Bank's resolution, reaffiming
their belief that the interests of foreign investors were sufficiently
protected by the national legislation concerned, _

NEEDS OF THE PUBLIC SECTOR
(Recommendation A.IV,13)

In this resolution the Govermnments of developed countries and inter-
national institutions are asked to take account of the needs of the public
sectoi in_developing countries, not to discriminate against public sector

enterprises, and to give technical and financial assistance to the publie

/sector on



E/CN,12/C.1/21
Page 74

sector on an equal basis to that grantef to the private sector, in view of
the importance of the publiq sectbr in the economies of the developing
‘countries, To some extent this recommendation supnlements:recommendation
A.IV.12, relating mainly to .direct investments, which in most cases are

in the private sector, : S

TERMS OF FINANCING
(Récommendation A,IV.4)

Many of the points dealt with in this recommendation;(renegotiation
of external loans, technical assistance, a maximum_intereét rate,
‘co~ordination of financial éid to develomment through intérnational agencies,
etc.) are covered in other recommendations that won vidérlsubport Recom-
mendation A,IV,L, on the other hand, was opposed by all the capital-
exporting countries, and all the centrally-planned econamy countries
abstained from voting, j

ATMS OF INTERNATIONAL FINANCTAL AND TECHNICAL CO—OPERATION
(Recommendatlon A.IV.3)

The recommendatlons made here are that when funds are lent to
developlng countries by'developed countries, (a) the 1nterest rate on
State loans should not normally exceed 3 per cent-annuall&,:and (b) that
funds received. in repaymenﬁ of lcans should be used to thé extent possible
for the purchase of goods ﬁroduced in the borrower countr%es, particularly
in undertakings financed bf such loans, :

One of the principle;capital—eXporting countries vofed against the
recommendation, and there ﬁere many abstentions., The votwng showed that
most of the developed countrles were against the orov¢51on limiting interest

i

IateS. v ‘ : ' ?0

NON~FINANCIAL CREDIT ARRANGEMENTS FOR THE DELIVERY OF CAPITAL GOODS
(Recommendaflon AIV.6)

This recommendation Qas adopted by a narrow margin, wi.th most of the
Iatin American countries abstainingo One objection raised was that the
system might conflict w1tn such aims as the llberallzatwon ‘of trade and

the multilateral payment qystemo : ;

4

/3 Recommendations




E/CN.12/C.1/21
Page 75

3. Recommendations rela+ing;to the strengthen¢ng,or
‘ establishment of financial apencies

All the recommendations in this group were opposed bv‘the developed
countries, which considered that they would not lead to any increase in
the funds available for development financing and would involve an
-undesirable dispersion of the few available experts in the administration
of such prograrmes,

UNITED NATIONS CAPITAL DEVEIOFMENT FUND
(Recommendation AJIV.7)

This recommendation is to the e%fect that the United Nations
Capltal Develomment Fund, established in December 1960 under Geéneral
Assembly resolution 1521 (XV), should start its operations at an early
date, on the basis of voluntary contributions, It should be noted that
despite the interval that has elapsed since the Fund was established,
thus far its aims have not been realized because of lack of funds,

GRADUAL TRANSFORMATION OF THE UNITED NATIONS SPECIAL FUND
(Recommendatior A,IV.8)

This recommendation is an alternative to A V.7, since it relates
to the establishment of a Capital Develomment Fund through a gradual
transformation of the Svecial Fund to cover finaneing not only of pre-
investment, but also of pilet pro jects,

REGIONAL DEVELOPMENT FUND
(Recommendation A.1V.9)

This recommendatlon is to the effect that a sthdy should be made

of the feasibility of establlshlng a fund to finance long-tem regional

or sub-regional development projects, It was adopted with many
‘abstentions and negative votes,

POSSIBLE LINES OF AGTION

In view of the important body of recommendations relating to develop-
ment financing, the Latin American countries can hope for practical results
in the fairly near future, especiaX¥ly from those in the first group. The
recommendations make it clear that if concerted and continuing action is

/taken from
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taken from now on, there will be great opportumities for ensuring that
external financial assistance Za fumn¢qhed in a more effectlve and,

above all, a more organized and systematic way, This would be accompanied
by an expansion of the resources asvailable,

In this connexion, ‘Latin America might cors1der the following lines
of action: '

Since the purpose of financisl assistance, as conheived by the
Conference, is to facilitate the execution of develomment plans or, in
general, of national economlc policies capable of brlng¢ng about intensive
and balanced growth in the main sectors of the economy 5 it is vital that
the Iatin American countrles should nursue their efforts to formulate and
implement such plans and policies, In fact, some headway has already
been made through the Alliance for Progress, National deveiopment plans
and policies will orov1de the frame of reference and the figures on the
basis of which sufficient and appropriate assistance from the developed
countries can be negotiated. 5

Assuming that the deveWOpment plans or p011c1eo of the Latin
American countries cqmply with the conditions laid dowp in recommendation
A.IV,1, the economic situation, develomment policies aﬁd’programmes of
these countries will have to be examined at the regionél level and an
analysis made, in each case, of the net demand for external assistance
for development purposes. |

Furthermore, a study should be made, again at the reglonal level
of specific public and prlvata finaneing poss1L111t1es in relation to two
important requirements for economic develomment: the need to supplement
domestic savings by exteérnal resources in order to reach the internal
investment targets es abllshed and the urgency of cloolno the present
gap between exports and imports of goods and serv1cesﬂ In this connexion,
work of vital importance is being done by the InterbAﬁerican Committee
of the Alliance for Progresso :

An attempt should be made to formulate criteria as a basis for the
establishment of generally applicable conditions for the consolidation

and rescheduling of the, external debt, This would entail a broad

]indication of
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‘indication of the amount of the debt that would be renegotiable and on
which immediate repfesentations might be made to international financing
institutions or official bilateral credit agencies,‘iﬁcluding export
;cfedit organizations., In view of the need to finance economic develop-
ment programmes, the-develdping countries that so ‘desire could use such
conditions as a frame of reference for conducting negotiations with their
creditors, !

} With respectvto the expansion of the resources available for
assisting the developing countries, this might be accomplished in a number
of ways: '

(a) In the first place, the organization that is to continue the
ﬁork of the Conference might carry out studies on the amount of assistance
actually provided by the developed countries, in order to obtain some idea
6f the extent to which the aim of 1 per cent of the national income
specified in recommendation A,IV,2 is being realized.

(b) -The develoning countries should, in their turn, make arrange-
ments with their representatives in the Barnk for the transfer of new funds
to the International Dévelopment Assoéiation,'as suggested in recommendation
A,IV.5., This increase in the funds of the Association is particularly
iﬁportant as funds héve to e obtained for the supplementary financing
envisagéd in reccmmendation A.IV.1, Tt should be pointed out thet
progress was made in this respect at the last meeting of the Bank in
Tokyo., : |

(¢) Similarly, the findings of the study entrusted to the Bank
on the Interest Bgualization Fund should be awaited with interest,

‘ In order to strengthen the financial bases for multilateral action
iﬂ the region, the Latin American countries should give their unwavering
support to the efforts and arrangements being made by their regional
iﬁstitutions, barticulafly the Inter-American Develorment Bank, to ensure
that a lafger proportion of the funds contributed by the developed - -
countries are channeiled‘thrOugh these institutions.

»' With respect to a system of long-tem compensation, the conclusion
of the study entrusted to IBRD must be awaited, Nevertheless, to ensure,
above all, that the system to be established will live up to the expéCta-

tions of the developing countries, these should constantly check the extent

/to which
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to which their economic and social developnent plans are be:mC affected by
the deterioration in the terms of trade, and hold “OlPt discussions on the
most practical method of solv1ng the problem, They would thuu be equluped
to make a thorough assessment of the merits of any 1nnernat10nel proposal
that may be put forward. The ground would also thereby be prepared for the
studies that might subsequently be undertaken by the organléatlon caTled
upon to contimme the work of the Conference. j '

It is vital for the representatlves of the developing countries to
the International Monetary Fund to negotlate with that organization the
expansion of the short-term: compensatory credit system, oﬁ the lines
envisaged in recommendatlon‘A V.17, o -

Another study to be awajted with particular 1rtmrest is to be made
by the IBRD and deals with supnl;ers‘ credits and their effect on various
aspects of trade and develqpmenu“ Even before thﬂ resu]ts of this’ study
are made available, the Iatin Ameflcan countries could decide on measures
to establish and strenothen regional systems of exvort credlt insurance
and financing, including an extension of the scheme now belng used by the
Inter-Aimerican Develonment Bank, In addition, the Latin Amer1can countries
themselves should conumnue to examine the part1cular appllcatlon of
suppliers? credits in thelr respective economies and at uhe regional
level, in order to take«approprlate national and reozonal measufes to
reduce possible shortcamiﬁgs. i

As regards financing for the marketing of their export commodities,
the Latin American might prov1dp background material for the study to be
undertaken bJ the organlzatlon which is to conftinue taelwork ‘of the
Conference by'con51der1ng specific problems relating to; .commodities of
particular concern to each courtry and suggesting concrete solutions,

With respect to 1nhprnatlonnl monetary problems, it is essential that
the Latin American countries and the comnetent international organlzailons
should, as soon as p0551ble, prepare a svs+emat1c statement on their po:nts
of view with reﬁard to the impact of the international mone~arv 81tuatlon
on their trade and develo;ment problens and on the solutlons that would
best serve thelr national end regional 1nxerest, so as to nlace thelr
views before the group of experts proposed by the ConLerence 1n '

recommendation A.IV 19.,

1.
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. v
TRADE IN INVISIBLES

The problems relating to trade in invisibles that were discussed
- at the United Nations Conference on Trade and Development can be grouped
. under the three main neadings of maritime transport, tourism and insurance.
- Of the comments that follow on these three groups, those rela@ing to
;maritime transpdrt'are undoubtedly more important and deserving of

attention,

MARTTIME TRARSPORT
(Recommendations A;IV,21 and A4,IV.22)

. & il‘& 'O 2 - 14 3 .4 A Pi > u i 2
1 Aspirations of the lLatin American counbrics

_ The aspirations of the Latin American countries in the field of
maritime transport, as formulated at Brasilia and Alta Gracia, can be
summarizad as follows:

(2) That a system should be established for compulsory prior
consultation to ensure that Goverrnments will have an effective
veice in the decisicns of shipping conferences and shipping
companies regarding shipping rates and conditions, and that
the rates established by shipping conferences should be
made public,

(b) That the developed countries should recognize the importance
for the diversified growth of the developing countries of

- the expansion of their own national or regional merchant
marines; and that there should be recognition of the right
of the developing countries to adopt, with a view to such
expansion, measures.to encourage the transport of a higher
proportion than at present of their cwn foreign trade,

(by reserving to their own fleets a share of the transport
; of their cargoes, or by any other Torm of assistance) without
such measures being regarded as discriminatory,

(c) That the principle of preference in favour of the developing
countries on a'non—reciﬁrocal basis should be established,

in particular as regards transport,

/(d) That
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(d) That regular and frequent shipping services should be esta-
blished betwaeh developing countries, and between those
countries and thelr potential markets, to encourage the

- trade of the devéloping countries. .

(e) That the developed countries should not ¢ncLudehin their

aid programmes clauses that conflict with the pzo+ectlon by

‘the developing countries of their own-mercnantaflcets,

i

2, Other background information |

At the Conference other background information on The suogect
jas presented, in the formlof twe special studies prepared by the
Economist Intelllgence Unlb of Londen, and the secretarlat of the
Economlc Commission for Asia and the Far East (ECAFE ), The conclu31ons

of the first study (on Whlch the Director of the ECLA Transport

'Programme collaborated) were to a great extent 1nr]uded in the Mraft

recomnendation submitted by the developing countries,

The ECAFE study gave an account of the recent act1v1u1es and

" recommendaticns of the ECAFE Trade Committee in the fleld of maritime

transport, a question that the ECAFE countries regard as of the utmost
impérﬁance and urgencye The basic points that emerge from the report
are: ' ' f

(a) The need to establish an adequate and~effecti?e consultative
system (at govermment and trade levels) for the study and
negotiation of matters relating to shipping charges,

(p) ‘In pursuance of the Trade Committee's recbmméndation certain
countries in the ECAFE area, including India, have established
or intend to establish, either at the goVernment level or in
co~operation with commercial organizations, shlpp_ng~rate

study units, in order to assist shippers! asSonlutlcns in
their negotiations with shipping conferences°

(c) The 1mprovement of port operation is of the hlghest 1mportance

as a factor in reduvlng maritinme tranSpurt cootsa

/(d) The
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;V (d) The Govermments of the are should intensify their effox

. to develop thelr mer rchant marines, in order to increace
their share of the transport of EhGTL cargoes, improve

their balance of payments and have available an effective
instrument for bringing about a more favourable rate policy
on the part of the shipping conferences, 13/

(e) Freight rates for manufactured products are ofuen much hlgher

than for raw materials, which encourages exports of such
materiais by de#eloPing countries in the place of exports

of industrial cr manufactured goods.

3 Positions taken by the developing and develoned countries

The Third Committee, which was responsible for studying transport
problems, established a special wofking group for this purpose, The
discusesions of the working group were centred on two draft recommenda~
tions that summed up the positions taken by the developing and developed
cowitries, respectively; |

The draft recommendation put forward by the deae¢op1ng countr;es
contalned the following main prov151ons.

(a) Inte"nutlonal consultative mabhlnery at an 1nter—gOVern-
mental level should be estaollehed under the United Nations, to study,
investigate and co-ordinate all questions of Shlpp¢ﬂg and freight
rates; this machinery should be supplemented by consuitative arrange-
ments at the national and regional level, responsible in particular for
negotiating with the shipping lines; and the developing countries
should have the right to take an active part in the decisions on shipping
and freight rates, |

(p) Both the develonlnv and developed ‘countries should take
steps to ensure that shipping conference rates are made public, that
there is advance notice of increases in freight rates, that the system
of dual rates and deferred rebates should be regulated, that procedures

should be introduced to deal with shipper’s complaints, that the

15/ The merchant marines of the Asian countries, with the exception
of Japan, represent less than one per cent of the merchant
marines of the world.

/developing courtry
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developing country shipping lines should be able to participate in
shipping conferences on'an eqpal'”ootjng, and that shipping conferences
should be effectlvely represented in magor ports o; developing

count 1es° o
A (c) Promotlonal rates shouLd be introduced to encourage

exports from developlng countries and reglonal trade among those

countries, and to improve and expand shipping serv1ces, w1th a v1ew, .

in particular, to the openlng of new markets for developlng ‘countries,
(d) ngh prlorlty should be given to 1mprov1ng port facilities
and inland uransport, and for this purpose ‘the developlng countries
need financial help and adeqya e technical assistance,
(e) It is recognlzed as dzsirable that developing countrles
should establish their own merchant marines, since they not only assist
export promot on, but also ‘add to the invisible earnings of developing

countrles- to this end, the developed countries can help the developing -

" countries through.increased facilities for private flnanélng or through

international financial institutions, which should make suitable
financial arrangements for those developing countries that wish to
expand their merchant fleets, Regional companies and regiénal operating
arrangements should be worked oit jointly by groups of deve1op1ng
countrless where pxﬂactlcableB Protective measures adopted by developlng
countries concerning their merchant merines on a preferential basis
should be accepted as non-discriminatory, The developed countries.
should not, include in their aic programmes clauses or condltlons that
hamper the deVelonlng countries 1n protectlng their merchant fleets,

(f) Ain inter—governmental committee on shlpplno transport and
ocean freight rates should be established, under the Conference omn
Trade and Development, ‘ |

The draft submltted by Sweden, which was supported by the developed
maritime natlons,'dlffered fundamentally (except as regards port and
harbour problems) from that of the developing-cdﬁnt‘rieéc ‘The basic

B
{

points in the developed countries! drafi were:

" /_(é) Shipping
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(a) Shipping can best help the trade of developing countries by
providing efficient transport at the lowest possible cost. Free compe-
tition between shipowners is the way to ensure this, and therefore no
measures should be taken that impede this freedom, since any such
interference means higher costs or poorer service,

(b) However, the liner conferences should join with shippers?
or traders! associations in developing countries to establish or strengthen
consultation and negotiation machinery, on a national or regional basis,
for discussing and remedying the complaints and grievances that may arise
in the field of conference rates and practices, since the proper function-
ing of the Eonference system requires close co~operation between shippers
and the conferences, ' ‘

(c)  The development of merchant marines in developing countries
should be welcomed, provided that they are based on sound economic
criteria, since participation in international shipping should be ﬁhe
privilege of no single country or group of countries, However, i@ is
not advisable to.establish or develop fleets that must be supported by
artificial meansy Moreover, the currency gain expected from substitution
of national carriers for those of other flags seems to have been greatly
exaggerated.;é/

(d) A1l countries should give priority to improvement of port
operation and of connected inland transport facilities, and international
loans and aid, and technical assistance, should continue to be directed
towards these purposes in the developing countries,

The divergencies between the two groups of countries were too
great to peimit arriving at an understanding. Consequently, in accepting
the common measure of understanding subsequently adopted as the recommen-
dation of the‘Conference, the supporters of both draft recommendations’
announced that they maintained their views as expressed in their drafts
and reserved their respective rights, In particulaf, it proved impossible
to arrive at an agreement on the inter-governmental bedy that it was agreed
should be established to deal with questions of shipping and ocean freight

rates, and the prdblem_was solved by confining the recommendation to a
simple statement of principle,

16/ According to the Swedish draft, the net gain on the balance of payments
. would be only 20 to 25 per cent of the gross freight income in the case
of cargo liners, 'The representatives of the developing countries quee=
tioned these data, and cited cases where net gains had amounted to
40 or 50 per cent of gross freight income,

o ™ Y g
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L., Recoumrendations adopted

| After this arduous process of negotiation, the Conference adopted

the following two recommendatiors without dissent:

(a) Shipping questions (recommendation A.IV.21) and

(b) Common measure of uncerstanding on shipping questlons

(recommendatlon A, IV 22), E

The first of these recommendaz;ons, vhich is of in$titutional
scope, is in 1ine with'paragraph‘ZB of A,V,1 (also unanrmously adopted),
inagmich as it provides for the establishment of a committee on invisibles.
as a subsidiary organ of the Trade and Development Board, Lastly, the
Conference adopted, by 92 votes to 7, with 17 abstentioné, the twelfth
special principle laid down in reccmmendstion A,I,1, whiﬁh;is also
concerned with shipping and other aspects of trade in invisibles, General
comments on these last two reccmmendations will be found in other
sections of the present documenbo

5e General evalvation of the results of ﬂhe
Conference with respect to shipping

As the Chairman of the Working Party declared, on submitting his.
report to Committee III, ihe d’scussions of the group i# question were
of historic importance., For the first time, the developed and the deve-
loping countries had had an opvortunity of comparing their p01nts of
view on shipping questions within the Urited Nations system,

In the recommendation of institutional scope, the:carrler_countries’
acquiesced in thé desirability of'interugovernmental prbcedures, including
if necessary, the establishment of a committee "to‘prombte understanding 
and co-operation in the field.of shipping" and to study the economic
aspects of maritime tranéport. The recommendation, howevef,vleaves open
the alternative possibilities of instituting such procédufes and, if
called for, such a committee either "as part of the institucional system
that might be set up under the United Nations Conference on Trade and
Development” or "under the United Nations system"., Several leading
carrier countries were of the opinion that there was no need for the
addition of a new institutional structure, that the ti@e was not yet
ripe for its creation or that the matter fell within the province of the

/ Inter-Governmental Maritimé
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Inter-Govermmental Maritime Consultative Organization (INCO), as a specialized
agency of the United Mations. The developing countries considered that
IMCO was not in a position to undertake the activities deriving from the
Conference in relation to the economic aspect of shipping.lzj

The inconclusive nature of the proceedings of the Conference with
regard to the institutional machinery needed in the field of shipping
can also be deduced from the provisions of paragraph 23 of recommenda~ -
tion A,V.1, on institutiqnal érrangements and methods to implement
measures reléting to the expansion of international trade. These provisions
envisage the establishment by the Trade and Development Board of “a commlttee
on invisibles and financing related to trade™,

‘ They also stipulate that "the Board shall give special consideration

to the appropriate institutional means for dealing with problems of‘shipping",
taking into account recommendations A.IV.21 and A,IV.22. The terms of
reference of this committee and of any subsidiary organ set up by the
Board in relation to shipping "shall be adopted after consultation with

‘ ' /
17/ During the discussions of the working group the question of a possible
reorganization of IMCO seems to have arisen, but the pertinent report
makes no express reference to this'point,

At the present time IMCO comprises 57 States members, These
included, in mid~1963, eight latin American countries (Argentina,
Brazil, Dominican Republic, Ecuador, Haiti, Honduras, Mexico and
Panama); of the 77 developing countries, 27 were members of the
organization, including the eight just mentioned, Among the States
members are the Soviet Union and 3 other countries of Eastern Europe.
In addition to the Assembly, constituted by all the States members,
IMCO has a Council formsd by 16 representatives; whose terms of
reference are very wide; and whose members at the date referred to
represented Argentina, Australia, Belgium, Canada, Federal Republic

' of Germany, France, Greece, India, Italy, Japan, Netherlands, Norway,
Sweden, Unlon of Soviet Socialist Republics, United Kingdom, and the
United States of Americaz. On 10 Sepiember last, an extraordinary
session of the Assembly of IMCO was inaugurated in London, for the
purpose of considoring, inter alia, the question of a reform of
the membership of the Council, No information is as yet available
on the decisions adopted at this session.

/the appropriate
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the appropriate organs ‘of the United Nations and shall take fully into
~ account the de51rability of aveiding dup.icatlon and overlapplng of -

respon81b111ties"

Although the'developingucountries did not gbhievé'Specific and

.immediate results in this fielc, the compromise uﬁénimously'agreed ‘upon
“iﬁ'recbmmendation A, IV,22 may constitute a satisfactofj point of departure,

In this recommendation (dealing with a common measure of under-

standing on shipping questions1 all the countrles agreed that the llner

, conference system is necessary in order to secure stable rates and

regular services, In acceptinz these basic principles, the ship~owning
countries recognized that the sonferences did not always function satls-

"factorily, and that as a first step towards improving this state of

affairs, a wellnorganized system for consultation betygen the conferences
and'the bodies representing carriers or éhipperg-shouiﬁibe established
on a national and regionél basis, The fundamental cleavége of -opinion
derived from the objections reised by the developlng countries, which
contended that consultation mechinery of this kind ‘would be of a pUrely
private and commercial character, that it afferded no opportunlty for

‘the direct participation of Goverrments and that 1nternat10nal machlnery

of an inter-govermmental character should be set up boph under the Uhlted
Naﬁions system and within the regions concerned, ‘

The ship~owning countrizs agreed that under the #onsultation arrange~
ments contemplated in the basss laid down for a common measure of under-

"standing, a series of problems'might be discussed which have been the

object of many of the latin American countries! principal aspirations
aﬁd'cqmplaints.lg/ The efficacy of the action that can be taken by. the

l 18/ Pursuant to recommendaﬁion‘A.IV.ZZ, the following questions could

‘be raised under the comnsultation arrangements:publication by
conferences of thelr tariffs and regulations; reasonable advance
notice of increases in freight rates; regulation of dual rate and
deferred rebate terms; adequacy of shipping services on the various
routes; measures to improve and promote exports, from developing
countries and in intra-regional trade; and rationalization of
routes and freights in accordance with development requirements.

/latin American
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Iatin American countrles will therefore largely depend upon the measures
adopted to encourage the establlshment of shlppers' councils or to
strengthen them where they already exist, Alike for future shipping
- studies and for action under the consultation system, great importance
-also attaches to the draft recommendation prepared by the developing
N countries, which broadly defined their objectives and wishes, both at
the world and at the regional levels.

| The carrier countries were urwilling to accept, in relation to
. shipping and the_devélopment'of meréhaﬁt marines, the principle of preferen~
tial treatment on a basis of non~vreciprocity upheld by thé developing
countries. They therefore cdﬁtinﬁed to oppose all preferential or discrimi-~

natory measures, partlcularly the practice of flag discrimination and the:

. ‘allocation of shipping quotas.

If it is true that investment in merchant marines mnst first and
foremost be Justlfiable from the eqoncm;c standpoint, it is no. less certain
that the formation and éniargementAbf such fleets constitutes a factor
making for economic development and structural diversification, while at
the same time it may contribute to the improvement of the balance-of-payments
poéition. Accordingly, measures might be devised to provide employment
for incipient merchant fleets.

There was a consensus of opinion as to the importance of port
facllities and of the rationalization of port operations as a factor
tending to reduce shipping costs, With this end in view, according to
recommendation A,IV.22, international financing and aid,\aé well as technical

assistance, should be made available on favourable terms and conditions.

TOURISM
(Reccmmendation AIV.24)

1. Aspirations of the Iatin American countries

At the Meeting of the Special Cdmmittee on latin American Co-ordination
held at Alta Gracia the following conclusion was adopted:

M"Tourism should be directed towards the developing countries through
the adoption of measures such as: raising the existing levels of foreign
currency assigned for journeys abroad in the developed countries; simplifica~
tion of travel formalities; and the establishment of technical assistance

/programmes for
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programmes for tourism and finencial assistance to improve the tourist
equipment of the developing countries, This action should give special
stimulus to the co-ordinated eiforts to pramote tourismi on a regional
scale so far lacking in the aforesaid countries'.

2, Discussion o7 problems relating to tourism

During the lengtnyidiscussions held on the subjec@Aof problems
relating to toufism, the'reprebentatives of the developing countries
laid particular stress onh the need for increased international technlcal
and financial a551stance for the promotion of tourism in their countrles.
The participants from the developed countries, in thelr turn, underlined
the fact that tourism was, moreover, a suitable field for foreign prlvate

investment. An interesting a<pect of the discussion was ‘the emphasis with

which it was urged that tourlhm should not be regarded:as a marginal sector
of the economy, or as cut off from the rest, ;

The development of tourism calls for substantial 1nvestment in
a large number of material facilities, as well as in promotlor and publicity
gservices and campaigns. In many instances, the expend;ture involved 1s
more than the developiné/countries can afford, and in addition its yield
is not usually immediaté, since it may take several years for the effective
results of such investment ard the growth of an appreciable volume of
tourism to make themselves felt in economic terms. Somevrepresentatives
referred to the possibility of regional arrangements or agreements between
developing countries for the establishment of 1nformatlon and promotion
services in respect of tourium, as well as to the possibility of the
developed countries! co—operatlng in this respect.
were presented in the course of the discussions, which laid varying degrees
of stress on the dlfferent aspects of the problem, but to a large extert
were mutually complementary. On the basis of these proposals, a consolidated

draft was prepared and adopted by Committee IIl.

I 1 /3. The

Flve draft recommendations
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3e The.recommendation adopted

The recommendation, adopted without dissent by the Conferencé,
represents a synthesis of the discussion and of the various drafts, and
- embodies all the wishes and aims of the latin American countries, In
‘it Govermments are urged to take all necesary measures for the implementa~
.tion of the recommendations of the Uhited'Nations Conference on International
‘Travel and Tourism (Rome, 1963). The Conference recommends in particulsr
that the developed countries adopt a series of meésures to promote the
expansion of tourism in the developing countries and to remove obstacles
in its way, The developing countries are also invited to take steps which
will effectively further the same-end; In addition, the recommendation
alludes to a series of measures that could'be adopted by international
financing organizations to promote the flow of tourism into the developing
countriesolg/

INSURANCE AND RETNSURANCE
(Recommendation A.IV,23)

1. Aspirations of the latin American countries

The aims and wishes formulated in this context by the Latin American
countries at Alta Gracia may be summed up as follows:

(a) The developing countries, which should have an increasing share
in the international transactions resulting from insurance and
reinsurance, in the interests of their balance of payments, may
adopt measures not subject to reciprocity, which should not on
that account be regarded as discriminatory;

(b) 1In their programmes of assistance to developing countries the
developed countries should not include clauses at variance
with the need of the former to protect their insurance and
reinsurance activities;

(c) The developing countries may set up reglonal reinsurance agencies;

(d) sStandard clauses should be used‘internationally in transport
insurance policies;

(e) Similarly, insurance and reinsurance statistics in general
should be standarized and exchanged. '

19/ International Bank for Reconstruction and Development, International
. Development Association, International Finance Corporation, United
Nations Special Fund, Technical Assistance Board, etce

/2. Positions
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2, Positions of the developed and of the developing countries

A large number of. representatives. of boﬁh ﬁhe*develeping and the

_developed countr;es took part in the discussion concerning insurance and
reinsurance problems, The delegations of the developing countries stressed

the significant implications of insurance expenditure in relatien to their
balance of payments, and urged the desirability of forming or expanding
their own damestic insurance and reinsurance markets, as well as of increasing
their capacity to retaiﬁ insur:nce funds, They saw in such measures a factor
favourable to economic developrient, especially in so far as they would
contrlbute to the mobilization of domestic savings &nd their ohannelllng
into productlve investment.

Surpluses retained nationally by the developing countries should be

pooled and redistributed on a regional basis among the oeveloplng countries

themselves, before being returned to traditional insurance markets. Measures
adopted to this end were not to be regarded as discriminatory. The essentially
international character of insurance and reinsurance would be strengthened
rather than weakened by the attaimment of the developing countries! objectives,
The delegatiohs of twelve developing countries, among which were Argentina,
Brazil, Chile, Costa Rica and Peru, presented a draft recommendatlon which

‘ comprised the following measures: (a) provision of technical assistance
‘and services by the developed countries; (b) investment of technical reserves

and guarantee deposits in the developing countries; (c) establishment of
regional reinsurance institutions; (d) examination by the competent inter-
national»organizations of the possibility of adopting standard clauses for
freight transport insurance and uniform criteria for the compilation of
insurance and reinsurance statistics, '

The representatlves of the developed countries observed that a purely
national or unduly autonomous insurance policy would encounter technical
and financial difficulties, because the risks would not‘be adequately
distributed or redistributed“ They laid a great deal’of emphasis on the
international character of insurance-and reinsurance mafkets and expressed
the view that protectlonlst and discriminatory measures might work agalnst
efficiency. The fact that in the developing countries life 1nsurance was

/still at
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still at an early stage of development was also felt to limit reinvestment
possibilities, It was further painted out that the lack of uniformity
in insurance clauses and statistics reflected varying economic conditions

and goverrmental regulations throughout the world,

3 Recommendation'aggpted

At the proposal of the twelve countrﬁes>feferred to above and of two
developed countries (France and the Uhited;Kingdom), an amended draft
reéommendatioﬁ was finally adopfedvby a_majbrity of 100 votes to 1 (United
States), with 12 abstentions, It incbrporaﬁés certain points on which the
developing and developed countries wére in ééreement, but no claim can be
made that it solves all aspects of insurancégprobléms.

| Most of the objectives pursued by the?Latin American countries are
embodied in the recommendation, With regardyﬁo the strengthening of the
national and regional insurance and reinsurance markets of the developing
countries and the incfease of their retention capacity, the recommendation
suggests that the developed countries should give their support "to all
reasbnable measures which are directed" to the fulfilment of these aims,
On the basis of adequate conditions of security and liquidity, technical
reserves and guarantee deposits should be invested in the country where the
premium income arises, It is élso recommerded thet developed countries
should not prescribe conditions limiting the riéhts of the developing
countfies to require that insurance be placed in the national market, and
that competent international organizations should examine the possibility
of adbpting standard transport insurance clauses and uniform criteria for
the cémpilation of statistics.gg/

20/ It was suggested in the cburse of the discussion that such studies
might be carried out in co-operation with the International Association
of Insurance law,

/POSSIBIE LINES
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- POSSIBIE LINBS OF ACTION . @, i §i%0 :
. . . % .Shipngend fredght'. - ..c 0 <o o
It seems of the utmost urgency that the: Trade and Develcpment Board,
as a permanent organ of the Conferemcz, shculd establish the comnitteé B
on shipping and freight envisaged 1n reccmmendation A Iv. 21. In accordance
with recommendation A.V.1, Wthe Board shall establish such subsidiary
organs as may be necessary to the effective discharge of 1ts functlons"
in partic¢ular "a coammittee on invisibles and. flnanclng related to. trade“
It adds, however, that "the Board shall give’ spec1al consideration to .
the appropriate irstitutional means for: dealing with problems of shipping"
and-shall take into aceount the recommendatlons AIV.21 and A.TV. 22 The -
former deals with the instltutional system, and the latter formulates '
a Ycormon measure of understandinb on shipping questions"m In view of .
the widely heterogenecus aspects of trade in invisibles and the spec1fic o
characteristics of shipping, the best course would appear ‘to be for the .
Board to éstablish a special subsidiary body on shlpping,fapart from the',,,ﬁ
committee which would take care of the remdining aspects of invisibles

and financing related to trade., Another possibility would be to set up

a sub-committee on shlpping within the committee on 1nv1sibles and f*nanclng
related to trade, The developed countrles held the view that shipping
questions T&11l within the competence of IMCO. However, the opinlon expressed
by the developing countries, to the effect that IMCO would not be in

a position to engage in the activities called for by the Conference 1n

the economic sphere of shipping and: freight, mist be emphasized.

"As regards the poss1ble terms of reference of the commlttee on ,'
shipping and freight which might be set up by the “frade and Development
Board, it seems reasonable to assume that the common measpre of under-~
standing on shipping queotionu could be based on the récomeéndation-of- -
the Conference. It would therefore cover the broad. range of topics listed
in sub-paragraphs (a) ‘o (g) of’ paragraph 1-of reCJmmendation A IV°22,'
as well as the question of port facilities and the development of merchant

'/marines in
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marimes in developing countries, referred to in paragraphs 2 and 3

of the same recommendation, In addition, consideration should be

given to questions related to the consultation machinery proposed in
paragraph 1, The progress made in this field and the new measures

that need to be adopted could also be the subject of:periodical review.
At the request of Goverrments, the ECLA secretariat could offer extensive
co~operation, together with the other regional commissions, in the
studies undertaken by the Trade and Development Board on the subjects
referred to above,. '

In view of the many complex tasks inherent in the establishment

of ﬁachinery for consultation between lines conferences and shippers
proposed in recommendation A,IV,22, the latin American Goverrments
should proceed at once to review the problems to which the establishment
of such machinery and accompanying measures might give rise in their

own countries, In that respect, it would be advisable, as a first step,
i to prepare an inventory of the agencies which could form part of the
shippers! councils referred to in the common measure of understanding.
- The ECLA secretariat could also assemble the pertinent data on the
- experience of other céuntries, and make it available to the latin
. American Govermments together with a report suggesting possible formulas
for the organization of a system of consultation in Latin America.
“ The problem has already been studied by the Economic Commission
" for Asia and the Far Bast (ECAFE), whose Trade Committee has recommended
é the Governments to establish "freight study units® within the ministries
~or other competent bodies, or in co~operétion with trade organizations
“and shippers. ECAFE further decided that an ad hoc committee should
‘meet to undertake the necessary studies, to suggest feasible programmes
and to recoﬁmend the institutional machinery needed for the realization

of regional aims in relation to shipping,

~/In the
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In the light of this experience, the Latin American Governments
could establish departments or units within the competent governmental
agencies, and in -co-operation with trade organlza‘tlons and shippers,
for the systematlc study of all questions relating to freight and its
incidence in foreign trade and its develorment, Consideration could be
given to the establis}nnént of an ad hog -committee on the same lines as
that set up by ECAFE, . This committee could be convened in the second

- half of 1965, once the preliminary studies which might be undertaken by

the ECLA secretariat were sufficiently advanced and once the committee

-on shippihg .and freight of the Trade and Development Board had been

established,
In conformity with recommendation A+IV.22, greater efforts should

be made to improve port facilitiesy "to this end international financing
and aid and technical assistence should be made available on favourable
terms and conditions", In this respect, special attention could be given
in development plans and programmes to the improvement and rationalization
of port facilities and operation, and to the preparation of specific
investment projects for the zreéonditioning and modernization of ports,
with a view to {submitting the relevani'f projects to international credit

-Institutionse.

- A particularly Jmportant step would be to put into practlce without

, delay a resolution on ports adopted at the Meeting at Punta del Este. By

virtue of the fact that this problem was common to all the Latin American
countries and could be dealt with at the level of a multl-natlonal project,
the secretariats of ECLA and OAS were requested:. (a) to prepare jointly
wa technical study on the ports in Latin America, with a pertinent evalua-
tion of necessary investmen©-s"y and (b) "to a’ppo:'mtﬂ. a special working
group .for this purpose, and request the collaboration of interested
countries, and the Government of the United States, in order to obtain
from them technical and financial agssistance to prepare the program',
Since the'Meefing at Punta del Este, the secretariats of ECLA and OAS

have collaborated closely in a rumber of preparatory studies concerned
with the implementation of the project. Under preseént conditions, it
seems a matter of priority to make some headway with the projecty for

/which purpose
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which purpose the necessary financial assistance should be obtained
either from the Government of the United States, the Inter- American
Development Bank or the Inter-American Committee on the Alliance for
Progress,, ‘

| In 1963 and 1964 the Advisory Committee on Transport of the Latin
American Free-Trade Association (ALALC) has béeen engaged in the study
of a drafb‘general agreement on maritime, river and. inland-waterway
transport,_ under the terms of the Montevideo Treaty. This draft agree-
ment, which relates to-intra-area maritime shipping traffic and has been
drawn up in confbmi’oy with a resolution of the Second Conference of the
Contracting Parties to ALALC (Me.xico, 1962), is at present under conside~
ration by the member States, An analysis of it would be out of place
here, but mention shduid be made of the fact that it has been the object
of certain reservations by the representatives of some States members of
the Advisory Committee on Transport.

The ECLA secretariat is studying the question in the light of the
discussions and results of the Conference on Trade and Development, The.
Governments of the States members of ALALC, in taking up the draft again,
could, if necessary, 1ntroduce additional clauses embodymg the pertinent
provisions of recornnendatlon A.IV,22 and of the draft which the developing
countries submitted to the Conference, ,

~ The study of shipping and freight problems on a continuing basis
might be vitally important in ensuring the smooth, successful operation
of the consultation machinery provided for, at a national and regional
‘level, in recommendation A.IV,22, The ECLA secretariat éould," on request,
orient and co-ordinate the studies carried out by the "freight study
units" previously recommended.

The ECLA secretariat could intensify its studies on shipping and
freight, in close co~ordination, or in conjunction with the secretariats
of the United Nations Conference on Trade and Development, the other
United Nations regional commissions and ALALG, the ALALC Advisory Committee
on Transport, as well as competent govemmental bodies, shlppers' councils
and liner conferences which would form part of the proposed consultation

/machinery. To
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machinery, To that end, ways: and: means would have: to be sought 1o prov:.de
the necessa.ry funds and personneli.. ke o L )
2, Tourdism

The Intez—AnerJ.can Travel Congress w}u.ch is to meet at Bogota‘ dur:l.ng
March and Apr:tl 1965 should study ei‘fectlve natlonal and regional measures
for atta:nmg the obgect:.ves set Eor'bh :Ln the recommendatlon on tour:.sm
adopted by the Conference. It would also be Jmportant for the Congress, .
in con,]tmctlon with na'b:Lona.l and reg:.onal ‘bourlst organlzatlons, to
prepare Speclflc proaects for suhm.ss:.on te the f:.nanclal znst:.tutlons
mentloned in the recommendat.lon. o -

o The subsldlary orbans of the Trade and Development Board contemplated
in recommendatlon A.V.l mclude LE:] eommlttee on invisibles and financing
related to trade" ) Th:Ls commttc,e could also 'e.xamme effective measures

for promotmg t,ravel to the deve'].opmg countrles. o
3» Insurance dnd reinsurance’ -
 In view of the recommendations of the Conférence on matters of
insu'rance, the Latin American Governments should agree: | | '
(a) That the committee on invisibles and ﬁnancing related to trade,
’ whose establishment as a subsidiary organ of the Trade a.nd
Development Boa.rd is provided for in recoxmnendation AV, l, )
‘'explore the posﬂb:.lmty of applying as soon as possible i :
effective measures for ﬁﬂ.fila.lng the ‘aims of recommenda=
tion A IV .23, partlcula:cly these tend;mg to strengthen natlonal
and regional msura.r ce and remsﬁrance ma.rkets in the develop~
- ing countrles, ' ' C
(b) That the ECLA secretarlat, with the ‘sollaboration of an exper‘b
" consulfant on quest ong of insurance, "should undertake a study
" aimed at fomulatmf, speclfle and practical conclusions and
reconnnenda‘c:.ons conducive to the apphcatlon in Lat:.n America
' . of the recormendations made by ‘the Conference in so far as
' 'they express the’ mel*es of the Latin. Amerlcan countrles in
‘matters of insirance and reinsurances = . - '

NI
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VI
INSTITUTIONAL ARRANGEMENTS
 INTRODUCTION

le Latin America's position and the conclusions of the
Alta Gracia meetlng

_ Latin America's draft recommendation on a new institutional
jstructure recomuended the establishment of an international trade orga=
nization within the United Nations system to deal with the problems of
international trade, with special reference to the needs of development
This new organization was to be universal in character,.i.e,, to include
all countries and economic systems, and its main charact teristics vould,

be the following:

(a) Tt should have sufficient authority to ensure comﬁlienca with
its own decisions;

(b) It should be capable of providing, on a continuing basis, the
central stimulus for 21l work relating to international trade
and financing considered as instruments of economic development;

(¢) It should be an organ of the General Assembly of the United
Nations, in conformity with Article 22 of the United Nations
Charter; ‘ '

(d) The Conference should be kept in being until such time as it
is replaced by the new organization, and to that end should
report on its activities to the General Lssembly through the
Economic and Social Council and should hold regular sessions
every two years;

(e) The principal functions of the Conference should be: to

- establish principles and policies relating to international
trade with special referénce to the needs of  development; to
establish the means of action -and propose the necessary
instruments for putting the said principles and-policies into

effect;' to carry out a critical evaluation and promote the

 /review and
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(£)

(g)

(h)

(1)

review and co-ordination of the activities of the inter-
national bodies and institutions concerned with international
trade and development; and to promote the co-ordination

of international commercial and financial policies in

keeping with develonment needs; o

The Conference would have an Executive Coun01l, euVebllehed as
an organ of the Ln}ted Nations General Assembly,>yhlch.would

hold at least two eessions a year and be composed‘of thirtyj,{f

. four Member States; Tt would be similar in combdsition to

the present General Comrittee of the Geneva Conference,
The principal functlons of the Executive Council: would be to - -
carry out the decisions of the Conference. and eneure the.

continuity of its work, to prepare the regular sessions of

‘the Conference, to entrust to the secretariat the preparation

.,o? the reborts and documentation reguired, to sunerv1se the

inplementation of the decisions tekea by. the Conference, and

" to approve and suomlt to the Conference. a renort on its work;
- Four subsidiary committees would function under‘the authority

" of the Executive Councils

(1) A committee to dezl with relations between developed

and developing countriess

. (2) A committee to dezl with relations betweenfState~trading

and merket economy countries;

(3) A committee to deal with relations between develonlng
countr1e3°'

(L) A commlttee to undertake whatever work is necessary ‘or
the establishment of the international trqde‘organlzatlon,
and to advise the Ixecutive Council on the critical
evaluation, review and co-ordination of'tﬁe;international
trede activities of the other international:bodies.

The Conference would have a secretariat, headed by a Director-

Genersl,. who would be resvonsible to the Secretafy#General of

the United Nations,

' /The draft
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: The draft of the Latin American group of ninetesn countries was
based on the findings of'the,meeting at Alta Grzcia and feithfully
adhered to its main features, although some points wers made more
éomprehensive and others more precisea' For example, the draft was more
emphatic than the Alta Gracia version as regards the establishment of

a new international trade organization, Reference to the fact that

GATT would continue to be the body concerned with promoting international
trade was deleted; the functions of the Conference and of its Executive
Council were more clearly defined than at Alta Greciay and fuller
details were given regarding the Council's constitution and the functions
of the secretariat,

2, Other drafts submitted

The Latin American groupls preliminary draft was circulated at
the same time as three others: .one, presented by the countries with
centrally-planned economies, a second by several African and Asian
countries (Burma, Ghena, Indonesia, Migeria and Syria), and a third
by some of the developed market economy countries, The African~-Asian
draft was couched in very sﬂnilar terms to the Latin American proposal,
wﬁich made agreement on a joint draft~recommendation from all the
develon,ng countries a relatively simple natter,

o The other two draft recommendations - submitted by the countrie

w1th centrally planned economies and by some deveTODed countries with
market economies, respectively - were, on turn, revised by their sponsors
and modified versions were presented which tended to accept some of the
views of the developing countries, Thus a process of rapprochement
beiueen the different positions resulted in the.unanimous adontlon by

the Conference of a single draft recommendation,

3s [The joint draft submitted by the develoning»countries

The joint draft submitted by the deveLoplng countries, as put to
.the vote and adopted by Committee IV, covered all the essential points
of the Latin fmerican draft, It maintained the decision to set up a new

- . . . 2 - . v \ 3 -
organization, universal in character, with sufficient authority to ensure

/compliance with
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campliance with its own decisions and of those of the United Nations
which relate to international trade and dévelopment, and be capable

of providing on a continuing basis, the central impetus for all work
relating to trade and develop;ﬁent° The United Nations Conference on
Trade and Development would continue in operation as an orgén of the
General Assembly, one of its'functiéns being "to review, evaluate and
co—ordinate the activitiés of other institutions operating in the field
of trade and development, wiﬁh a view to their progressive édéptation to
or integration with the comprehensive organization", Tach State |
represented at the Conference would have one vote, and decisions on
matters of substance would bé taken by a two-thirds mejority, An
Executive Council would be established as a standing executive organ

of the Conference, It would‘consist of fifty-two members selected‘on

the basis of their geographical representation and the impérpance of

the different countries fn the field of trade, The Council would be
assigned important and widely varying functions: when thefConference

was not in session, thé Council would function as an inttiating,
deliberating, executing and co~ordinating body on such subject matters

as fell within the competence of the Conference; supervise'the
implementation of Conference decisions; request the secr%tariat to
prepars fepbrts;' likewise, request reports from all inter-governmental
or internatioﬁal agencies commected with trade and develo?ment (including“
GATT, FAO, TBRD, IMF and the IL0); and maintain close links with the
regional econcmic commissions, ' ;

Furthermore, the Council was to study, on a priority basis, matters
relating to the establishment 6£ a comprehensive trade oﬁganizatione It
would normally report to the Conference, but in the yearé vhen the
Conference‘was not in Session 1t would send its reports_to the Genersl
Assembly, with copies to t@e Heonomic and Social Councii§

Fach membgr of the Council would have one vote, and decisions

would be taken by a simple majority.

t

;' / It would
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It would have a permanent secretariat, which would be concerned
" exclusively with the work of the Conference, the Council and its
_subsidiary bodies, The Secretariat would be headed by a Secretary-
General, appointed by the Genefal Assembly on the recommendation of
‘the Secretarngeneral of the United Nations, '

L The position of the developed countries on
the joint draft recommendation

The vote on the joint draft in Committee IV confirmed the fact
that opinion was still divided on a number of basic points relating to
the institutional machinery, Despite the large ma jority with which the
Committee's draft was adopted, the leading developed countries in the
field of international trade which voted against the draft represented
a powerful force without whose co~operation the work of the new organi-
zation could hardly be really effective, -
| The following were the main points on which opinion differed:

(a) The developed market—economy countries insisted.that it was
unnecessary to.set up new international trade organization, They wanted
the Conference, itself with its subsidiary organs, to assume the
permanent function of promoting the new conditions governing international
trade;

A (b) As regerds the status of the Conference within the juridieal
framework of the United Nations; the developed countries proposed that
iﬁ should be directly responsible to the Economic and Social Council,
which would convene it under the terms of Article 62 of the United
Nations Charter, or in accordance with Chapters IX and X of the Charter;

(¢) The developed market~economy countries did not wish to grant
the Conference functions as brosd as those deemed neceséary by the
developing countries; '

(d) They wanted the members of the permanent organ of the Conference
to be confirmed by the Economic and Social Council, and insisted that
the twelve principal trading countries be assured of a permanent seat,
Moreover, they preferred that the permanent organ should consist of not
more than forty members, instead of the fifty-two proposed by the developing
countries;

/(e) The
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(e) The system of votlng oroved to be the crucial issue as.
between the developed and the develonlng countrles. The former contended
that a 31mole numerlcal magorlty was not enough to take decisions on
world. trade, and reqyested fhat a system of quallfled voting be adopted,
The developing countries, for their part, con51dered that the General.
Assemblyt!s system of voting, under which each State bad a 31ngle vote,
should be observeds From-thelr”p01nt of view it was eesentlal to make
sure that a veto would not be able to prevent the consideration and
adoption of decisions aimed at solving their trade problems;

(£) The developed countries envisaged the esteblishment of
only one speciallzed body, the conmittee on commodltles, whereas the
developlng countries advocated that two others be set up as well: a
committee on manufactures and a committee on invisibles and financing
related to trade; ’ ’ o

(g) Opinions were also divided on the relations that should be

maintained between the new mechanism and ex1st1ng.trede organlzatlons.

THE RECCOMMENDATION ADCPTED
{Recommendation A.V.1)

1, General statement g

As soon as Committee IV had adopted the draft jointly prepered by
the developing countries, yet more intensive efforts Wefe made to
secure a rapprochement between their p031tion and that of the developed
countries with market economies, The formula flnally arrived at by
common accord reconciled the'divergencles‘of.opinlon as followss

(a) The preamble to the recommendetion‘conside?ably modified the
idea expressed in the developing countiies' draft to.fhe effect that the
international organizations existing at present afe not equipped to
tackle all the problems of trade and develoument, and that new 1nst1tu—
taonal arrangements are theref ore needed in the fleld of world trede,
The pr1nc1ple that an 1nst1tutlonal system complementany to ex1st1ng
arrangements should be established to ctontinue the work 1n1tlated by the
Conference and to implement its. recommendatlons, conclu51ons and

decisions was, however, maintaineds;

/(b) ISiN
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(b) A1l specific decisions concerning the creation of a new .
‘trade organization within the United Nations system were eliminated,
The scheme adopted will, for the time being, be based exclusively on
the periodic sessions of the Conference and on the establishment of a
permanent organ of the Conference to be known as the Trade and Develop=
ment Board, The Conference will be convened at intervals of not more
than three yearss ,

(¢) The Conference will be recognized as an organ of the General
Assembly, Presumably it will be established under the terms of Article 22 of
the Charter, alfhough the recommednation does not expressly say soj

(d) With regard to the functions of the Conference, the developing
countries managed to get them defined as covering -~ more specifically
" than was stated in the draft prepared by the developed countries = the
‘search for practical ways and means of applying principles and policies
to solve the problems of the developing countries, In this connexion,
the developed countries! draft mentioned only the formulation of _
principles and policies and the continuing review of international
machinery; in that of the developing countries, it was prdposed that
the Conference should be generally responsible, under the authority of
the General Assembly, for the promotion of international trade. and
déVeIOpment, and that to this end it should formulate policies, establish
media of action and make proposals for the instruments required to
put the said principles and policies into effect,

According to.the recommendation adopted, the functions of the .
Conference will be, inter alia, "to promote international trade ... with
a view to accelerating economic development"; "to formulate principles
and policies" and “to make proposals for putting the said principles
and policies into effect and to take such other steps within its
competence as may be relevant to this end",

The final récommendation is closer to the develoning countries?
draft as far as the co-ordination of the various existingvagencies is
concerned, Although the text alludes only to agencies within the United

Nations system, the terms of reference assigned to the Conference in the

/definitive version
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deflnltlve ver31on gmpower it’ td‘”fac111tate ‘the . co~ord1nat10n" of
their act1v1t1es, whereas 211 that was advocated in the draft submitted
by the developed countrles was the cont1nu1ng rev1ew of 1nternat10nal
rangements. ' ' ' o
| Another function a531gned to- the Conference is that of initiating
action for the negotlatlon and adoption of multllateral legal instruments
in the field of trade, although with due regard to the ex1st1ng organs

of negotlation,
' (&) -The Trade and Development Board is to have flfty—flve members,

in accordance with the ‘wish of the developing countrles. There is’

.plenty of margin for the principal trading countries? pennanent inclusion

on ‘the Board, since eighteen seats are reserved for the developed
couritries with market econcmies, However, no formal commitment is
established to the effect that the twelve countries.of most importance

4in world trade shall be entitled to permanent seats,

The wishes of the developlng countries were also respected
1nesmuch as each State is to have one vote and de0131ons w1ll be taken

by a s;mple magorlty of the representatives present and voting,. - Provision

‘is made, however, for a process of conciliation, for which the procedural
,detalls w1ll be- dlscussed at the next session of the General Assembly,

on the ba51s of the relevant study carried out by a Spec1al Commlttee. 2
This conciliation process is to take place before the Board casts its

votes, the purnose being to provide an adequate basis for the subsequent

adoption of recommendations involving decisions that'may affect the

economic or financial interests of particular countrles.

] Any country may sutmit to the Special Commlttee nroposals relatlng
to the substantive part of the recommendatlon, prov1ded they do not imply

|

any departure from the prlnclple thab each country has one votes

21/ On 22 September, the Secretertheneral of the’ Uhlted Nations announced
that the Special Committee had been appointed. Its members are’
" twelve in number, répresemting Australia, France, India, Mexico,
‘Pakistan, Poland, Senegal, Union of Soviet Socialist Republics,
_ United Arab Republlcy United Kingdom, United States of America and
Uruguay, It is expected that the Special Cammlttee w1ll have
begun work by 23 October,

¥

/(£) The
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(£) The functions of the Board include that of taking appropriate
action, "within its campetence", for the implementation of the recomendations
of the Conference; ' |

(g) The draft prepared by the developing countries made the
Permanent organ responsible for requesting from inter-governmental or
international bodies reports on matters within their province relating
to trade and development, and empowered it to make recormendations to
such bodies, This faculty was not included in the developed countries!?
draft. In the recammendstion finally adopted it is confined to meking
"as required, arrangements to obtain reports from and establish links
with inter-governmental bodies whose activities are relevant to its
functions"; -

(h)  The clause in the developing countries! draft which assigned
to the permanent organ the functioﬁ of carrying out in advance all the
preparatory work for the establishment of a new world trade and develop—
mént organization was suppressed in the final recommendation, However,
the Conference is still responsible for reviewing “in the light of experience
the effectiveness and further evolution of institutional arrangements
with a view to recommending such changes and improvements as might be
necessary", To this end it will study, inter alia, "matters relating
to the establishment of a comprehensive organization, based on the
entire membership of the United Nations system of organizations, to
deal with trade and with trade in relation with development";

(i) With regard to the specialized subsidiary committees, the
recammendatlon takes up the proposal of the developing countries in that
‘it expressly provides for the creation of a committee on commodities,
“another on manufactures and a third on invisibles and financing related
to trade, without precluding the establishment of any others that may
prove necessary, Both the developed and the developing countries! drafts
suggested the institution of a committee on comodities to "carry out
the functions which are now performed by the Camnission on International
Commodity Trade and the Interim Co-ordinating Committee for International
Commodlty Arrangements (ICCICA)," a specification which is maintained

in the resolution finally adopted;

/(j) I
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(j) In essence, the draft prepared by the developing countries
was included textually in the final recammendation as far as the
secretariat of the Conference and ils organs are concerned; The onl&
difference consists in the suporession of the list of the secretariat!s

functions,

2, Evaluation of the recommendation.

The basic. aspiration of the developing countries in the insti~
tutional field was to have at their disposal a permanent agency through

“which their general and specific,tréde and development‘problems could be

ventilated on a co-ordinated basis and»at_the world_leVel;l According to
the proposals of the developing coﬁntries, moreover, this agency should

have a measure of executive powers enabling it to ensure the effective,

‘even if gradual, implementation of its decisions and recommendations,

In the course of the lengthy and difficult negotiations on this
point conducted at Geneva the developed countries explained their reasons

for objecting to too radical a change in the juridical scope and formal

characteristics of the institutions cbncernéd with tradé problems, The
Seventy-five realized that aft this stage it would be expedient to draw
in their horns and be content with less spectacular advances.

The progress reoresented by the final recommendatlon must be

. considered satisfactory on the vhole, A definite decision was tsken to

establish new juridical machinery calculated to playjan important part in
the process of remodelling the structure of trade on lines more favourable
to the developing countries, '

- The recamendation in fact guafantees the perménence of a canpre~
hensive institution cépable of fozmulating,policies in respect of the

trade prqblems of the 'developing countries, and following up their execution,

"This institution - the Conference -~ will have a sj'milarly permanent

organ to give continuity to its activities,. The developlng countries

~ will be able to avail’ themsalves of the right to. vote within this

organization, although for practical reasons an attempt will be made to
bridge the gap between divergent positions through a conciliation

/procedure, when
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'proceduré; when the action proposed may substantially affect the
econamic: or financial interests of one or more countries, . The Conference
and its permanent organ will be fully empowered to seek ways and means
of making a new international trade policy viable and effective, They
will have at their disposal a specialized secretariat which will operate
autonomously but in close contact with the organs of the United Nationms,
on a basis of systematic co-operation with the regional economic
commissions and co-ordination with the other United Nations agencies
that have to do with trade questions, As a starting-point for its
activities, the new institutional structure will be able.to use the
body of recommendations adopted at the Geneva Conference,
From the standpeint of the ends pursued, it seems obvious. that
the institutional machin ery agreed upon at Geneva constitutes a juridical
instrument at least as effective as an autonomous agency would have
been, if it had been accorded the same facultles and terms of reference
~as the Conference, The difference seems to be mainly one of form, since
- possible lacunae can be filled by means of reforms that are not peculiar
to an autoncmous agency, and that might well be incorporated in the
institutional structure set up at Geneva through decisions of its own,
i Again, parégraph 31 of the recommendation provides that one of
the tasks of the Conferénce and of the Board will be to study all
matters relating to the establishment of a comprehensive organization,
This means that the developing countries will be able to follow up the
operations of the recently-formed institutjional structure with a view
to renewing, should they deem it necessary, their advocacy of a new
~autonomous organization, -

The possibility of making operational decisions or specific
policies legally binding on all members will depend wpon whether the
positions of the developlng and the developed countries are succes sfully
conciliated, _

The recommendation makes no clear pronouncament on the role that
the General Agreement on Tarlffs and Trade (GATT) will continue to play in
the future or the co—ordlnatlon patterns that may be 1ntroduced in

/relation to
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“relation to this agency, Generally speaking,<the'initial efforts of .
the developing cbuntries were directed towards securing the incorporation
of GATT in the new institutional structure of which it would form
part and by whose hjghest authorities it would_be‘given‘guidelines ‘
. for its action; or, at least, the establishment of systematic
co~ordination procedures which-woﬁld ensure that"tariff’reductions
and the other activities of GATT were carrled out with due regard to
the opinions of-the world trade agency and the special needs of the
developing countries, . - S .

Under the terms of Paragraph 18 of the recommendatlon, the ‘
Trade: and Development Board "shall, as reéquired, make arrangements
to obtain reports from and establish links with inter-governmental .
bodies whose activities are relevant to its functions"; fufthennore, .
-."in order to avoid duplication it shall avail_itself, whenever possible,
of the relevant reports made.to the Econamic and Social Council and
fother United Nations bodies", This means, in practwce, that GATT may
remain outside the new structure, in which case relations between GATT
-and the Conference would be established only on the basis of ad hoc
agreements, - o - '

" How much GATT can'do to promote the interests of the developing
. countries will continue to depenq upon the decisions of. its members, '
- whether these are expressed through, the programmes or;piaﬁs preparédﬁ
by GATT itself. or through the agreements -concluded by its members
within the Conference and subsequently implemented through the GATT
machinery, On the other hand, according to paragraph 3 (d) of the ,
- recammendatlon, ‘one of the Conference?!s -functions w111 be "generally; .
to review and facilitate the co~ordination of act1v1t1es of other
institutions within the United Nations system in the fleld of interw
national trade", What is more, paragraph 3 (e) empowers it "to 1n1t1ate
~ action, where apnroprlate, in co-operation with the competent organs
of the United Nations, for the negotiatjon and adoptlon of multllateral-
legal instruments in the field of trade, w1th due regard to the
adequacy of existing. organs of negotlation and without dupllcatlon |
of their activities",

/3. Functions
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3« Functions of the Conference

. The basic functions of the Conference are defined in paragraph 3 (b)
and (c) as being Mo formulate principles and policies", and "to make
proposals for putting the said principles and policies into effect",

: Its ability to make these principles and policies binding, so
that it becomes a true. juridical instrument, will depend, as was

previously pointed out, upon the degree of unanimity with which they
are adopted,

Le Conciliation procedure

The delegation to a Special Committee of the task of proposing
procedures for a progess of conciliation between the developed and
developing countries, in all cases in which the problems or decisions
concerned may affect the interest of member countries, was of decisive
importance in compounding the serious differences manifested at the
Geneva Conference with regard to voting systems for the new institutional
structure, This Special Cbmmittee is to submit a report to the next
session of the General Assembly of the United Nations,

It is to be hoped that the report in question will be fully
acéeptable both to the developed and to the developing countries, and
that consequently the last problem left pending at Geneva in relation
to the establishment of a really effective institutional structure
will be successfully solved, The effort made by the developing
countries to sustain the principle that each State should have one
vote at the Conference and on the Board seems fully justified, It is
worth noting, however, tﬁat at the voting stage, and when the decisions
or positions concerned relate to substantive matters and must imply
a formal commitment, the acquiescence of the developed countries is
almost always indispensable if such decisions are to be operative,
Hence the need to seek some pribr conciliation procedure, which the
developing countries themselves, it would seem should regard'as a

means of increasing the possibilities of achieving practical results,

Y/The majority
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The majority vote of the developing countrles s of which they
could avail themselves as a means of 1ndlcat1ng *thelr wishes or their
unsatisfied aims, will always be a last resource in cases where the
conciliation procedure has failed, : [ '

Another po:.nt to which att.en‘blon should be drawn in the 1nst1tutlonal
field is the important role that may be discharged by the: reglonal
economic commissions within the new institutional mechanisme .In the
recommendation adopted at éeneva;, express mention is made of the
close-co~ordination which should exist between the secreteriat of the
Conference and the said regional camissions, Such co—ordlna’olon will
be a very useful means of enabllng the dlfferent reg;ons to give
systematic expressmn to the:.r asplratlons and v1ews, and of making
it possible to carry’ out necessary technlcal stud:Les, for the purposes
of which the experiehce of the commissions in speclallzed fields and v
their knowledge of the reglons concerned may be of the greatest value.l"
In addition, the reglonal commissions w:xll be able to contlnue glv:mg a
member countrles adv:.sory assls‘tence in their efforts to study and
clarify their p031t10ns v:us-a-v:.s the various problems thet emerge
in the course of the Conference*fs act1v1t1es. To this end, contacts
between the several regl.onal commss:Lons Wlll be extremely useful.

: POSSIBIE LINES OF ACTION . ‘

Poss:.ble l:Lnes of act:.on may be summed up under tu({o ba.s:.c heads, |
as follows: o E o . '," R /

(1) To cont:.nue supoortlng, both’ generally and specﬂlcally,
at the neyt session of the"General Assembly, the establlshment of an
effective institutional structure, pursuant to the terms of the ‘
recanmendation adopted at the Geneva’ Conference, ;’_ : '

(2) To endeavour to strengthen ‘this agency in the future, so0 '
that it may mcreas:n_nely prove’ 1ts worth as the 1nstrument of actlon : '

awaited by the developlng coun’c,rles.
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VII

PROMOTION OF TRADE.BETWEEN DEVELOPING COUNIRIES

INTRODUCTION

In keeping with thé cénglhéions adopted at Brasilia and Alta Gracia,
_what Latin American countries in Geneva sodght mainly to achieve in this
connexion, was a reshaping of world trade patterns along lines conducive

~ to regional imtegration, This would have to be done in several basic
fields: (a) the developing countries should be authorized to grant each
other trade preferences, without being compelled to extend them to the
developed countries; (b) +the intermational regulations required for .
carrying out the process of inmtegration between developing countries
should be made sufficiently flexible; (c) bilateral payments and trade
systems should bé viewed as instruments which might sométimes promote
trade betweén developing countries; (d) sufficient international cooperation
.should be‘ensured for the purpose of promoting the developing countries!
regional intégration processes, including the fihanéing of their trade
and the solution of problems jmpeding integration (lack of transport,
banking services, financial machinery and connections, etc.).

Of all ﬂhe de#eloping regions, latin America was the one which
displayed the keenest interest in promoting the discussion and the
adoption of decisions on the subject at the Conference. Its attitude
is easily understandable, since two regional integration movements are
being successfully developed in this region.

RECOMMENDATIONS ADOPTED
(A.11.5 ard A,I11.8)
The rest of the developihg countries, on the whole, supported
Latin America's proposals, which were embodied in two draft recommendations
submitted by the Seventy-five as a group. The recommendations represented,
invessence, all the aims and hopes expressed in the Charter of Alta Gracia,
and wereyadopted unanimously by the Conference. Although the bilateral

 /payments arrangements
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payments arrangements found very weak support, both recoﬂmendations should
be regarded as most constructive and susceptible of immediate practical
application. . f b

In fact, they set fbrth several objectives and principles of vast
significance to the developing countries, in particular to Latin America,
Chief among them are the following: ' ! ‘ '

-~ (a) The 1mpo*tﬂpce of measures designed to liberélive end strengthen
trade between developlng COuntrLes, espec1ally through reglonal integration
movements; ' , ‘

’ (b) The need for the developed countries to faﬂllltate reglonal
integration movenents, partzcu;erly to the extent that the basic
principles governing wcrld trade should permit the countrles participating
in such integration to a;opt the best possible arrangements to expedite
the process Foremost among those facilities is the mutual granting of
exclu51ve prefersnces at the regional or suberegional level'

(c¢) 'The nece331ty ‘for developing countries to be able to adopt
the most appropriate flnan01ng and payments measures for thelr integration
or for the 1nten31f1cat¢on of mutuai trade, including reglonal payments

l

unions: and.

-

1

(d) The over-all objective that the develqplngfcountrles should
llberallze their mutual urade, within the framework of co~ord1ﬂated
actlon and developmenu programmes.

The foreg01ng prlnc1pl and dzcisions open up w1de prospects for
securing formal interna +1ona1 backing for 1ntegratlon movements and for
surmounting the obstarles and difficulties in the forﬂ'of basic principles
which formerly limited ﬁhe possibilities of seeking and putting into
practvce the nrocedares best suited to the purpose. It is in this
particular sense ihat the two recommendations acqulre!great practical
significance, f i

These recommendaulons are subgect to two nrov151ons, both, however,
of a constructive nature, The first requires ‘that spe01al attention be
given, within any process of integration or co—operatlon between developing
countrles, to the needs of the different countrles part1c1pat1ng thereln,

with special empha31s on those at a relatively less edvanced stage of

- /development. This
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development, This introduces into. integration processes a factor of
equlllbrlum and equity which is already a practical feature of the Latin
American Free-Trade Association (ALALC) although its basic elements will
have to be broadened in the immediate future.

ﬁ The second provision stipulates that integration Eetween the
countries of a region should not adversely affect other developing countries
and, in general, should take into account the interests of third countries.
This requirement is also in perfect harmony with the meaning and objectives
of the Latin American 1ntegrat10n moévemgnt, in that it seeks to malntaln, '
and even to raise, the levels of trade between its members and third
countrles.

POSSIBIE LINES OF ACTION

The two recommendations make it possible to foresee important
results in the near future, On the one hand, the support given to the -
concept of regional and sub-regional integration should strengthen it
anew, based on the fact that the developed countries must be prepared to
provide the necessary means allowing the developing countries desiring
integration té achieve it under favourable conditions, without normative
limitations and with due regard to the fact that the peculiar nature of
their problems calls for special facilities. Integration movements
deserve special attention in respect of financing, as was recognized in
two of the recommendations on the subject adopted by the Conference.

. This new climate opens up to the Latin American countries
possibilities of stimulating regional integration without being haupered
by a strict interpretation of the rules applied by existing organizations.
It is to be hoped now that such organizations will not insist that the
developing countries concerned with integration should present a plan
and scﬁedule for arriving at the removal of all barriers to reciprocal
trade,: as apparently required by article XXIV of GATT; nor that -
"substantially all" traditional items of trade should be liberalized. .
In future, developing countries will be able to start their integration
procesé by adopting partial solutions.’ For instance, internal reduction
of trade barriers might be their target, or they might aim at the abolition

/of these
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of these barriers only in respect of certain industriesi 'As regards
payments, too, the recommendations -adopted in Geneva provide new. hope that
the international monetary and financing institutions will looek with
favour upon the organization5of-multilateral systems or. the‘practice of
bilateral agreements which, from time to time might fa0111tate trade
-between developing countrles. _

In the past, whenever! they deemed it expedlent the developed countries
practiced forms of co~operation which departed from standard procedures.
By virtue of the relevant resolutions of the Conference, the ILatin American
countries can also consider themselves free to study any method that will
promote their integration. Their only criterion should be the selection
of an economically reallstlc and polltlcal y fea 3ible formula. International
trade rules have not only ceased to act as a restraint as, insinuated in
the recommendations, but the developed countries themselves have under—
taken to do everything in thelr power to promote 1ntegrat10n between
countries in process of development. A systematlc effort on the latterts
part to stimulate 1ntegwat10n would testlfy to their firm determlnatlon ‘
to help themselves, thereby fac111tat1ng the marshaullng 01 ail types

of ass1stance from the develooed Lountrleso

e s

S NIIT



E/CN,12/C.1/21
Page 115
VIII

PRINCIPLES
- INTRODUCTION

The United Nations Conference on Trade and DeVelopment discussed a set
of prlnciples which might serve to govern trade relations and trade policies
conducive to economic development, -

A working group was appointed to review the various propbsals-sutmittedto
this respect.” As a result of its work, and on the initiative of “le developing
countrles these proposals were presented in the systematic form of so~called
General and Special ‘Principles. They may even be said to -constitute the out~
line of a Trade and’ Development Charter, since they consoliddte the essential
eriteria discussed at the Conference with a view to & new order in inter-:
national co-operation.

~ Fifteen General Principles and thirteen Special Principles were drdafted,
besides a set of principles: relating to the transit trade of land-locked
countries, "

- GENERAL AND SPECIAL PRINCIPIES .
. {Recommendation A.I.1)

:7The GeneralﬁPrinciples focused on the following subjects: ‘respect for
the principle of sovereign equalify of states; self-determination of peoples,
and non~interference in‘the'intefnal affairs of other countries; ~the complete
elimination of discrimination on the basis of differences in socio~economic
systems; a country's right freely to trade and to dlspose of -its natural
resources; international résponsibllity .in respect of : ‘economic growth; -a new
international division of labour; increase in the export earnings of
developing countries; facilities for access to markets and more remunerative
prices; establishment of most-favoured-nation treatment; avoidance of the
possibility that the economic “integration of- the developed countries should
adversely affect the developing countries; promotion of regional ecoﬁomié :
groupings among developing countries; the réquirement that international
financial and monetary policies should take full aecount of trade and develon~
" ment needs; dlsarmament decolonization and special treatmeat for the

relatively'less developed countries.
.. /The Special .
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The Special Principles outlined the manner in which the countries
participating in the Conference should orient their respective national
policies in order to attain the objectives set forth in the General Principles,

| Since the compromise agreement on the substantive iﬁems of the agenda
was not reached untii;virtﬁally the end of the Conference, there was no
time to reconcile the variocus amendments to the General and Special Principles,
It was therefore decided that a vote .should be taken at the plenary meetlngo
Thus, they were adopted by a mojority vote, with all the developing countries
voting in favour., At the same time, recommendation A 1.3, recognizing the
necessity of achieving the broadest possible measure of agreement at the
earliest possible moment. on a set of Principles, and recommending that the
new institutional machlnery should continue efforts to that end, was adopted
unanimously. ';

TRANSIT TRADE OF LAND-LOCKED COUNTRIES ’
(Recommendation A.1.2) f

t

t

This recammendation forms the subject of General Prirc1ple Thirteen,
which the Conference decided to deal with separately. It was the only ore
of the Principles to be adopted unanimously and it represents the. Conference'ts
resolve to pay special attention to the various aspects of’ the transit trade
of land~locked countries, ! The text of the recommendatlop, in turn, contains
eight specific principles defining the rights which the inﬁernatienal
community must recognize in order to promote the economlc development of the
1and«locked States, and thus to enable them to overcome the effects of their
land-locked position on their trade, !

The recommendation includes the following 1nterpretat1ve notes "These
Prlnclples are interrelated and each Principle should be construed in the
context of the other PTIHCIpleS"u This statement is supplemented by
recommendation 4,VI.1, to the effect that the Secretary~General of the
United Nations be reduested to appoint a committee of tﬁentyafour members,
~ representing land-locked, transit and other interested States
as govermmental experts and on the basis of equitable geographical dlstrlbumon.
The commdttee would be expected to prepare a multllateral draft convention,
taking into account the prlnciples of international 1aw; conventions and

3/egreements in
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agreements in force and submissions by Govermments in this regard, as well
as the records of meetings of the Sub~Committee on land-locked countries
establlshed by this Conference, The new draft convention would be submitted
to the Secretary~General for presentation to the conference of plenipoten~
tiaries to be convened in mid-~1965 to consider the draft and adopt the
convention, .

On 24 Sepiember, the Secretary-General of the United Mations sunuounced
that he had appointed this Committee, which was composed of the following
members: Afghanistan, Argentina, Austria, Be1iviey Chile, Czechoslovakia,
Indla, Ivov'y Coast, Japan, Liberla, Mali, Nepal, Netherlands, Miger, Nigeria,
Pakistan, Faraguay, Senegal, Switzeriand, Union of Sovist Socialist Repuhlics,
United Kingdom, United States, Upper Volta and Yugoslavia, It is scheduled to
start work at United Mations Headquarters on 26 October 1964.

FUTURE PROSFECTS

The practical result which the recommendations adepted in this connexion
seek to achieve is the codification of a set of principles upon which a Trade
and Development Charter may some day be based,ﬁ By its very nature, this
project will be time~consﬁming. Taking into account the experience of the
developing countries which attended the Geneva Conference, the Latin American
countries would do well to continue their work in this respect, so as to be
in a position once the Trade and Development Board is established, to make
constructive contributions in regard to both the prlnclples themselves and
the best procedure to follow in the matter,



