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1. We, the Afrlcan Ministers Iespons1ble for Trade and Development, neet1ng 1n
Addis Ababa, Ethiopia .from 16 to 18 March 1987 have adopted a.common position
on trade and development issués as ‘our contribution to proposals té be ‘submitted
by the Sixth Ministerial Meeting of the Group of 77 to the Seventh Session of .
the United Nations Conference on Trade and Development to.be held in.Geneva,
Switzerland, from 9 to 31 July 1987. .In the elaboration of this common position
we -have kept in mind the objective of -the development of our continent and the -
need to.strengthen our sol1dar1ty with other regions- of’the Group of 77 in our
cormon -desire to react1vate and- énhance international economic .co-operation for
develooment and in order to attain the Mew Internatlonal Econon1c Order.
Ty i
2. The develop1ng world is facing a crisis of unprecedented raV1ty. In many.,
developing countries, the development process has collapsed. .on the eve of
UNCTAD VII, the flow of financial resources is much reduced, and several countries
suffer net outflows. The debt burden of developing countries constitutes an..
obstacle to_the mobilization of naticnal and international financial resourcee
for development. -Unprecedented drop in the commod1ty pr1ces depr1ve many. deve-
‘loping countries -of export earnings which are necessary 'for ‘financing their 1mports
;rand 1nd1spensab1e to sustain development and to service externmal debts. . The.
erosion of respect for the disciplines of the international.trading system
exposes developing countries to arbitrary obstacles to their trade. As a con-
sequence societies and political systems are under acute strain.

3. Ve are gravely .concerned by the continuing critical economic situation in
Africa which.has affected ‘a large number of African countries and has worsened
-since the 1980'3.: The collapse of the_international market for commodities has’
underm1ned Africa's dependence on trade.as a 'viable instrument for promotion of
growth ‘ang. developnent. For instance:in 1985 Africa's export earnlngs stood

at US$60 6 billion but in 1986 the African cont1nent export earnings declined to
US$44.3 billion. Coupled with th1s, is Africa’ s "debt ‘service which is estimated
at US$25 billion a year - between 1986 and 1990.° Faced with 1nadequate resources,
Afr1cangovernmentgbudgetary allocations for 1mports, investment and employ-

ment generat1on have been drast1ca11y reduced. As 2 result many of our peoples
cchtinte to face acute food-shortage and are therefore threatened by’ sta*vatlon
‘ald malnutr1t1on. : : ‘
oo Wh11e this critidal’ s1tuat1on results from a comb1nat1on of endogenous and
exogenous factors; we strongly reafflrm that the development of our societies, .
rests pr1mar1ly with ourselves. ‘To this end, we are making efforts to: ‘build A
viable economies geared to ‘sustained growth in order to derive greater benefits.
from: production for_natxonal .and international markets. However,. the ‘deterio-
ration of the international environment, which aggravates the présent crisis, .,
is beyond our control. lNeither can our efforts alone nor the free play of market
forces, provide a solution in the absence of a fundamental change in the inter-~
national economic structures and in the attitudes and policies of the major
industrialized countries towards Arrican countries.
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5. Accordingly the Heads of State and Government of the Organization of African,
Unity, at their Twenty-First 0rd1nary Session held in Addis Ababa in July 1985,
adopted, Africa's Priority Programme for Economic PRecovery 1986=1990 in order . j
‘to reorient Africa’s policies and programmés relat1ng to recovery and. growth
durlng that perlod Furthermore, the General Assembly of the United Nations,
meeting in- special session in May/June 1986, unanlmously adopted the United
Nations Programme of Action for“’African Econom1c Recovery and Develonment(UNPAAERD)
1986-1990, expressing the solldar1ty'of the international community with Africa.
and its W1111ngness to seélt_effeetive and lasting solutions to Afr1ca s economic
and soc1a1 problems. Nevertheless whlle the African countrles as a whole have

f

nity has not yet matched 1ts comm1tments to provide substant1al resources An
support of the Programme of Actlon.

eore

6. For us, the ‘African’ M1n1sters Respons1ble for Trade and Development the
priorities for action are dictated by the .objective of develop1ng our economies
within a more favourable 1nternat10nal environment. These prlor1t1es perta1n to
the f1nanc1ng needed for the econom1c development of our countrles. !

.7. -Finance for development 1mp11es the mobilization of domest1c sav1ngs, off1c1al
development as51stance, forelgn 1nvestment and bank cred1ts. However, domestic
savings cannot grow fast enough w1thout the alleviation of our debt burdern:
accelerated development ‘Fecovery of our export volumes ‘and ‘the improvement of
both commodity prices and terms of trade. Similarly, foreign investment and
commercial lendlng are deterred by the accumulation of debt at excessive interest
rates and on severe ‘terms- ‘and’ cond1t1ons. Accordlngly, additional finance for
theé’ development ‘of our productlve structures will requ1re inter alia a reorienta-
tion of- cond1t1onal1ty w1th1n a debt strategy based on our development obJectlves
as well ds a substant1a1 1ncrease 1n ODA flows in support of our economlc soc1a1
goals. . N
8.” - Another set of prlor1t1es is made up of medsures needed to give effect to
the overall. obJectlve of the Integrated Programme for' Commodities Which is to
prov1de resources for development and d1vers1f1cat10n of our commodlty—dependent
economles. To this end we appeal for an urgent rat1f1catlon of the Common Fund |
Agreement to make it operational,. the conclusion and the strengthenlng of 1nt€r- ’
national commodity agreenents and other mechanism to stabilize markets and pr1res,
the" enlargement and’ 1mprovement of existing compensatory f1nanc1ng fac1l1t1es,
and ‘the credtion of a new enlarged. fac111ty, the increase of market acceéss for _
our raw and processed products and thé elimination, of subsidies for agrlcultural
productlon and exports in industrialized countries. ‘We also need additional '“. i
findnce ‘and. transfer of- technology . for the process1ng, marketlng, d1str1butlon '
and transport of our . commod1t1es.
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9. In the area of international trade, we firmly request ttke removal’ “of all tarlff
and non-tariff barriers against products of particular interest to African’
countries including tropical products and’ processed raw materials. We call for
an improvement of the Generalized System of Preferences in terms of giving wider
coverage to agricultural products of export 1nterest to- Afrlcan countries,

In this context, action in the aréa of trade pollcy taken by some deve10ped
countries .for non-economic reasons also cannot be ignored. The United Nations
General Assembly has :condermed “the unilateral and collectlve imposition of
economic and trade sanctions for political reasons agalnst developlng countries
and yet, regrettably, these pressures continue to be applied. We also attach -
great importance to financial and technical assistance which will enable us to
increase and diversify our Capac1ty to producé and market manufactured goods

for exports including exports in the South-South and between developing countries
and Socialist countries of Eastern Europe (South-East).

10. We are also greatly concerned by the increase in the number of African
countries classified as «least developed® and by the deterioration of their
economic and social situation, as well as that of least developed countries in
other regions. These countries are struggling against profound structural
obstacles to devclopment and cxtreme economic vulnerability. Despite the odds
agalnst them, they are implementing corageous policy reforms. But is is clear that
action by these countries alone will not suffice to achicve their recovery and develop
ment objectives. We, therefore, insist on the need for urgent action to transfer
substantial additional external resources to the least developed countries,

and to fully implement 21l commitments undertaken in the Substantial New

Programme of Action.

11. The task before the international community is to devise, agree upon and
implement a package of policy orientations and concrete measures to revitalize
development, growth and international trade through multilateral co-operation.
it is a task which calls for a common and sustained effort of the international
_community.

12. Ve are concerned by the fact that important commitments are denied;

many actions, measures and policies called for by resolutions and decisions of
UNCTAD adopted unanimously or by consensus, have been neglected. We therefore
propose that a mechanism should be established within the G.77 to evaluate and
constantly monitor the implementation aspect of UNCTAD recommendations and
resolutions. We further propose that UNCTAD VII instruct the Trade and Development
Board to undertake on a regular basis, a systematic monitoring of the implementa-
tion of specific actions called for by UNCTAD.

13. We. reaffirm the imporant role played by UNCTAD since its establishment in
the area of international economic co-operatlon for trade and development and
stress the need to preserve the spirit and the objectives of UNCTAD as embodied
in General Assembly refolution 1995(XIX) and in subsequent resolutions and
decisions aimed at enhﬁne1ng the integrity of UNCTAD in fulfilling its mandate.
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14, The Seventh Session of UNCTAD will be an opportune occasion for the
international community to examine the interdependence of the world economy and
the consequences of the current economic situation for the trade and develop-
ment of the developing countries. - It is also hoped that this session ‘will
prov1de a vigorous impetus to the implementation of those commitments undertaken
in the' UN Programme of Action for African Economic Recovery and Deve10pment
1986-1990, in the area of financial resources, commodities and international
trade, bearing in mind the special situdtion:of the least developed countries,
as well as improving the external env1ronment for development as cdlled for in
the Programme of Action. :

15. .To<th1s end, we attached the following proposale:f~

pry
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ITEM 8 (A) OF THE PROVISIONAL AGENDA FOR UNCTAD VII

RESOURCES FOR DEVELOFMENT, INCLUDING FINANCIAL
. AND RELATED MONETARY GUESTIONS

1. Assessment of the situetion

1. The post few years have’witnéssed widespread breakdomms of the dévelopment
process -and en internationel debt crisis of unprecedented breadth, durstion-end
gravity. Host developing countries have suffered & sharp reduction in their.
pace of economic growth, end & number have undergone contraction.  Per capita
incomes have fallen back to levels surpassed a decade 280, both capitcl
accumulation and living standords have been cut, and investiment in human
resources ond stondards of educttion, health and nutrition hove also been
adver‘ely offected, Thus, both actucl growth performance end future

development prospects have been sevcrcly domaged. .

24 This constitutes a crisis in development that is unprecedented in breadth
and depth. Its underlying couse has been the deterioration of the external
trading and financial environment.

. Reel interest rates hove become and remained extraordinarly
stéecp;
» Commodity prices of export interest to deﬁeloping countries have

collapsed to their lowest levels in 50 yearsg

»° ° Fluctuations and 1ngt<b111ty in the exchenge rctes of the -
“77 major world curren01es-.

\;'.

L
T

> At the same tlmc, dcveloplng countrles have suffered loss. of
export markets malnly due to the 1ntenS1flcut10n .of protectionism -
in their pr1nc1plu norkets and the slowing of growth.

Furthermore as grouth in developlng countrlcs has dropped, 50 has
the dynanism of their nutual trades e e - :
Sherp’ decline’ ‘of ODA in real terms, By i*ir .

3. Mony- developlng countries, uf%er incurring increesed, debt service charges
os a result of higher interest rotes and o shrinkage of capacity to service
debt due to the deterioration of their terms of trade .and export earnings have.
also suffered an dhruptcollupsc of lendlng by 1nternat10nul private 0up1ta1

..fmarkets, commecial barks in perticular.

‘a
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4, The pro—cyclical behaviour of private flous Has been paralleled by
deceleration, ond in some cases contraction, in officicl flows due to the
adoption of ncgotive attitudes towards development finance by some major
donors. ODA levels of meny developed countries remoin well ‘below the
internationally targeted level, Furthcrmore, the’ qpallty of ODA"flows has
deteriorated, both through the increccsed tendency to utilize them for
commecial purposes and through 2 morc scvere conditionzlity, - The levels of "
direct foreign investment and of -officially supported export credits have o
also-dropped, in part due to the cutbacks in investment lcvels in develbplng
countrles following the tightening of the bulance-ofhpeyments constralnts.

|
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5 The comoinaxion of these adverse dovelopments has coused the new flow of
financial resources to developing countries to contract dra stically and even to
become increasingly negative. In 1985 alone ‘developingoountrics made net outwerd
transfers totolling$3l billion dollers, Thig olmormal situction has foroed &
number of developing countries to seck per81stcnt trade supluses, mainly through
import compression, acmounting to several percentage points of their nationel )
income = o burden which is additional to the income losses incurred through
terms of trade deteriorotion and loss of export morket growth, Thus, for the
first time after the colonicl erc, developing countries as o whole are again
becoming net suppliers of resources to industrizlized countries, This is o

grave setback for the cause of development and threatens to further weaken the
trade and payments system,

6. The massive reduction in aboorption of goods and scrvices required to make
up for the worsened trzding environment and finenoial heemorrhage has not only !
disrupted the. cconomies of developing countries, but has also accentuatéd SOClulx
tensions, and as differcnt segments of socidty have sought to protect their rea _
incomes from being eroded, it has greatly fuelled inflationary pressures, At the
international level, the extraction of trode surplusses from developing countrles
has intensified trade.tensions cnd provided’ further 1mpetus to the growth of
protectionist pressures, by depressing output and enploymcnt in developed countries
Despite the'need to open mérkets further’ to -accommodate the adjustments being mode
by developing countries, new and more sophlstlcatod trode” rcstrlctlng measures have
been opplied in addition to the level of protect1on1sm that humpers exports fron
developlng countries, . . ‘

rLoeL

Te. The world economic crisis has extracted a heavy toll from all developlng
countries, especiclly thosé in Africa, which' for historiccl reasons have to contend
with large mass of poverty cnd living stondords’ vhich provide little margin oboveth
poverty line., Their ndjusitnent offorts hove rcoehed oné sonctimes axecceded the
limits of socizl tolerance and substantial additional concessional finance through
miltilateral sources is needed both for adjustment and development,
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8. The adjustment effort required of developing eountrics has been especially
onerous because of the failure of developed countries to rcverse the shocks that
their restrictive macro-economic and trade policics have inflicted on developing
countries., Consequently, repl interest rates have remained extraordinarily high,
end the.demand for developing ooun%rics exports low; commodity prices and the
terms of trode of developing countrics have remained acutely depressed; and
protectionism hrs continued to escalate, despite commitments regarding stond-
5till and roll-back. The only significent achievement of the policy stance

- of the developed countries has bcen the conquest of inflation ~ and this has

for the most part been gained ot the expense of developing countries, through
the_downsq;ng in o0il and non—011 commodity prices,

9.' ' Tﬁus, the absence of a co-ordinated set of policics directed at growth
togethcr-w1th the dcflclenolcs in the international monctary system which lacks
& truly. multllgteral 1nd~cohorent franework have left the global economy deflated,
and conseouently uncble .to ensurc the revitelization of internetional trade and
.development and & mutually- satisfactory resolution of the debt crisis. A% ithe

same t;me, the uneven. approach bc1ng followed to.the debt and development -crisis,
' whlch p“rallels and relnforcos other e symmetrles and inequities in -the inter-
natlonal cconomic order, milita ates o against a revivel of the development process
end rendcrs the debt of devecloping countries a drag both on the development of
.,developlng countrles and on the growth of the world cconomy as a wholes:

R . ‘

"10. Dcveloplng countrles thus caznnot share the-oomplaccncy regarding world

economic trends which prcvells in certain quarters.in developed countries, vhich
" ptems from an 1nflex1b1e attuchment to restrictive and unco-ordinated policies,
regnrdless of their globel oons scquences., Theso consequences are extremely -
dﬂngerous for 2ll, indeed they ecven pose & threat to the intcrnational financial
system end thc functioning and credibility of the international trading system.
.Thus, the general cconomic environment induced by .the. policies of major
industrislized countries oonstitutes an obstacle to the development efforts
of developing countries.

11, More than four years after the emergence of the e¢risis the approach of
developed creditor countrice to the debt .problems continues to be inequitable,
one sided-and partial. While ostensibly'ica ue-by--case" it has in reality boen
based on certuln unlfbrn pr1n01p1es vhich feil to address the fundamental -
proplcms. . : :

+ It hos bcen d051gned e:cluslvely ‘to protect the short—term interest of
creditors, ond has been oblivious to dlfferences in devcloplng countries! capacity
to Py - N ) i Louh

;It'has‘wrongly assumed that the debt crisis ste@s from mismanagemcnt by

debtor countries, and has thercfore ignored the nced for symmetrical adjustment
in developed and developing countries.
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— It hos been bascd on simplistic preconceptions regerding appropriate
policies vhich fail to teke due account of differences in tho stage of developmen
reached end in social and polrl.lcu.l conditions.

!

~ Instead of providing.debtor countrics ‘with sufficient resources to cllow

" . them to strengthen znd restructurc their productive capacities, it has requlred

i
thc ‘economics of debtors to be tightly sgmezed to generate en outward transfer

of resources. This has led over and cbove to negative sociol impact affec‘blng
stc.blllty needed for sustained economlc growth,

12, " AS o -result of thesc flows, responsibilities for dealing with debt problems
‘have not -beeh equitably distributed between the various parties involved: <he
costs of debt service have:been borne exclusively by the developing debtor
countries, Maturity, grace cnd consolidation periods have remained short. The
Bupply of netr finance has sufficed only to kcep debtor countries current on
interest poyments, allowing little or no margin for income growth even in

per capite terms, accompenied with rigid end 1ne.ppropr1‘..‘te conditions,

13,- ~As the roon for contractlonc.ry ad justment has become exhousted and the
limits of political and social tolertnce reached or even excceded, recognition
~in principlc has at 'last been g:r.ven "to the fact ~l:ha‘l:, ‘without resum:.ng development
debtors will not be able to mcet thcnr obligations in the long’ run roga.rdless of
their aspiration to do so, end morcover, that without externsl resources, _
develepment ond growth cannot be revived. Hottever, there is sheer contradiction
betveen this reseosgnition in principle of the need to place growth and development
a2t the centre of the de'bt“stra.tegy"and'. the continued calls upon developing
countries t6 make further réstrictive ad justments, The Group of 77 cannot but
perceive: an ‘irénic note in these calis when developmg cbuntrles are forced to
tronsfer more reSources 1o deVeloped countrles thm ‘bhey recelve from them,
14, - The mudequa.cy ahd msufflclency of recent mltlotlvcs such as the Baker f
initiative is now fully evident. They merely scek’ to continue the shift towards
laissez-fairée policies in developing countries, by* meking avcilable only a modest
level of 'involuntary lending'! by bonks and, now that the IMF has become 2 net
toker of funds from the developing world, giving an cnhanced role to the World
Bank, It therefore fails to p"rov:.de mcmmgml strategy whlch would be
commensurate with the scale and’ nﬂture of the crisis and capable of res‘bormg
creditworthiness and the momeﬂfun of* growth, It continues to m:l.splace the onus
of adjustment action in-debtor countries instead of linking acétion on the debt
front with action to revitalize the world cconomy os a whole, The latter would
requlre co-ordinated action, -involving the perticipation of developing countries,
not Just the Group of 5, to recdress the present asymmetry in the intermational
monctary system, and in particular to reduce rcal interest rates, strengthen

commodity prices, expand 11quld.11:y, improve access to merkets, and aasure
cxchu.nge rede st‘_.bllrlry. ' _ ot
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(a) By overestimating the extent and speed of the bencfits that. couldflow
from the structural policy reforms advocated and from direct foreign invesiment,
and underestimating the difficulties and drawbacks of each, it calls for further
heavy sacrifices from the populations of debtor,countrieé. '

(b) It fails to recognize the necd tb tailor debt service costs to debt’
servicing capacity. »

e = e en v v e e T

(c) It f2ils to assure en adequate supply of resourccs, éither from the
private banks; or through the Horld Bank, in particular the’ speclal facility for
Sub-Saharan Africa; or through the INMF's structural adjustment facility. Both
these facilitios are very smcll in the light of their stated objectives, The
specizl facility for Sub-Seharcn Africa, for example, has already committed more
than half of its regources in the first yecar.of its activity and w111 be ‘
discontimied effcctive July 1987.

15.- For most developing countries the debt situation remains.the most severc
strain on growth., Perspectives arc gloomy if the framecwork is not changed since
for a nmumber of developing countriocs debt obligations cxceed the capacities of
their economies. What is cven more intolerzable is the increcsing conditonolity
attached to the remaining and highly insufficient financiel flows to developing
countries, which often tends to undermine their independence and sovereigniy in
the choice of their development prioritiecs and their social and political system.

16, Financing is needed. Funds rust be mobilized and new instruments necd to
be devised to stop end reversc the negative transfer of rosources now, taking
place, which prevenis any aecumitletion of cepital, No efficiency in the use of
resources through structural adjustment can offset the siphoning of resources os
a result of their tronsfer cbroad. Without resources there can be no.cexpansion
and without expansion it will be impossible to create tho dynamic climate nedded
to stimlate 1nvestnent, the onlJ puth to growth.

17. Howevcr, the- nagnltuae -of the- problcn is. such thut ‘an increase in externul
finencial flows alone would not be mufficient for its solution. .Perallel and
co-ordlnated action is needed to lower interest rates, cose the liguidity shortage
experlenced by developing countrics, reise commodity prices, achieve exchange ro tc
stablllty, increasc and improve access to developed countries markets for products
of developlng countries etc. Co—ordination needed to redress the present asymmetry
in ‘the functioning of the internationzl monetary system, The zim of the systom— '
to equitably serve the international community — cannot be achieved with the present
extremely high concentration of decision ~ making power emong & few most developed
comntries, Co—ordination is inconceiveble without the active participation of the
developing countries. The world scn no longer sit back and wotch a spectacle in
vhich the fate of 211 is decided by the fow,
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Objectivee of the Group of 77 | . ;

i8; The Group of 77 sces UNCTAD VII as o major. and much nceded opportunity
to reach concerted and action—oriented agreements on the following main issues
in the area of financial resources for development and related monectary issues.,

Ao Setting up an effective and credible development-~oricnted
debt menczement strotegy aimed at reaching a pglobal ond losting
‘solution of the debt;problcn of the develqp1ng_pountrles. There is
~ no no contradiction between the need for such a globel colution and the
partlculer attention to be pgld to the cconomic situation,. development
perSpectlves ond debt service -capacities of individual indebted
 developing countries. Since there is a recognition in principle of
the nced to place growth and development at the cenicr of o viable
debt strategy, the task before UNCTAD VII is to 1dent1£y all its .
components and to promote their translation into pructlce. Such a
strutegy implies dialogue, no—responsibility ecnd enhonced co—operation
between cll the parties: concerned — governments of developed ereditor
~end'developing debtor cowntries, international finoncicl institutions
" and banks, o5 well as equitable and symmetric-adjustment. The right
’ approuch cannot be merely o technical ciie. It has to take account
-of the various politicel, economic and socizl aspects of the, problem .
"SO as to 2llow the adoption of adequate policies and rcdraft
measures, L1l parallel actions should be promoted which are
'~ indispensable for the success of such-c strategy, including -increased
" access to markets of'developing countries' exportc, lower real
interest rotes, strengthenéd and stabilized commodity prices,
more stable -and wllgned cxchonge’ rates end more vigorous and growth~
orlented macro—economlc pollcles in major developed countrlesa" '

B. Revitalizing 211 chonnels of fiqggg@al'ffou; to developing
comntries: ODA, other official flows, bank-lending ond private
.. investment. Both the volume ond the quality of ODi should be
. increcased and concrete commitments achicved in pursuance of inter-
nationally cgreed targeis. Other bilateral and mliilateral flows, especiall
. ot concessional- terms, rfrom developed to developing countries as well ‘
. as bank-lending should be resumed at a pace providing not oﬁly.for the
-maintenance of .their debt gervicing_capecity, but mqfe importantly,

Y
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permitting a growth in their output and mvestments, thus 1ena.d1.ng to a
decisive revitalizatici ©f their ‘development process, The need for
concessional flows being particularly felt by the developing countries
vhich suffer from the hondicop.of mass poverty,- -revitelization of such
finencial essistence. should be nccorded high priority by the inter— :
notioncl community. An improved .economic environment -cnd better - -
developnent prospeets of developmg countrics should encourage more
substentive foreign ‘investments, to'be chaonnelled so os to facilitate the

. ach:.evement of obJect:Lves set up by the developln countries thems'elve‘s.

Augumented resources should be ‘provided to the international .
finoncicl institutions so as to encble them to pley the lead_mg role in
developuent finance, -Consensus should be achicved on the desirable
attributes of o more effective and more development-oriented financiel

system, | Such &, systen should. be_cheracterized- by longer ma,turlt:.eu, (

:.ncre‘.sed certainty.as. o the cost.of borrowing, -a more-stable: pattern in
-bhe flou of resources, cepacity.to .respond- quickly to the ‘chenging: -

',.oapltal req_111reme~1ts of dcveloplng cou.ntr:.es '*.nd. nore (llversa.ty in. the .

sources of financc,

.-C, Promoting the reform of the international monctory system so as Yo

ORI,

.development .nnceds of develéping oouniries. Regoardless of the dyndplc of

' -madze it truly stoble, multiloteral, equitable and responsive to the

the =¢form, incrizzel internotional iiguiGity should urgently be provided
through, inter alia, o new substantial SDR allocetion while meintaining

- the unconditionsl -nature of “he SDR.: A..lowtlens_._ehoul_d "be linked to the

developmcn'l: needs of dev'o'loping 'coxintries.
CALL. 'the a.bove obJectlves have & common 2 h‘..].‘tlng the net trensfer
of -resources from:dévéloping countr:.es +o developed countries and inter-
nationel fiancial'. institutions ond” restormg and’ mcreas:.ng net financial
flous to developing countries. This implics enhanced-and-equitable
internationzl cooperation in the field of money and fincnce. UNCTAD hes

- g unigue role to ploy in this contexit being the essential forum for the

consideration of financiel and noneta.zy quest:.ons rélated to trade and
developments Conscguently, one of the importent tosks fbefore UNCTAD VII

is to tronslote the elemenis contained in General Assembly resolution 41/202
of 8 December 1986 on the external debt and development into a broader set
of more concrete operational guidelines ond action oriented measures‘.
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3 Policies and measures proposcd by the Group of TT

19, The Gr J'ojljhoﬂd ask that o firm cereement be reached at
UNCTAD VII on the urgent necessity to bring about a more stable and development
supportive mbemaulond cconomic cnvironment by increasing the grovrhh rate ‘

of the world economy, assuring suustmtlally larger access to nc.rkets of '
developed countriés for d_.evclopn.ng eountries! exports, strengthening and

" stabilizinhg commodity prices, revitclizing all channels of fincnciel flows
from developed to developing countrics, increasing international liquidity,
lowering real interest rates and stabilizing exchange rates, attaining
equitable international monetary syctem and elaborating ond forcefully
implementing a viable development oriented debt strategy.

20.- ALl countrics partieipating in UNCTAD VII should wnembiguously commit
themsélves to such an agreement, This, however, cannot detract from the
primary responsibility of developed countries for its implementation, due to
the overwhelming impact of their macro—economic, trade, fisczl ond monctary
policies on the international  economic environment.,

2. The above gencral agreement, in order to be meaningful and effective,
gshould be accompanied by more- concrete: agreements on ‘thrce ' main - gets of urgent
policics.and. mo(.sd.res. ~'I'-hough they are closely mterrclc.ted, for tlié Purpose
of cl arrl*r +hcuo Jﬂ’\'f‘oc se‘Ls ~ould classn‘lecl and-prosented as follous"

A, POLICES Jain) T‘IE." SURES ATMED AT THE ELABORATION "AND IMPLFMENTATION OF
A GROWTH ORIENTED STRATEGY FOR TACKLING THE FROBLEMS OF DEBT LND
DEVELOPMENT, BASED ON THE CONCEPT OF SHARED RESPONSIBILITY,

FOLITICAL DIALOGUE AND COORDINATION AMONG ALL THE PARTIES CONCERINED:
GOVERNMENTS OF DEVELOFED CREDITOR AND DEVELOFING DEBTOR COUNTRIES,
INTERNATIONAL FIANCIAL INSTITUTIONS AND BANKS, THESE MEASURES SHOULD,
INTER ALIA, INCLUDE:

(i)' improving reschedul:.ng exercises by subtrmtlally extendlng
repayment, -groce ond concolidation periods ‘and taking account of the
flows of cxport earnings of mdebted developing countrics;
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ensurlng that the consol1dat1on per1od on average, -1g at least
10 years partlcularly for countrles relying primarily on official
or officially guaranteed flows for financing development programmes;

l,.

further ensuriﬁg that the consolidated amounts cover.debt service

" payments associated with both official and private debt and pay

particular attention to short-term debt and to payments arrears;

eliminating the stock of payments arrears with the active assistance

~and support of multilateral institutions who should be invited ‘to’

fund a substantial proportion of such.arrears;

ensuring that no donor or institution becomes a net recipient of

funds from developing African countries during the period 1987-1990;
mak1ng sure that in the context of: debt rescheduling operatioms,

indebted developing countries will not be asked to adopt economic

*"philosophies and concepts whlch are incompatible W1th thelr econonic

and' social .systems;

guaranteeing that, under no circumstances, will concessions on

old debt result in the reduction or suspension of new financial flows;

extension of multl-year rescheduling agreements, which should 1nc1ude
repayment not only of principal but also of 1nterest be app11ed to
both official and officially-guaranteed debt and to debt owed to
commercial banks, and 1ncorporat1ng World Bank co-f1nanc1ng and

guarantees of commercial bank’ loans,

eliminatiOn of the requirement of a preliminary agreement with the
IMF for the negotiation of multiyear rescheduling of debt service in

the Paris Club;

establishment of a framework with respect to official debt wherein

interested developing countries, prior to debt renegotiatiees in the
customary fora, would be enabled to consider with official bilateral
and multilateral creditors as well as the relevant private creditors
their economic situation and medium-term development objectives and

prospects;
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(xi)"

(xii)

(xiv)

)

(xvi)

(xvii

‘countries:

d1fferent1at1ng existing debt from new credit flows for the

purpose of ‘détermining interest rates,

1

establishing, as appropriate, a relationship between the amount of debt

service and the gfowth of GNP, and other relevant indicators of the

-economic situation of indcbted developing countries such as commodity

" prices, thus adjusting debt service to the real payment'eapacity of

each developing country;

limiting debt service payments to a percentage of export earnings
which would be compatible with the development needs and economic
and social requirements of each indebted developing country;

-0 A P .o . . Lty re

a moratorium of -at least. .3 . years of debt servicing,of both public
and private lenders including the ccnversion of a substantial part of

the debt service obligatione of African countries: into grants; -

o8 . R ITS PR,

1mmed1ate and full 1mplementat1on of Conference resolutxon 161(v1),
Trade and Development Board recolutions 165(S—1X) concern1ng retroactive
adjustment of terme and 222(XXI) concerning agreed features for debt

reorganization; ‘ L. , e

i

immediate implemehtation of the recommendations of the mid-term global
review of the S!2A for the 1980s held in 1985,

urgent adoptlon of more 1nnovat1ve solutlons for the debt problems of

‘ deyeloplng countries. In this context, the problems of eountrles in

Sub-Saharan Africa and of:least developed countries should be paid
particular attention. Such solutions shculd include leng-rerm reschedul-

ing on less cnerous terms, the conversion of part of the debt into grants

'and writing-off of the devt purtlcularly for the least developed countries

.
‘r

inviting the creditor developed countries the multilateral financial,

monetary and banking instituticns to adopt urgently concrete measures

in order to golve Africa's extcrnal deb* preblem , at continental level.
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(xix) unconditional provision by multilateral development lending institutioms
of debt relief measures'for.least developed.countries, at -least equal

" to their debt service obligations to these institutions;

‘(xx) parallel and equally ‘intensive:international action in view of a
growth=-oriented solution of thé debt problem-of heavily indebted

developing countries;

-(%ri) -~ establishing with additional resources a-new credit facility in the
" IMF to expand'the CFF to alleviate the debt service burden caused by

high real interest rates and other excessive servicing costs;

(xxii) setting up, within the IMF and other multilateral institutions, of new
mechanlsms to help those developing countries which because of adverse
exogenous factors, are not able to repay their obligations to these
institutions according to a- flxedischedule,..

(xxiii) inviting the Trade and Development Board to review and monitor on a

regular basis decisions and measures concerning .developing countries debt.

POLICIES AND MEASURES AIMED AT SUBSTANTIALLY INCREASING THE FLOWS OF. ..
FINANCIAL RESOURCES FROM DEVELOPED TO DEVELOPING COUNTRIES PROVIDED BY
MULTILATERAL INSTITUTIONS! EXPORT CREDIT AGENCIES; ODA DONOR-COUNTRIES, THE
BANKING SYSTEM AND FOREIGN ‘INVESTORS. . THESE MEASURES ;SHOULD, -INTER ALIA,
INCLUDE: : e mae empt

.

(i) ea81ng the liquidity shortage experienced by developlng countries by
agreeing. in the IMF on a new substantial SDR allocation totalling no less
than 15 b11110n SDRs and ensuring the unconditional nature of SDRs as well

as their link to the development needs of developing countries;

' :.;_" N , .- o e .
(ii) substantially easing the, conditionality cr1ter1a of the 1nternationa1
financial institutions ensuring that any co-ordination between the IMF,
the World Bank and other multilateral financlal institutions does not

lead to cross-conditionality;
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" '(iii) -proceéding urgently with a-general increase-of the capital-of the
* World Bank, whose volume; as a minimum, -should enable the achievement

of a lending growth rate of 6.5 per cent per annum in real terms;

(iv) reversing the decline ‘ifi>IDA resourcesthrough assuring their substantial
: "repleniéhment and rise in“teal ‘terms and preserving and inproving the

quality of IDA resources; S '

(v)' ensuring a predictable and higher replenishment of the resource. of IFAD
:’7'through‘inCreasedcontriﬁutibnéTof developed countributing countries;

‘ﬂVi) urglng the World Bank to mobilize add1t1onal resource commitments from

’ donor countrles for Afrlca,

(vii) 4strengthen1ng the reglonal development banks of develop1ng

countries espeC1ally the African Development Bank and its Find
through inter alia increasing their capital while maintaining the

essential development and regional characteristics of these banks, .
' ‘dituilarly there should be an increase -in their funds and other .

"+ “concessional rescurces;

(viii) redoubling efforts by developed-countries to achieve as quickly as
b&ééfble the ‘internationally agreed target of 0.7 per-cent of their
GNP for Official Developmenit ‘Assistarice to developing countries as
‘called for in the International Development Strategy.for the Third
United Nations Development Decade, full implementation by developed
countr1es of the1r comm1tment to provide 0.15 per cent of their GNP as
ODA to the least developed countr1es as called for by theSN?A, ODA

el

.should be.pleced on an 1ncreas1ng1y assured, continous and predictable
_ basis; - I . ' C

AR : o

(1x) urg1ng governments of developed countries to encourage their commercial

e banks to resume and 1ncrease lendlng to develop1ng countr1es, spec1ally

PR

1n support of the1r own efforts to increase output and exports;

- . . i n‘ff
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(x) enhancing the flow of foreign investments to developing countries in
accordance -with the development objectives set up by the host countries

themselves;

(xi) increasing the flow of resources in real terms to African countries in
accordance with the decisions contained in the United Nations Programme of
Action for African Economic Recovery and Development adopted by the

United Nations General Assembly on critical economic situation in Africa.

(xii) Addressing the leakages in the multiplier effect in developing countries
by getting donor agencies to intensify the use of local expertise in -
developing countries in the exccution of projects financed by loans or

-grants provided by developed countries.

.POLICIES AND MEASURES AIMED AT ESTABLISHING AN EQUITABLE, STABLE AND DEVELOPMENT

SUPPORTIVE INTERNATIONAL MONETARY SYSTEM. THESE MEASURES SHOULD INTER ALIA .
INCLUDE:

(i) early convening of the International. Conference on Money and F1nance for
development with universal participation;

(ii) other parallel actions in view of the establishment of stable’ and’
responsive international dﬁnétary system, and ‘in particular:

. (a) effective multilateral surveillance to ensure equitable and
symmetric internmational adjustment;

(b) concerted action for the supply of adequate international liquidity
on an inéreasingly assured, continuous and predictable basis
consistent with the growth requirements of the world economy'and

‘meeting in partlcular the needs of the developlng countries;

(c) relax1n5 IMF's cond1t1ona11ty cr1terla from demand deflatlon to

‘.

growth or1ented adJustment'

a1 (d) expansion of the Compensatory Financing Facility; , - R
- (e) .continuation and further improvement of the enlarged accéss_policy,
. . necessitated inter alia by the inadequacy of quotas; ] .
(f) .advancement of..the ninth review of IMF quotas in view of the fact
that the eighth review fell short of requlrements, ) .
(g) increasing the voting share and level of participation of deve10p1ng
countries in the decision-making process of international monetary

and financial institutions.
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T pe . ITEM 8(B) oOF THE PROVISIONAL AGENDA FOR UNCTAD VII
COMMODITIES
I.  Review of the situation in the area of commodity trade
22.. . ;;The importance of commodity exports for the African economies and their

dependence. on a few primary commodities.for export earnings, makes African countries
partlcularly vulnerable to the elements of supply and demand as well as fluctua-

) tlons in pr1ces.

23. Africa's commodity exports aremas.follows: food and beverages @bout 55

per cent, minerals and metals, about 30 per cent agricultural raw material including
..tropical timber,about 15 per cent. Compared to other regions,tropical beverages which
provide ofa -than one~fourth of comrodity expo¥t eavainis are especially i*nortnnt
Over the last_ 15 years the annual average growth rate of world trade has been
partlcu,arly ‘slow or negative for maJor export commod1t1es of A£r1ca. Vhat is

more 1mportant from the point of Africa is that there has been a general fall 1n

the proportlon of world exports of these commodities supplled by African countrles.
24. Under the present:economic conditions where various commodities are in an
oversupply situation in the world market, the relatively slow growth of African
productlon and exports has allowed other exporters to secure higher export ‘
'earn1ngs than they would have been able to, had Afr1ca ma1nta1ned comparable export

growth rates.

t ol Yo ‘. vt R TR L TR t .

25. The higher deoendenee of Africa on coﬁnodlty trade'iosesuserious problems
of development. in view of .the low level:of processing and manufacturing.
Furthermore Africa's commodity trade continues:to be governed by general world
trends, in particular, those 1n developed 1ndustr1allzed countrles whlch are the
ma1n market. outlets for Afrlcan exports., There are several factors expla1n1ng
the commodity trends 1n Afrlca. One of. them 1s the 1nfluence and mementum of
technology, which has resulted in sh1fts in the 1nternat10nal competitiveness

of African commod1t1es, both in the shcrt and long run, w1th synthetlcs and

sghstltutes.
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26. Declining foreign exchange earnings in Africa have seriously curtailed -
the region's capacity to import:-. Promopted by the need to conserve foreign
-~ exchange, many African Governments were:compelled to restrict imports,
thereby curtailing development and the standard of living.of their peoples.
For a majority of African countries importing capital goods and )
other necessary inputs, this restriction .on imports.resulted im.a crisiq.of.under-
utilization of existing capacities.in both the agriculture and industry suﬁsectors
supporting agriculture. When export capacity was thus curtailed, there was 5

further drop in foreign exchange earnings.

27. - Two-thirds of developing countries' export earnings come from commodities.
One of the alarming features of the economic recession of the first . half of the
1980s has .been the persistent decline in the prices of primary commodities.
Despite a short-lived world recovery in 1983-1984, the general trend for commodl-
ties has been a sharp down-wing. Thus, the annual average index in 1985 in
"current: United States -dollars was nearly 32 per cent lower than at ;he beg;nning
of the.decade, representing an annual average fall of 7.5 per cent. In real terms,
this annual average represented 4.5 per cent annual decline which cumulated in
11985-to 20 per.cent: lower than in 1980. .This declining, trend has>continued.
through 1986.- 'According to the International Monetary Fund, real commodity prices
in 1631-1985 average 7 per cent below the level of 1980 and 16 per cent beléw

the average for 1960-1980. In terms of SDRs, by the final quarter of 1985, the
price index for cormodities was more than 10 per cent below the level of 1980.

This fall in -the index is-the lowest level since the Second ¥World War..

- 28. :The major factors vwhich have influenced .commodity markets are both cyclical
and structural. Cyclical factors include mac;pjggpnqmig-po}icies.qf developed
countries as reflected inter alia in exchange rate fluctuations and high real
interest rates.. Structural factors. also .inciude macro-economlc p011c168 of

* developed countries such as subsidies and support price mechanlsms, protectlonlst
measures as well as technological .developments and substitution. A11 have

contributed to the persistent downward fall of prices..
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29.i' -~In addition to this, the developed countries have sharply curtailed tHeir
import needs through increased production of various commodities. :Protectionist
measures and othét‘hdéhi@éisuppbrtfpolicies for domestic- producetrs as well:as.
strategic objective have Ené¢ouraged production: and generated largei'surpluses of
”égticulturél'products and increased the stock of minerals and metals in the
developed ﬁatﬁet'eoonomy countries, placing the commodities of developing countrie

at 'a competitive disadvantage and adversely affecting commodity “prices.

30. In this connection, it is interesting to note that while developing countri
“'havé'together earned about $US 75 billion annually from their agricultural commo-
.dit§ exports'during the past few years, the United- States, the European Economic
Communlty and Japan "have spent approx1mate1y SUS 42 billion annually on their
agricultural support programmes. . ' ) e

T

'"31, Protectionist measures introduced by the developed countries have shut-off

. 'commodity markets, as for‘example the'EEC market for meat and the reduction of

" the sucét market in the USA through quota restrictions. Internal taxes on tropic:
products have also put these products at a disadvantage vis-a-vis the alternative
products orlginating in the ‘developed’ countries.” Such taxes  also have negative
1nf1uences on the consumption of these products.

32{ " Thé économio'réoouefy'of the developed countries from the recession of the
early 1980s was not stiong or long enough to influence the ‘commodity economy
significantly. It therefore failed to carry with it a parallel increase in the

f 1eve1 of aggregate dendnd ' of ‘commodities and export earnings-and. import capaci-

) ties of the deve10p1ng coudtriesi /- ‘- i HECI
33.  Another factor which Has forced down the prices of commodities:was the

: deflationary polic1es ‘6f the developed countries which were.launched as from the
end of the last decade.’ The losses in export - earnings incurred by developing
¢tountries, as a result of “ such policy medsures, were directly linked to more than
half the fall in the rate of increase in consumer prices in 0.E.C.D. countries
between 1980 and 1984 alone.
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34, The sharp deterioration in the prices of commodities in contrast to the
relative rise in the prices of manufactured products of developed countries
resulted in considerable losses in the terms of trade of developing countries
reducing the contribution of the external sector to economic growth and develop-

ment.

35. It should also be stressed that exchange rate fluctions have disruptive.
influences on the prices of commodities and impose additional management and
adjustment responsibilities on developing countries. Concerted economic action
by the industrialized countries has led to the recent decline in the value of the
US$ with respect to most major currencies. However, commodity prices have not
reacted and remained acutely depressed. This has inflicted an additional burden
on the African countries whose export commodities are mostly priced in. this

currency.

36. In this context and in view of the decline of prices and the subsequent,
shortfall in export earnings, a number of developing countries resorted to
increasing their commodity exports-.in the hope of maintaining their import .

capacity and facing their financial obligationms.

37. Globally, rising stock levels, with interruptions in 1979 and 1983, and
increasing production-have outrun .consumption ever since 1973, Although there -
vere some variations between the various product groups, the cyclical dowm

turn in consumption was much more marked and the subsequent recovery failed to

close the gap.

38. Competition over a narrow range of products in a.limited and depressed
market, therefore, often led to market gluts and consequently to price slumps.
39, There is a close iink.between commodity export earnings and the accumul-
ation of debt and rising débt services. The fall in cormodity prices and
therefore the severe balance-of-paynents difficulties of developing countries
combined with escalated interest rates led to accelerated debt accumulation

and heightened debt service payments. The high proportion of debt service
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payments in relation to foreign -exchange receipts of developing countries has
limited their import capacities and thus investment and growth.

.
40. The cumulative loss of developing countries in export earnings due to
the falls in the prices of non-oil commodities for the period 1980-1984 amounts
nearly to $US 40.billion. This should be seen against the increasing burden of
interest and amortization payments which exceeded $ 137 billion dollars during -

‘the same period.

41. ‘In 1985, for example, debt service payments amounted to 132 per cent of
comnodity export earnings, demonstrating the crucial problem faced by developing )
countries in payment of their external debts and in impeding their growth and
development. Apart from its social and political consequences,:this situation has
led to a lack of investment in the commodity sector, further reducing the
competitiveness of the developing producing countries. Furthermore, the tariff
.escalation and non-tariff barriers which face the pfocessed and semi-processed
products from developing countries in developed country markets, constitute a

major obstacle to diversification and industrialization efforts of these countries.

42, The fact is that developing countries have become net exporters of capital.
The net transfer of financial resource from the developing countries to the
developed countries rose more than tenfold from $ 7 billion to § 74 billion between
1981 and 1985.

43, Given this alarming situation, any effort aimed at revitalising growth and
development of developing countries should lend particular focus to the critical

short-aand long-term issues of commodities.

II. Review of the Implementation of the Integrated Programme for Commodities

44, The IVth Conference of UNCTAD, in 1976 approved resolution 93(IV) contalnlng

the Integrated Prograrme for Commodities (IPC)

45. The two subsequent conferences adopted the following resolut{ons:

No. 124 (V) On the implementation of the IPC - Omnibus
) resolution.
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No. 125(V) On compensatory financing of export . s
and‘157 (V1) carnings -shortfzalls. :
No. 155(VI) o Ir plementdtion of the IPC in the area of stab111zatxon
- . ani se_‘:'th:.*hv ¢ arerrlity won kete, and
' No. 156..(VI) .. . Implementation of the IPC 1n the area of process1ng,

market1ng and dlstr;outzon, .ncludlng transportation.

[ 'on o
N A S Y

46. Due to the'lack of political will on'the part’of developéd countries: much
of the envisaged actions still remain unfulfilled and progress since the last

Conference has been particularly distressing.

II.. -A: Stabilizing and strengthening of commodity markets

i Commod1ty Agreements and Arrangemants Negotiated or Renegot1ated
in the Framework of UNCTAD

47. Ten years after the adoption of the IPC much still remains to be desired.

Eleven of the e1ghteen products 1n the IPC are not covered by commod1ty agreements
’ R

and only 3 of the 7 which are covered contain stab111zat1on clauses.
48. Since UNCTAD VI, cocoa, rubber, olive oil, sugar and tropical timber have
'undergone processes of negotiation or renegotiation while the International Tin
Agreement has collapsed. Agreeuments concluded earlier also cover jute and coffee -

a ﬁrSﬁuet which 'is contained in the IPC but 'is not negotiated in the framework. of
UNCTAD. Among these is the International Coffee Agreement wliizh ks turrestly broken-up
due to the intransigence of the main consumer ac-itzies ...+ thus cau51nguhaqu9§o

_ theeconomies of many African, Latin American and Asian countries. Similar situetions

‘ are threatening other important commcdi ies also. .These developments are a matter

of gr&@e'cbhcérﬁ to very many countries. Therefore the Conference urges that these
agreements should be ‘adhered to until the IPC cozes into full effect covering g1l

" éofmodities. “Although the IPC embraces a variety of stabilization and development
measures, most of the progress achieved is in the latter aspect. In some cases,
agreements providing for co-operaticn in dovelorment measures,in areas such as
product1v1ty improvement, research and deve]opmeﬁt including new end-uses, generic
market promotion, rarket transparency and the like have' been emiphasized. It

should QZ stressed that a var1ety of measures and mechanisms that would strerngthen

the commodity economy through market stab1112at1on and product development need
peralle}_emphpsis.

Tl

ot
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49, The conclusrons of the eleventh regular sess1on of the Commlttee on Commodi-

- ties (December, -1985) . relate, inter alia, to supply management measures, buffer
stock f1nanc1ng needs, produc1ng and consuming countries supports in defending
pr1ces, structur1ng of pr1ce ranges relevant to the provisgions of ‘the IPC, need
to address both development and stab1l1zat10ns measures as appropriate, minimiz-

ing distruption-while buying for and selling from non-commerical stockpiles.

2. Commodities not covered by ICAs .

50. Intergovernmental work is at a’standstill for most of the 11 IPC commodities
not covered by ICAs ~-of which six are agricultural commodities (bananas, cottom,
har fibres, vegetable oils, tea and meat) and five are mlﬁersls and metals
(bauxite, copper, iron ore, ﬁenganese and phosphetes)‘ Forthermore, tin is

also an addition to the above l1st since its Council has collapsed as a result of

financing and over supply problems.

51, : For some agricultural commodities discussions are in deadlock, in the case
of others only limited progress have been achieved. This.limited progress so .
far achieved relates essentially to the identification and elaboration ‘of sope:
‘devélopmental programmes and-projects. However, even these programmes_and pro-.
jects: could not be implemented for lack of financial resources. )
I : : - L .
52, In conformity with resolution 22 (XI) adopted by the Comm1ttee on Commod1t1ez
the Secretary-General of UNCTAD undertook some consultations with a v1ew to
convening ad~hoc review meetings before UNCTAD VII. However, no s1gn1f1cant o
results have merged and the secretariat continues to pursue informal consultatlons.

* -

3. The Common Fund for Commodities

reoe PP B

53.  The successful conclusxon of the Agreement for the’ establlshment of ‘the
. Common Fund for Commod1t1es on 27 June 1980 was undoubtedly one of the most
pos1t1ve steps taken to 1mplement the IPC. P L
S
54. However, while the minimum number of 90 countries required to bring the Fund
into operation has already been surpassed, the capital requirement has not yet

been achieved. This is particularly because of the fact that some msjor
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contr1but1ng countries have e1ther not signed the agreement and/or they have
not ratified it. In this connection, it is regrettable that the USA has announced
its decision not to ratify the agreement.

II1. B. Processing, Marketing and Distribution

S5. In response to Conference resolution 124(V) the UNCTAD secretar1at prepared
four studies containing ideas and elements of a cross-commod1ty framework nature.
Two of them outline general approaches to frameworks of international co-operatzon
in the area of PMD, while the two recent studies elaborated the specific elements

,of the frameworks for international co-operation both in the field of processing

- and in the area of marketing and d1str1but10n. In addition, studies on particular

aspects of the marketing of commod1t1es were ‘made available to the meetings, one

on contractual marketing and the other on the operation of commodity exchanges.

56..' The fourth session of the Permanent Sub-Committee of the Committee on
Commod1t1es and the second Spec1a1 session of the Committee on Commod1t1es held in
February 1985 were convened by the Secretary-General of UNCTAD pursuant to
Conference resolution 156(VI), unan1mously adopted at UNCTAD VI in July 1983.
Conscious of the urgent need to facxlltate the d1ver31f1cat1on of the1r exports
and to increase the part1c1pat1on of deve10p1ng countries 1n the process1ng '
marketing and drstr1but1on including transportatlon (rMD) of their export commodi-
ties, all States members of UNCTAD recogn1zed in that resolut1on that it was
necessary to accelerate the rhythm of negotiations on the issue. '

57. ...The Permanent Sub-Committee, at its various sessions, discussed the nature

and'intensity of problems and remedial approaches, drawing lessons from studies

on the,PMD of indiyrdual commodities.

58.‘ “Proéress of-work on the elaboration of framenorka of'international co;opera-
tion on processing and marketing was initially delayed by d1vergences of view
between the Group of 77 and Group B about procedure. Group B s view was that

the whole series of studies on the 18 commodities included in the provisional list
of the Integrated Programme for Commod1t1es would have to be completed before an
evaluat1on of the cross-commod1ty problems was p0551b1e and the con51derat10n

of cross-commodity solutions could commence. The Group of 77 held’ the view that

the cross-commodity nature of many of the problems adversely affecting developing
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countries"’ 1ncreased part1c1pat10n in: process1ng “and marketlng was already wéll
" known. It therefore urged that the secretariat ‘proceed* eXpedltlously with™ the.
preparation of draft frameworks of international co-operation buit- nevertheless
agreed that work on a commod1ty-by-commod1ty basis should also continue.
59. The Committee at its second special session, discussed extensively the
questlon of an elaborat1on 6f the elements of ‘the frameworks for process1ng, _
marketlng and d1str1but1on 1nc1ud1ng transportat1on. No breakthrough was ach1eved,
however, as regards an agreed approach to tackle the issue. The' second spec1al
se551on ended w1th the Group of 77’ and Group B 1nd1v1dually subm1tt1ng proposals.
‘At the e1eventh session of 'the Commlttee on Commodltles a se531onal comm1ttee was
o establ1shed to pursue the elaboration of theelements of frameworks. In’ the wake
of further d1ff1cult1es in ach1ev1ng breakthrough: a work1ng pary was establ1shed

to make further attemtps to elaborate the elements of the frameworks.

60.(a In accordance with Agreed Conc1u51on 24(XI) the Work1ng Party on Processlng

_{ Harket1ng ‘and D1str1but10n, 1nclud1ng Transportat1on, met from 29 September to
3 October 1986 to continue examlnatlon of the area of techn1ca1 a851stance and
human resources development began dur1ng the eleventh sess1on of the Commlttee
on Commod1t1és.’ The Worklng Party had before it a Report b& the’ UNCTAD .
secretar1at éonta1n1ng an “examination of general and spec1f1c pr1nc1ples at the

; 1nternatlonal'level ex1st1ng for the area under d1scuss1on, and of the pr1nc1pal

avenues through "which ‘téchnical ass1stance ‘and human resources development are
stimulated at the nat1ona1 reg1ona1 and 1nternat1onal 1eve13.v It also had’ a’
document conta1n1ng repl1es from 1nternat1onal organizations concern1ng the1r

f:«act1v1t1es in ‘the area under d1scuss1on.The Group1ﬁf77 subm1ttea a paper con-f
ta1n1ng proposed draft pr1nc1ples on technlcal a551stance and human resources
development on 29 September, 1986, However, ‘the Group’B countr1es demonstrated
once agaln that they were not prepared to enter into serious negot1at1ons and
submltted a number of the1r own proposals requestlng numerous studles ‘to betmade

s

by ‘the .UNCTAD secretar1at and ‘an amount of ‘information to be submitted by 3

» . L. R A P
develop1ng countrles. ‘ h

o

61. . . The UNCTAD secretar1at by way of 1nformat10n made’ 1t clear that the studies
requested could not be realized in any reasonable way in a 11m1ted t1me to’ enable

- work to cont1nue before the VIIth se551on of the Conference. At the conclus1on
. 0t R & B ‘.
P IR



E/ECA/TRADE/70
Page 23

of the Working Party's seheduled meeting Group B submitted a formal proposal to
be annexed to the report of the Working Party.

62. The Working Party neithér reached any reasonable conclusion nor made any

progress in reaching any understanding as to how to pursue the matter.

63. It is, therefore; necessary to agree on a basis on which to continue the

e1aborat1dn of the lements of the framework on PMD including transportation.

1I. C. Compensatory Finance

64. . Pursuant to the request of the United Nat1ons Conference on Trade and
Development in resolutlon 157(VI), an Expert Group on Compensatory Financing of
export earn1ngs shortfalls met in 1984 In its report, the Expert Group found
that export earnings instability, when hlgh and sustained over a long period,

has adverse effects on the commodity producing sectors, the developing countries
and the wotld economy as a whofe‘and_that in order to deal with commodity in-
stability, policy measures shoul&'aodress the causes of commodity-specific supply
1nstab111ty and not Just the effects. 1In consequence, the Group considered that
a new compensatory f1nanc1ng fac111ty was needed in order to help developing
countries overcome commodity related export earnings shortfalls caused by all

factors, including external ones.

65. An in;ergovernmentai Group nas created by the Trade and Deveiopment Board
to discuss the roles and modalities of any additional complementary facility.
The Intergovernmental Group met in July 1986 but d1d not complete .its work. On
that occasion, the Group of 77 while recognlzlng supply as a factor affecting
commodity export earnings shortfalls, stated that demand, protectionism, and
prices play a very 1mportant role among causes of this problem and should be

addressed by a new compensatory fac111ty.

II. D. Areas of the IPC in which no action has been taken

1. Access to Developed Countries Markets

66. Trade restrictive measures adopted by the developed countries have been
major impediments for commodities in their natural or in processed and/or semi-

processed forms. These restrictive measures include:
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(a) Government support. policies:for producers in the developed

countries,

(b) Tariff, non-tariff barriers and internal taxes.
67. Agricultural support policies.of tﬁe‘dedeioped”coontries provide incentives
which have resulted in excess production of agrlcultural commodltles. The .
financial cost of these support p011c1e° amount to almost two—thlrds of. develop1ng
countries' ‘earnings from exports-of agrlcultural commodltles. These policies

adversely affected agricultural producers of developing countries.

68. Tariff and non-tariff barriers - which include countervailing duties, import
licensing,  seasonal bans, voluntérfléXport reotrictions; explicit quotas, variable
levies,:sanitary ‘regulations and size, quality, labelling and packaging regula-
tions,: and origin rules - are major impedimente_to depeloping countries trade. .

69. .: The GATT Ministerial Conference in ‘1982 adopted a Declaratlon by which the
developed countries were comnited to a standst111 and roll-back of their protec-
tionist policies. - However, a review of the 51tuat10n_81nce the edoptlon of that
declaration proves that trade liberalization for commodity eiports of developing

countries has not taken place.

70. The Committee on Agriculture of the GATT had made a recommendation for anL
elaboration of conditions under which substantlally, a11 measures affecting trade -
in ‘agriculture would be brought under operatlonally more effect1ve GATT rules with
particular reference to improving access to markets and to br1ng1ng export
competition under greater dlsc1p11ne including bringing export sub51d1es and other

forms of assistance within the purview of effective GATT rules.

71. The “Punta del Este" Ministerial Declaratlon 1nc1udes negotlatlons on
agricultural, natural resource based and trop1ca1 products. thile their
inclusion among the major issues of the negotiation is a welcome development,
there is, however, need for.a greater degree of political will on “the’ part of
the developed countries to achieve the desired goals. The developing countries,

therefore, should press the iseue at every available opportunity...
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72. = Parallel to this is the question of access to developed countries markets
for developing countries' resource-based processed and semi-processed products.
The long-term solution to the problems of the commodity sector lies, inter-alia,
in the industrial processing of commodities. Industrial processing will defi-
nitely depend for the short- and medium~term, at least, on the markets of
developed countries. 'Thus, access to these markets is a decisive factor. In
this context, tariff escalations as well as non-tariff barriers -constitute major

obstacles to industrialization-efforts of developing countriesw:. :

73. The genera11zed system of preferences established with a view to ‘granting
favourable access to developing countries products on non-d1scr1m1natory and

non-reciprocal basis has fallen far short of expections.

74, Expanded product coverage and tariff cuts, affecting partlcularly those
products of export interest to the developing countries not adequately covered

in the agricultural and industrial sectors and products of interest to the LDCs,
have not been realized in order to gain optimum benef1ts from the opportun1t1es
offered by the scheme. lMoreover, in spite of some appreclable 1mprovements made by
some .developed countries in their schemes, many others have eroded thé limited’
treatment they have extended to developlng countrles, 1nc1ud1ng the withdrawal

of preferences to some developing ccuntrres on various pretexts. ‘Consequently,

the proportion of dutiable imports receiving preferential treatment has stagnated

at around an average of 25 per cent.

75. Market access for commodities and commodity-based manufactured and semi-
manufactured exports of developlng countries, is therefore, one of the most
1mportant areas of the Integrated Programme for Commod1t1es in which approprlate
action must be taken. o ' "

2. Diversification of Exports

76. The Integrated Programme for Commodities has, as its main objective, the
diversification of production in developing countries, including food production,
and the expansion of processing of primary products in developing countries with

a view to promoting their industrialization and increasing their export earnings.
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77" - 'In view of the fact that concrete action has not been taken so far, new

initiatives are justified by, at least, the following points:

'(a) - Developing countries have become net importers of food, particularly
grains. Unless these countries are, at least, able to achieve self-
sufficiency inh food production the combined impact of food, energy ;

Y. T imports and debt servicing will take the greater part, if not all,

of their earnings from a limited number of export commodities.

(b) The excessive dependenca of many developing countrles, partlcularly
.the least developed among them, on one or two commodities 'has made them
vulnerable not only to the vagaries of the comnodlty markets but also
to various kinds of natural and man-made d1sasters. The ‘more d1ver81f1ed
. the. export-base, the less are the chances of damage to the ternms of
- trade of developing countries, 1n partlcular the LDCs.
. o o . - S . ‘
78, Such new initiatives should be relevant particularly considering the
emphasis given by the Unlted Hations programme of Action for African Economic Recover

and Development 1986-1930, on 1ay1n~ the foundatlon on durable structural changes,

improved levels of productivity and ensur1ng rapld recovery. Among the improve-
ments env1saged in the external env1ronment is, inter a11a, 1nﬁrea51ng the
capac1ty of Afr1can countrles to process, markets " distribute and transport thelr

exports. This applies also to all non—Afrlcan least developed countries,

3. Synthetics and Substitutes

79.  The impact of substltutlon of uatural products by synthetlcé and other
substitutes has 1ncreas1ng1y been felt during the last two decades. Dw1nd11ng
demand patterns in the developed market economy countries have been experienced
. for all those agricultural and mineral products for which substitutes have been
introduced. These commodities include suger; cocoa, aEaco;-siéél; jute, wood,

cotton, and minerals such as tin, copper and iron ore.

s, °

L.

80. -New, technologies have produced savings on raw'ﬁéteriﬁl uée. "The ‘amount
.«of raw materials used per. un1t of output has dropped for soriie commod1t1es.

Recycling of products has tended to reduce the demand for new prlmary products
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as feed-stocks. These developments often took place behind protective shields .

and support programmes in developed countrles. o

81. . Consequently, commodlty exports of deveveloplng countries have been

1mpa1red whlle technology ‘has not been directed towards the development of new’
end-uses. '

b Disposal of Non-Commerical Inventories

‘ 82.‘ _ The Fxnal Act of the first session of UNCTAD stated that the sale of
surplus inventories and’ stockplles accumulated in developed countries should be’
effected in accordance with 1nternat10nally deternlned criteria which 'would ensure
that. such sales do not distort international trade. It was subsequently agreed by

thewCommlttee on Commodltles (Declslon 6(V))that disposals of strategic reserves and
e et

other non—commerclal 1nventor1es of primary commodities should be conducted 1n
such a way as to avoid or m1n1m1ze the possible adverse effects upon the trade and
developnent of producing countries as well as on commodity markets. To this end
dlsposals were to be made 1n consultatlon with governments of producing countries
and taklng into account, among other factors, demand and supply conditions. At
its sixth se851on UNCTAD con51dered the issue once agaln and in this sense adopted

resolutlon lSS(VI), paragraph 14,

83. Experience has shown that even small disposals of reserves have negative
1nfluences on prlces. In the light of such experiences and in view of the fact

that most, if not all\ developed countrles dlspose of theifr stockpiles without due
f_consultatlons w1th prodhcers and in ‘the’ 119ht of ‘large quantities of’'stockpiles

held by the developed countrles, both for strategic and non-strateg1c ‘Teasons, "the
threat posed by such holdings is real. Furthermore, there is the danger of simulta-

neous release of stocks.

A

I1I. Conclusions and Recommendations

84%"" ~There IS a consensus' view that a complex interplay of different factors
has contributed to the present alarming trend in the commodity markets. Although

it has been accepted that prices have .been determined to a significant extent by
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demand ‘and supply conditions on individual commod1ty markets, macro-economlc
policies of the developed countries are mainly respons1ble for the negatlve )
developments that have been described in the foregoing chapters, and wh1ch 1nclude

inter alia protectionism, s ubs1d1es and support price schemes, . 1nf1at1on first

o PRy .,

and then deflation, .high regl 1nterest rates and volatile exchange rates. Also
contributing to the down turn in prices were shifts in prlvate and 1ndustr1a1 ' !
consumption patterns. There are no encouraging signs that these pollcles w111 be
changed in order to achieve a fundamental 1mprovmenet in commod1ty pr1ces in the
foreseable future. Although many of the factors ‘mentioned are structural they

are, with the exception of, the changes 1n consumpt1on patterns, emlnently
reversible. The current trend towards less commodlty 1ntenslve use 1n 1ndustry and
technological changes towards substitute products should be addressed squarely.

85. . -In addition, the linkage between the 51tuat1on in the area of commod1t1es

and debt. crisis shows that only with a favourable 1nternat1onal trade env1ronment
‘in the area of commodities, w1ll developxng countr1es be able to promote development

and to face their .financial obligations.

e
! sty

86. This present d1ff1cult .situation of low commod1ty pr1ces and the w1de

- range. of commodity related problems faced by developing countr1es fu11y conf1rm
the continued validity of the objectives and 1nternatlonal measures agreed '
to in resolution 93(IV) on the Integrated Programme for Commod1t1es and makes
even more urgent its implementation.

T f.. N B T . B . y
87. -larket. regulatory measures have not been effect1ve enough to curb’ these

negative price developments due malnly to the lack of resources to f1nance ’
b

" buffer..stocks,; excess supply, of commod1t1es from non—member producers and absence

.of quota mechanisms in certain ICAs.

88. Progress in respect of a multilateral framework hasvbeen rather'at
standstill. Nontheless, there is a common feeling that the problems confronting
commod1ty-dependent economies are serious and that they must be urgently addressed.
Since there is no simple answer ‘to these complex problems of a structural and .
'cycllcal nature, a ‘combination.of measures need to be taken. These may include

10 t vy

the followings ‘"< - © el S ' . AT . |
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III. A. On International Commodity Agreements/Arrangements:

89.- (i) The importance of comiodity agreements/arrangements for stabilizing
and' strengthening commodity markets as well as for de&elopment
objectives 16 ‘indisputable especially in light ofﬂexpérience which
shows that volatility in prices of non-ICA commodities has been
much more than in ICA commodities. It is even more true that the
.objectives of ICAs are achievable if these agreements are supported

: by €he necessary ‘financial and political backing of the member States
as well as with the full co-operation)and respecé of the operational
arrangements of the ICAs by non-member consuming and producing

countries.

90. (ii) Efforts.to improve the operations of ICAs should continue unhindered,
- taking into dccount the conclusions reached at the 11lth Session of the
Committee on Commodities (Decision 23-XI). The nine-point conclusions,
read 'in the light:of the provisions of Conference resolution 93(IV),

could serve as a valid guideline for international commodity negotiations.

III. B. On Commodities not Covered by ICAs and Arrangements:

91. (i) The UNCTAD secretariat should be requested to continue to undertake
consultations, based on a schedule, with the principal as well as other
interested producing and consuming countries of commodities not .covered
by ICAs and which are included in the‘indicatibéllist'of the IPC with
a view to starting a new round of intergovernmenéal Eonsulﬁations
for\finding appropriate riodes of dialogue and institutional arrange-

- ments according to the particular characteristic of“éachnéommodity.
In any case, the interests of developing countries should be duly

taken into account.

92. (ii) To urge all countries to participate, as producers or consumers, in
the negotiations with the genuine desire to promote stability and

balanced benefit sharing.



E/ECA/TRADE/70
Page 30 -

93.

9.

(iii)

(iv)

P

iTI.

95.

96.

.

R ¢Y)

(ii)

In situatrons where ICAs do hot‘yet‘exist,‘co-operation between
producers and cohsumers‘which‘have.the'effect of providing greater
transparency, research and market promotion including new end-uses

;s well as remedial measures for special problems in the commodity
field should be encouraged within the broader framework of specific
"price stabilization efforts. -

We request that effect1ve supply management should-be undertaken by
producers to brlng supply and demand into a better balance and
1nprove the prices of commod1t1es exported by developing countries.
Where requ1red th1s should include considerations such as longer
term adJustment and rationalization of production.. The international
community should provide support through technical and financial
assistance for the design and imp}ementation of supply management
pol1c1es. In ﬁarticular, we appeal to industrialized countries to
enter 1nto commltments spec1f1ca11y for the facilitating of redeploy-
ment of product1ve capacities such as (a) specific targets. -for the
compos1t1on of commodity 1mports in terns of minimun shares of
processed ‘form; and (b) 1nternat10na1 arrangenents for reducing on a
collective basis the cost of acqu131t1on by develop1ng countries of

technology for local agrlcultural processing.

‘On the Common Fund for Cormodities:

" Developed countries, particularly major contributors, must be strongly

urged to sion and ratify the Agreement. Developing countries which
have not yet done so should be requested to sign and ratify the
Apreement Estab115h1ng the Common Fund for Commod1t1es as soon as

poss1b1e.

A meeting of ratifying countries should be called in 1988 to review

the status of the Agreement. ' . : , e
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III. D. -On Processing,.larketing and -Distribution including Transportation

97. (i) As can be noted from the activities undertaken in the area of PMD
including transportation, it has become evident that there is no

agreed perception as to how the elaboration of the framework for
international co-operation in the field could be advanced...Howeverj:
since regional:groups have presented their proposals on the elaboration
of the .principles, negotiations should continue on the basis of

ways to be identified by UNCTAD secretariat.

95. (ii) Increaeed“tecnnical and finaneial support for training,bresearch and
development activities in processing,marketing and,distribution Lo
1nc1ud1ng transportatlon _systens of developing countries. Establish-
_ment. and strengthening of commodlty exchanges in developing countries
should also be encouraged.

99,  (iii) With regard to .general marketing, distribution and transportation,

' contexts the relevant points adopted under the Buenos Aires Platform

may be emphasxzed once again.

100. (iv) Improvement in market transparency through the adoption of practical
and adainistrative modalities for collection and dissemination, of .
information on a_non—diéeri@inatory basis, including in. particular

access by developing countries. to transborder data flows.

101. ‘\géj Arrangements should be made for the development of model or guideline
a contract clauses for. the sale and purchase of commod1t1es of
export interest to developlng countries, 1nc1ud1ng a systen for
evaluation of the use of commodity contracts in international trade.
10%;" (vi);;Agreement on adequate provisions to ensure the partlcipation of
) interested exporting.developing countries in the management of
. terminal markets deallng with. the1r export. commod1t1es, with a view
in part1cular to control speculat1ve act1v1t1es on these markets and
to ensure tnat,the.regulat1ons governing these marketp_are not
nnilaterallf nodified against the fundamental intersts of developing

exporting countries.
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103, . (vii)

Greater participation by developing countries in the maritime

transportation of their raw, semi-processed and processed commodities,

including in particular availability of adequate finance in this
regard, -

: Ul oo .
. To. urge that all the above commitements should be negotiated and

implemented wherever appropriate simul aneously within the framework

. of individual commodity negotiations and within global negotiations.

LT

III. E. On Compensatory Financing of Export Earnings Shortfalls

105. (i)

.

The magnitude of the shortfalls ‘in export earnings of most developing

countries has assumed crisis proportions during the.first half of the

1980s and particularly since the sixth session of the Conference.

The need for an additional compensatory facility for export earnings

" shortfalls 'is much more justified today than ever before, not only '~

108. * (iv) -

“"due to the'disfréssing'present condition of commodity markets but

even more so due to the bleak prospects of the market for the near

future and for the medium~term.

Renewed interest ‘in the subject -by the Development Cormittee of

the IBRD/IMF and-the récent establishment by the EEC.for non-ACP-least

dévéloped countries of a compensatory facility for ‘export earnings
shortfalls in the fashion of the Stabex system is a recognition of
the serious consequences of earnings shortfalls to the:comhodity- . -:

)

dépendent'economies*of developing countries.
Thé 'negotiations that have-been going on since the'sixth session of
the Conference, on the basis of an expert study undertaken under the

auspices of UNCTAD, have not produced any encouraging results as yet.

" However, the negotiations are continuing.with enormous difficulties.

Since the Group of 77 attaches great importance to this subject, the
negotiations should be pursued with renewed. determination. Thus the-
Group of 77 may urge -the developed countries to. engage in serious
negotiations and to demonstrate their 'political will- 'towards the

realization of the proposed complementary facility. -, ==



E/ECA/TRADE/70
Page 33

109. (v) teanwhile, exisﬁing compensatory facilities should be improved by
ensuring prompt disbursement of compensatory finances and simplifying
procedures and nodalities of approvals as well as facilitating
access to the I!F-CFF and reducing its conditionality and other .
limitations. Special arrangements should be made for the LDG within
the IIF~CFF, including full‘ coverage of their shortfalls with more
concessional terms and conditions for repayment of interest and

principals,
"10. (vi) Developed countries should be called upon to take urgent neasures
collectively and/or individually to provide compensatory finance to

developing countries earnings shortfalls from comiodity exports.

III. F. Areas of the IPC in which actions have not been taken

111. Sorte important areas of the IPC of particular interest to the deéeveloping
countries have been obscured in the past dué to the focal interest ‘accorded tq'

the other components of the Prograrme and particularly’to the harket“stabiIiziﬁg
celements of the IPC. These include such crucially important secots as access to
developed countries' makrets, diversification of exports, the impacts of synthetics
and substitutes as well as disposal of non~comhercia1 inVentbries'bn commodity

markets.

“ 1. Access to developed countries' markets:

112. Developed countries should be called on to implement the GATT Ministerial
Declaration of 1982 and the Punta del Este !linisterial Declaration of 1985 by
which they vere committed to a standst111 and roll-back of their protectlonlst
pol1c1es. The appllcat1on of the nrlnc1p1e of differential and more favourable
treatment in favour of developxng countries should be assured.

113. DeQélob;& ¢ountries must be called on to cease forthwith providing subsidies
and other forms of assistance to their domestic comnodity producers and to their
commodity exports and to eleiminate tariff escalation on commodities in their

processed and semi-processed forms.
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114, The Group of 77 notes the inclusion of agricultural, tropical and natural
resources - based products in the Uruguay Round and expects that this 1nc1u81on
will lead to the full liberalization of trade in these products of developlng

countrles .

115. The prindipies of generelizetidn, noﬁ—diserimination and non-reciprocity |
enshrired in Conference Resolution 21 (II)iestablishipg the Generalized System |
of Preferences (GSP) should be reeffirmedi The developed countries must be

urged to stop the introduction of restrictive and diseriminatory practices in

their preferential schenes.

116. The further liberalization, harmenization and the opererional simplification
of rules of or1g1n is also an 1mportant conponent of market access which should

be pursued by the Special Committee on Preferences. |

117. The technical -assistance project of UNCTAD gives useful opportunities to
examine the GSP schemes and the rules of oripin and should be encOuraged. Thus,
developed countries should be requeoted to generous]y make thelr voluntary

contr1but1ons to the trust fund estaollshed w1th1n UNCTAD for th1s purpose.

[ 1 .
.~ . R N . [ v :‘

UNCTAD and International Trade Centre UNCTAD/GATT should reinforce

their technical assistance to developing countries- to help them to

. enhance their participation in world trade and to assist them.in the

areas of marketing and distribution of their processed raw mater1ais
118. The UNCTAD secretariat may be requested to review all matters regarding
international food trade including inconsistencies with respect to policies
and measures in food trade, production and food aid and to exanine its impact
on food production and consumption .pursuant to resolution 105(V).

SN : . . " . . [

- 2., ‘Diversification of Exports:

119/ 4" Tt' has become evident from past ‘experiences that the medium-term and -
lorig~téfn solutions to the ‘cormodity problems might have to go beyond price and
earnings stabilization measures'’: While the latter measures are indispensable’
remedies, lasting solutions lie in enhancing structural adjustments and trade

Y S -

'11bera11zat10ns. vt : - o wr

T} ,.‘..,;,. - . P et - . . L . v

-



E/ECA/TRADE/70
Page 35

120. The need for horizontal and vertical diversification of the exports of
defelopiné countries, one of the main objectives of the IPC, has recently been
reaffirmed by industrialized countries and also emphasized by international

organizations.

121.  In light of this, and taking into account the present situation of low
commodity prices and high debt ratios, the Group of 77 should request developed .
countries and nmultilateral funding organizations to take immediate action to ensure
the provision of adequate financial resources on favourable and concessicra’ terms
for this purpose; More spec¢ifically in this context: (a) the capital base of
international financial institutions should be strengthened; (b) a special

facility for financing projects on expanding the primary commodity processing
capacity of developing countries, particularly in the natural resources sector,.
should be established; (c)an indispensable component of such medium- and long-term
finance should be technical assistance for feasibility stgd}eg and infrastructural
development; (d) financing opportunities should be increagéd.for the poorer and
rélatively snaller developing countries which are rich in natural resources but lack
the capacity: to mobilize private capital on their own initiative, especially the

least developed countries.

122, At the same time, developed countries are further requested to ensure

access to their markets for products of such financing.

123, The realization of this project will have multiple_effects on the economies

of the developing countries. Besides promoting a stable and self-sustaining
ecoﬂomic'base; its multiplier effect through employment creation and demand generation
for further investments, as well as its potential for import substitution, is

evident. This impact would undoubtedly go beyond national frontiers to bring

positive influences on international trade.

3. Synthetics and Substitutes:

124. The competition by synthetics and substitutes continues to be a serious
cause for concern. Developed countries should support the efforts of the

developing countries to improve the competitiveness of natural products.



E/ECA/TRADE/70
Page 36

In this regard, support to research and development activities of developing
countries and reductions and eliminations of tariff and non-tariff barriers
for commodft§4exports of developing countries affected by such developrents,
assistance to improve transportation and other infrastructural facilities,
transfer of technologies etc., should be granted. Measures for promoting
demand for ratural products of developing countries, new end-uses, exchange of
marPet 1nformat1on, structural adjustr:ient measures do also contribute to the

'1mprovement of ‘thé situation and should be supported by develope: countries.

125.  UNCTAD, 'in close co~operation with FAO and other relevant institutioms,
should undertake a study on damage minimization and competitive. improvement
measures which could be taken by developing countries to counter the negative

effects of synthetics and substitutes.

4. Disposals- of non-commercial stockpiles:

126. biébooaIs of non-commercial stockpiles must be governed by an arrangement
that would introduce discipline and avoid or minimwize the possible adverse effects
upon the commodity markets, ian compliance with anl furtherance of the principles

agreed to in decicicn 4(V) of the Committee on Commodities.

127, Such an arrangement may follow the practice in the qudvaqd.Agriculture
Organization of the United Nations. The functioning of the ConeultAtive

Sub Committee on Surplus Disposals (CSD) under the qupprv151on of the
Cormittee ‘on Commodity Problems (CCP) of the FAO had made poqs1b1e an evolutlon
of a set of pr*nclples as an effective international code of cqugct“qf disposal

of non-commercial ‘ir~cnioriee

128. The UNCTAD secretariat, in collaboration with the FAO and concerned '
international organizations should study similar arrangements for consultations
and regulations of disposals of non-comanercial .stockpiles and call for a

negotiating conference for this purpose.
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5. The co-ordinating role of UNCTAD in the commodity field

123, The negotiating and co-ordinating role of UNCTAD in the area of commod1t1ea
should be reaffirmed. UMNCTAD should strengthen its function of promotmng a o -

general and 1ntegrated approach in the commodity field, thus 1mprov1ng the s

e

consistency and effectiveness of commodity p011c1es in co—operatlon with other
'relevant 1nst1tut1ons. Such actions .should include review and exchange of inform~
atxon on various aspects of commodity policies and the mon1tor1ng of progress
. 1n ‘the area ‘of commodities. They should also. include: comparat1ve evaluat1on of
marketisysteﬂs and structures from the Standpo1nt of their benefits and costs
to developing countries as well as reports on the prospectlve global commodlty '

situation in. the long-term and on its 1mp11cat;ons for international action.
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JITEM 8 (C) OF THE PROVISIONAL AGENDA FOR UNCTAD VII

INTERNATIONAL TRADE IR
1. Recent trends in international trade

130. It is worth reca111ng that the current economic crisis in Africa has not .only
been triggered by -successive years of .drought, but also by the unfavourable inter-
national economic conditions which caused a deterioration in terms of trade, heavyN
external debt burdens and inadequate financial flows. Progressively, African
countries are: gettlng less and less .out of, the international relations. The world
adverse economic situation is particularly helghtened by developments ‘that tend- !
to 1mpalr the capacity of ‘many African countries to develop, let.alone their ability
to sustain the momentum of growth. The outlook for revitalizing development and
growth through interntional trade in commoditiec in a predictable and supportlve
environment seems' rather bleak so long as the current unfavourable economic environ-
ment persists. These developments havg had far-reaching devastat1ng effects not only
on investment and growth, but also in d1s*upt1ng the maintenance of productive
capac1ty and thé general social economic ‘infrastructure. .

131. The value of deve10p1ng countr1es exports has “further declined in recent years
and their share in world exports continues to fzll. TIn 1950, their share was

nearly 31 per cent; in 1980, it was over 28 per cent. In 1985, it was 22.9 per cent.
With regard to Africa its share of world export trade in 1980 was 4 per cent, and

3 per cent in 1985. The paradox in Africa's performance is shown by the fact that
whilst its exports earnings had been declining its volume of export continued to
increase.

132. There has been a sharp decline in the prices of cocmmodities such as food,
metals and oil. According to one estimate, in a single year (1985), that decline
enabled the industrialised countries to save $65 billion in their purchases of these
commodities. While this has assisted the developed coutries considerably in reducing
inflation and obtaining an environment favourable for growth, it has seriously
circumscribed the trade and payments situation of developing countries dependent

on exports of these commodities.

133. In the sector of agricultural production, developing countries enjoy a clear
comparative advantage, actual or potential. However, the major developed countries
continue heavily to subsidise agricultural products by artificially supporting high
prices internally, resulting in the accumulation of huge surpluses of agricultural
products. Through these policies, the industrialised countries have not only denied
or restricted access to their markets for agricultural exports from developing
countries but also displaced such exports in the markets of third countries.

134, The rate of growth of developing countries' exports of manufactures has declinec
substantially in recent years. For the period 1973-1980, the rate of growth was

as high as 23 per cent per annum. During the period 1981-1985, the average annual
rate declined to 10.5 per cent. The corresponding figures for Africa were 2 per
cent and -2.1 per cent respectively. These rates of growth, however, do not tell
the whole story. The developing countries' share in the world export of manufactures
has increased only marginally. The base in 1973 was exteremely low, being only 6.9
per cent. In 1983, it increased to 11.7 per cent and in 1985 it stood only at 12.5
per cent. With such low levels of growth in the export of manufactures it comes as
no surprise that developing countries have failed to increase their chare in the wor:
production of manufactures significantly. In 1975, their share was 10.2 per cent.
In March 1975 the Second General Conference of UNIDO adopted the Lima Declaration
which set the target that the developing ccuntries' share in the world production of
manufactures should reach 25 per cent by the year 2000. In the decade that fqllowed,
that share improved by barely 1 per cent. ’



E/ECA/TRADE/70
" Page 39

135. The situation of the least developed countries has been part1cu1ar1y
unsatisfactory. These countries were unable to expand export volumes in any
significant way over the decade of the 70s. The terms-of-trade losses have been
very severe for these countr1es. In some cases, they have even experienced
negative growth. o o '

136. Internat1ona1 trade is increasingly characterised by ollgopol stac .- .vuctures.. .. -
It is estimated that 30 to 40 per cent of world trade takes place between parents.
and subsidiaries of transnational corporations (TNCs). - In manufactures, the intra-
firm trade of the transnational corporations has been a dominant feature of post-
second World War trade expansion. In recent years, .concentration of market power
has continued to take - p1ace/1n major industrialised.countries. Conglomerate

mergers are taking place, giving birth- to g1ant.trad1ng-house ‘transnationals which
handle trade in commodities, manufactures and the accompanying transport, insurance,
export finance, banking and other related services. .In some cases the principal
trading agents are the transnational.corporations engaged in agricultural, mining-
and/or manufacturing activities;, 1nc1ud1ng those organised on a vertically inte-
grated basis. Such conglomerates enjoy unprecedented economies -of scale and scope
and are in a position to 1nternal1se uncertainties and consequent risks. They
present a formidable structural ‘challerige to ‘late comers on the scene of 1nterna-

™

tional trade. .

137. Theudeminant buying or'"se¢lling power of -the.transnational corporations enables
them .to ‘apply their own rulés'of the game and practices with the sole.objective"

of maximising their econbﬁlé'space and increasing their dominance. .Market -
11m1tat1on, pr1ce—f1x1ng arrangements and other ‘restrictive business practices -
instituted by such entities have constituted impenetralle barriers to the expansion
of trade of develop1ng'countr1es. ~The ‘rules of the international trading system as
they operate haVe 11tt1e to- offer by way of redress to this situation.

138. The extremely” adverse international economic environment. has further compoundedf-
the diffichltiés faced by developing countries on the trade front. Major .developed .
countries have conducted their macro-economic policies without paying adequate

regard to the serlously adverse international effect thereof, particularly for deve-
loping countr1es. Tlght monetary policies and huge budget- def1c1ts have led to
unusually high real interest. rate levels, with the consequence. of draining resources
from developlng to developed countries through increased interest payments and
downward pressures on commodity prices. Disparity of interest rates amongst major
developed countries has stirulated speculative capital movements and-the consequen-
tial continuous misalignment of exchange rates.- This has encouraged protectionist
pressures within the developed market economies and has also enhanced uncertainty. and
costs for exporters from developing countries.- While exports from developing
countries are .thus facing increasing impediments, the.imperatives of debt repay-
ment have constrained the expanslon of trade by forc1ng on them a policy of import
contraction. . . ’

¢
N T

139. Developlng countries continue nevertheless to absorb 36 per cent of the

exports of the United States and 19 and 44 per cent of those of EEC and Japan
respectively, thus supportzng more than 10 million jobs in these economies.
Developed market—economy countriés continue to enjoy an important surplus in- their
trade with developing countries in manufactures and non-fuel commodities. .In. trade..
in manufactures, they enjoyed a surplus of $100 billion in 1985. This has'assisted
developed countries considerably in containing and allev1at1ng their unemployment
problem.
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2. 'Deterioration of'trading:énvironmént . ° C ,‘¢

140. Recent years have. witnessed the accentuation of protectionist actions in the
major developed market econom1es._ Increas1ng protect1ons pressures have found..
expression 1n the 1ntroduct1on of new 1eg1slat1on, as well as V1gorous adm1n1stra-‘
tive measures.. : . : e TN
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141. The accentuat1on ‘of protect1on1st pressures in developed market -economies .
has been, prec1se1y in ‘those areas ‘of manufactures where developing countries have |,
a proven .comparative advantage. The sector of textiles and clothing, the sector.which
historically . . ‘provided the na1nspr1ng for ‘iriddstrialisation; has continued
to fact .a dlscr1m1natory, restrictive and wasteful ‘inteérnational trading regime -
for more than two decades. The Multi-Fibre Arrdngenent, which has now entered C
fourth. 1ncarnat1on, has cont1nue11y followed a path of retrogression. : Its coverage
has been extended’ from cotton to man-made fibres to-wool ‘and, .by.the latest .
Protocol .of .its extension, toé'all vegetable fibres. ‘Cver ‘time, the ‘Arrangement

and the bilateral dgreeménts concluded thereunder have ‘reésulted-in a plethora

of micro-mechanisms of administrative controls and ingenious vays of over-
protect1ng the uneconomic .and senile processes of production in the developed
countries. : ‘The pr1nc1p1es ofcocparatlve.adVantage, non-discrimination :and free-. .
flows of trade subject only to ‘tariffs have been conspicuous by their absence.when i
it comes to exports of text11e cloth1ng from developing to developed countries; .. %,
Ev1denee is not lacklng to_ show’ that the continied éxistence of such:arrangements, .. -
gives -rise to increasing pressures ‘for similar arrangéments in other areas, of" R
importance to dQVuloplng countr1es such as stcel, footwear, 1eather and consumer .
electronics. Unless these tendencies are arrcsted resolutely and in' time, the. . .
international trading system would becorme 2 web of market-shar1ng arrangenents
render1ng 1rre1evant the rules. of non—d1scr1m1nat1on and comparat1ve advantage.

Tevt

e v

142, The 1nternat1onal trading’ system is 1ncreas1ng1y character1sed by ¢an amb1ance
of - 1nd1sc1p11ne».: Bilateral or p1ur11atera1 s5olutions are increasingly being sought.' "
outside the. legal framework of 1nternat1ona1 tradé whenever: trade friction develops . 37
among: developed. market=cconomy countr1es. There has beén’ increasing resort to ﬁ'.;wj
4grey.aread measures like voluntary export restra1nts, orderly market arrangementsy...,
export|f1nanc1ng and ba51c _price systems by ‘the major trading partners.-. These . ‘-r.sﬁ
measures. have cont1nued to erode the multilateral’ trad1ng system. . Develop1n°;ﬁj. R
countries heav11y dependent on trade either for maintaining their rates of. growth :"
or for securing the mich- ndeded foreign exchange for development -have only. Hpbson,s
choice when.faced with the possibility of such solutions being used. Accordlng !
to a recent GATT report, tHere were at least 93 such tgrey—-aread arrangements in
existence in 1986. These arrangements covered a varicty of products such as steel
and steel products, machine tools; cars and other transport equipment;electronic
products 1nc1ud1ng sem1-conductors, agr1cu1tural products, footwear, etc.“

143. The Un1ted States Trade and Tariff Act of 1984 1ntroduced .a number of _
protectionist prov1s1ons of a far-reaching nature.. Some of the amendments 1ntended
to counter. the. threat of ‘qunfair® trade practlces have introduced criteria whlch
have adversely affected or even disrupted’ genuine ‘trade.flows from develop1ng R
coutnries. - Several investigations have béen conducted or initiated against deve-, ..
loping country exporters under different sections of the Trade and Tariff Act et
of 1984, 1In some instances, measures provided for under existing egislation were
applied for the first time or used more frequently. In September 1984, EEC adopted
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a new regulation intended- to provide protection against €illicit commercial
practices®. . This regulation is patterned on Section 301 of the United States
.Trade Act..-

: - 144+ The -Food Security Act was enacted in the United States in .1985. Under the.-
new «Bonus Incentive Commodity Export Programme® (BICEP), exporters of agricultural

=+ products received-bonuses enabling them to lower their prices.in international”

-~markets. - The enlargement. of the European Community to include'Spain .and Portugal
has resulted in- the. introduction of temporary quotas of oil seeds being imported
into Portugal, a Portuguese commitment to purchase 15.5- per cent of its grain
imports from the Comnunlty and’ the adJustment of Spanish 1mport 1ev1es to Cormunity
levels. . . : :
145. In the period 1980-1985, the United States and EEC spent sums of the order of
$60 billion on agricultural support programmes, and Japan spent over $51 billion
for -the same purpose during the‘period 1980-1983. The subsidy war has only esca-
lated in the recent past, imposing unacceptable losses on the efficient developlng
country exporters of” products -such as wheat, meat and sugar, .

146. Another disturbing feature of recent years has been the moves away from
multilateralism-on -the part of major trading nations. Bilateral, sectoral .and
regional initiatives have been taken by them which could further weaken the multi-~
lateral trading system, such as it is. In the context of the recent surge of
protectionism in some developed countries, the conceépts of bilateral balance of
trade .and regional trading arrangements seem to be acquiring a degree of respectabi-
llty., This- signals danger, recalling to mind the system of trad1ng blocks prevalent
in the colonial period of the 1920s and 1930s. . -

147. Equally disturbing is the gathering evidence of deviation form multilaterally h
agreed principles governing the trading system, including the erosion of the cardinal
principle of more:favourable and differential tréatment for developing countries.
This latter principle has acquired a legal basis in Part IV of the General
Agreement on Tariffs and Trade, as well as the Agreement Relating to the Framework
for the Conduct of International Trade reached in the Tokyo Round of multilateral
trade negotiations. Its observance in concrete. trading relations, however, ‘leaves
ruch to be desired. The Multi-Fibre Arrangement is indeed -its antithesis. «The
recent prolongation of this Arrangement is a glaring instance in point.

148, The principle of non-reciprocity which is-as valid today as it was years ago
when it was first recognised has' come -under increased questioning on the part of .
certain developed countries. .Demands are belng made for ‘reciprocal exchange of
concessions. Moreover, the rationale of treating developing countries as belonging
to one:category is also being questioned. The disparity between the developed and
developing.countries has only increased over ‘the last two decades. .The combination
of .adverse circumstances has resulted 'in stagnation in or reversal of rates of growth
in & number of developing countries and has-also caused a reverse flow of capital
from developing to developed countries. If anything, these developments would only
reinforce the rationale of :differential and more favourable treatment in favour of
developing countries. However, precisely at this juncture, some developed countries
have chosen to emphasize -the theme of graduation .in the context of .trade relations
and exchange of trade concessions. - S
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149. The generalised system of preferences (GSP) has recently suffered erosion in
its basic principles of -non-discrimination and non-reciprocity. The United ?
States Trade and Tariff Act of 1984 has introduced unilateral and arbitrary criteria
for the determination of GSP benefits to developing countries. The dlscretlonary ‘
criteria so introduced arc not trade-rclated and arc. quite alien; too, to the spirit
‘and purpose of the GSP. The factors to be considered in ‘determining the level of
GSP benefits 'include the extent to which the beneficiary country has taken -action to
reduce trade-dlstort1ng investment practices andpolicies and to reduce or eliminate
barriers- to trade in services and whether the such country.has granted interna- -
t1ona11y ‘'recognised -workers' rights. The conditioning of GSP benefits on the extent

.'to’which ‘reciprocal action is taken by the beneficiary volates the international:
understandlng on which the GSP was based. The fact that such benefits are be1ng

~sought in fields other than those related to trade in goods renders these cr1ter1a

even more unacceptable. <

150. The most~ser10us development in the trade policy area-in recent years has been
the tendency on the part of some developed countries to seek linkages between trade
in goods and other matters such as developing countries' policies in regard-to:.
foreign direct investment, protection of intellectual property, services and fair
labour standards. ‘Trade, which is-.a means of seclf-reliant development, is in-danger
of becoming an instrument in the‘hiands of certain developed countries for 1mposing
unacceptable llnkages on develop1ng countr1es dependent on trade. ' L
151¢.:1n th1s context, action in the area of trade pollcy taken by -Some developed
‘countries for non-econonic reasons also cannot be ignored. - The United Nations™
- Genieral Asgembly has condemned the unildateral-and collective :imposition of economic
and trade sanctions for political reasons against ‘developing countries and yet,
regrettably, these pressures cont1nue to be appl1ed
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152.: The subJect of protect10n1sm and structural adJustment has been at the centre
stige of discussions, review and negotiations in UNCTAD since the fifth session
“of"the Conference. The subject-was addressed in depth in. UNCTAD VI.in 1983. -
Resolution 156(VI) reaffirmed commitments on standstill and roll-back and called
upon the developed-countries to review their existing trade legislation, regulations
and procedures relating to anti-dumping and countervailing duties, in order to
assure themsclves that there are no unjustifiable impediments.to the .trade of other
countries, in particular to that of developing.countries, .and.to také remedial
action as ‘appropriate. It provided that.the Board should:follow closely.the ongoing
. work in the GATT on a comprehensive understanding.on.an improved.and more efficient
‘safeguards system to-be based on the principles of ' GATT and:assist developing:~=;~
countries to participate fully in -the process. °‘The resolution-visualised .that-the
Trade and Development Board,-in 'its annual review, should monitor: thé implementation
of commitments and, wheré necessary, should formulate appropriate.récommendations
concerning the.general problems of protectionism. ‘In regard .to structural adjustment
‘it provided for continuation of annual review of patterns of production and-trade

in the world economy. The review wds intended. to provide a forum for discussions

of the experiences of mémber countries with regard 'to structural adjustment. It

was also intended to review and monitor trade developments and, where appropriate,
make general policy recommendations. Specifically, it was decided that the annual
review should give consideration, inter alia, to:
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(a). Policies and ways and means to facilitate structural adjustment

(b) 1Identification of trends in all factors 1mportant to structural aJ . d
adjustment: . )

- (c) Strengthening the participation of developing countrles in agro—
industrial production and .trade; and : S L

,(d)‘ Special problems and needs of the least deve10ped countrles.

153. The recent trends in international trade and the deter10rat1on of the
trading cnvironment clearly bring out the widening histus between.the cormit-.

ments made and their 1mplementat10n. Commitments_have been - taken
repeatedly at the . politieal = ° level on standstill, and roll-back w1th1n ‘and

outside the forum of UNCTAD. The actual performance however, in the trade policy
ared has been far short of these commltments.‘ The Ministerial Declaration on the
Uruguay Round of multilateral trade negotiations embodies the latest such‘commltments
solemnly undertaken at the Ministerial level by the Contracting Parties of GATT.

It remains to be secen how far these commitments will be observed in the months and
years to come. Recent developments in the United States give rise to some cause
for concern, coming as they do soon after the adoptlon of the Uruguay Declaration.
The imposition of an import surcharge disguised in the form of a 'Customs User Fee'
and the introduction of a dis crlnlnatory tax on, the import of crude oil and petro-
leum products may only be straws in the wind.. .In the wake of burgeoning trade
deficits, the United States Administration is now reported to be engaged in forging
a b1—partlsan legislative initiative in the area of a comprehensive trade pollcy.
It remains to be secen how far the measures intended to cnhance American competiti-
veness and promote 'fair® trade would be distinguishable from a series of ecarlier
protectlonlst 1n1t1at1ves in the United States legislature.

154. In récent years, there has been 1ncrea51ng incidence of anti-dumping and
countervalllng duty investigations in major developed country markets against °
imports originating from developing countries. Although these actions are osten- ‘.
sibly initiated to counteract alleged unfair trade practices, more often than not .-
they lead to harassment and disruption of trade. While conference resolution

159(VI) called upon the developed countries to review their existing trade legisla-.
tion, regulations and procedures relating: to anti-dumping and countervalllng duties -
with a view to removing 1mped1ments to the trade of developing countries, the:latest
evidence goes to show that, in some cases, the legislation and procedures have been’
amended so ‘as to widen the scope of app11cat10n even beyond multilaterally agreed e
pr1nc1p1es and concepts.’ - .
155. While strict 1mp1ementat10n of standstill and roll-back commitments would go a-
long way.towards restoring the credibility of the international trading syste, the
proper functioning of the system can be ensured on a long-term basis only by b
forglng a conprehensive understanding on safeguards. The need for ‘such an understand-
ing based on the principles of GATT was recognised in resolution 159{VI). ‘Efforts to
reach such an understanding did not yield results in the Tokyo Round of MINs, or
even later in the course of 1mp1ementat10n of the GATT Ministerial Work Programme

of 1982, The exerise has now been again reactivated under ‘the auspices of the
Uruguay Round of Multilateral Trade Negotlatlons.. The importance of this exercise-
cannot be overemphasized, particularly from the vleWp01nt of the developing countries,
which constitute the weaker trading partners. It remains to be seen whether the W:'
major trading entities will muster enough political w111 to reach expeditiously a*
comprehensive understanding on safeguards on the basis on the MFN principle. - The.'
contrast between the repeated political pronouncements and failure to achleve

results in this arca is too glaring to be ignored.
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156. The annual review of protectionism and structural adjustment is expected to

give attention to the strengthening and participation of developing countries

in agro-industrial production and trade. The studies carried out by the UNCTAD :
secretariat have clearly brought out the need for reinforced international co-opera~ |
tion to strengthen agricultural and agro-industrial production in developing countries
and increase market access for their agro-industrial products. The studies also

show that the market shares of developing countries in most agro-industrial products
(raw and procesaed products comb1ned) imported by .developed market-economy countrles
have declined, particularly in. cotton; cotoa, sugar, rubber, meat, copra and jute:’

In partlcular, the African countries have experienced negative growth 1n production’
and stagnation in.exports in food and agr1cu1ture. Two areas of trade pollcy ;
measures have crucial 51gn1f1cance from the point of view of strengthening the
participation of developing countries in agro-industrial production and trade.. The
tariff escalation and the intensification of non-tariff measures at higher stages

of processing practised by the developed importing countries have hampered. the
development of higher - value-added export - oricented production. Secondly, the
resort to large-scale subsidisation of agricultural and agro-based production has
proved detrimental to the development of agricultural and agro-based industry in
developing countries. The objective of strengthening-the participation of deve-
loping countries in this area of production and trade cannot be realised unless’

these problenms are addressed squarely and appropriate trade policy measures
formulated. . o . .

157. The two reviews of protectionism and structural adjustment that have taken '
place so far in the UNCTAD machinery have proved useful and have highlighted the
continued problems being faced by developing countries in international trade. °
While these reviews were geared to the objectives stated in Conference resolutions
131(V) and 159(VI), their approach and content was necessarily conditioned by the
broad mandate elements elaborated in the relevant Board resolutions. Considering |
the need to reduce effectively and expedltlously the gap between commitments and
action, it is essential to explore ways and means of making the instrument of the .
annual review more .effective. It is also equally necessary to devise a coherent, '
comprehensive, and. universal framework for-afialysis..of the situation and trends and -
for concrete action ‘towards haltlng and rolling back protectionism and elmmatmgr
trade barriers. With this end in view, "the ‘Groéup.of 77 put forward a coherent
and concrete plan of action for adoption at the thirty-second session of the

Trade and Development Board in the form of a draft resolution (TD/B(XXXII)/SC. II/L 2
dated 13 March 1986) tabled in Sessional Committee II. This draft resolution c
contained, inter alia, supplementary guidelines and suggestions for dissemination’

of information contained in the UNCTAD Data Base on Trade Measures. amongst member -
States as qulckly as possible, suggestions for strengthening the mechanism for
formulation of recormmendations and their implementation and substantive actlon 1“.
the area of .standstill, rollback, etc. Regrettably, there was no response to a
these concrete. proposals from developed market-economy countries. s
158. The GSP which came into being ds a result of the dec151ons taken at the second
session of the Conference, cannot yet be said to have achieved the obJectlves for. .
~which it was set up. The proporation of dutiable imports receiving preferential
treatment has been stagnating at about an average of 25 per cent. Some schemes . ,
have failed to observe fully the basic principles. of non-discrimination and non-
reéiprocity. There is a growing tendency to use the GSP as an 1nstrument of ‘.

P
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bilateral negotiations. The limited lzfe Span of GSP schemes and their non-permanent
nature introduces a significant elemént of uncertalnty for 1nvestor—expors in"
developzng countries.. Some preference-giving .countries are resorting to product-
spec1f1c and country- pecific graduation, ostens1bly for the sake of a better
distribution of gainsanong beneficiaries. . The. stud1es made by the UNCTAD
secrétdriat, however,. suggest that this presumpt101 is not correct; dénial of’ prefe-
rence -on ‘thesé grourids .to major beneficiaries hurts .those countries' export per-
formance while failing to-help the- exports of . smaller beneficiaries. Linkages

'7are1be1ng sought from the beneficiaries in contraventlon of the pr1nc1ple of non-

*redzproclty, and that too, in areas unrelated to trade in goods.

159. The United Nat1ons Conference to Rev1ew all Aspects of the Set of Multlla-
-terally AgrecdEquitablé Prznc1ples .and_Bules for the Control of Restrxctlve ’
Busiféss Practices was convened in -November 1985. At this.Conferefce;’ the Group

of 77 submitted a draft declaration for.adoption which contained spec1f1c proposals.
These proposals called for standstill and roll-back in regard to restrictive bu
“business practices affecting imports fron developlng countries and repeal of . -
"leglslat1ve and administrative measures which permit or encourage "the use of” such
" practices. They also called for greater transparency in. regard to. restr1ct1ve
business ‘practices and the strengthening of notification. procedures.’ Further, they
‘also called for the establishment of a Special Committee on Restrictive Bu91ness
’Practlces within the framework of UNCTAD to perform the function of monxtorrng the
“application of the Set of Multilaterally Agreed Principles and Rulés.: The proposals
‘-also called for continuation of -the work at the international level towards eBta-
blishing a legally b1nd1ng ‘framework for control and elimination of restr1ct1Ve
bus1ness practlces 1n 1nternatlona1 trade. - This Conference ended in fa1lure.

160. Resolutlon 159(VI) 1ncorporates a far—reach1ng dec191on on the review and
in-depth study of developments:in-the international trad1ng system._ The resolution
provided that the Traﬂe and meve10pment Board make recormendations on principles

- and pol1c1es related to international trade and further that the Board make .
"proposals on the stréngthening and improvement of the system with the a1m of '

- giving it’ a'more universal, dynamic and development-orlented character. No-

substantlal progress has been achieved in the 1mplementat1on of th1s dec1a1on.
e _: A ) ’;..,fl~q:“,,

e .. , . <
A ariel

- 114 Threat to the mandate of UNCTAD in .the trade area and the
Yo e e strateg;c obJect1ve of UNCTAD VII

-

“161. The precedlng review of the recent trends in 1nternatlona1 trade, the deterlo-
" ration in the trading environment and.a wirtual stalemat in the permanent .
machinery of UNCTAD raises sone fundamental questlons. These are’ symptoms of a
deeper malady. The €initial conditions® of the international economic systeém

as embodied in the Bretton Woods institutions have changed over the last decade -.. .
and a half. 'This has produced a state-of.disequilibrium in 1nternat1ona1 economic

- " relations: This ‘disequilibrium appears to have shaken the. 1nternat1onal con-

sensus on trade and development. A reaction has set.in whlch seems to take ‘an
‘almost mechanically ‘contrary view, calling in .question. the baslc approach which
brought UNCTAD into being.
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162, The question faced is whether the fundamental changes that have occured in
the world economy necessarily lead to the invalidation of the basic UNCTAD approach

.. To find an answer to this question, it is necegsary to look at the k1nd of changes
that have transformed the 1nternat1ona1 economlc scene.

163 Reference has ‘been made 'to some ‘Of ‘these’ changes, partlcularly in the area
of trade in the rev1ew of recent trends and the deterioration-‘in the- tradmg

"g eater 1nter;penetrat10n of national economies ' 'the emergence of multipolarity
in, 1nternat10nal €cononi¢ relations; and a new technolog1cal révolution ‘talling
_for re-examlnatlon ‘of the theoret1ca1 foundatlons of the interniatidnal economic
system. The very nature of thesc ‘changes suggests a greater neéd fot multllateraT
lism and international co-operatlon. "Also, the very complexlty of the .gituation |
points to the inappropriateness, if not irrelevance, of economic models based on |
harmonious, steady growth- paths as possible outcores of market processes. If we
..seek a balanced, conf11ct-free and relatively even dEVeIOpment process, then; in
"all probability, we would need to consclously plan ' for it The basic. approach
which brought UNCTAD 1nto be1ng is nearer to thls perception.

164, General nssembly resolution 1995(XIX), wh1ch established the -United Mations
Conference on ,rade and DeveIOpment has spelled out the mandate of the organisa-
‘:t1on with clar1ty and vision. It is worth recalllng that a preambular paragraph
" of ‘the’ resolution noted the «wrdespread desire. among developing countries for.a
- comprehens1ve trade organ1sat10nb. The principal functions of the Conference, as
defined in the operative ‘paragraphs of the resolution are, inter alia, to promote
_.international trade, espectally with a view to acceleratlng econonic development;
to formulate prlnCIPIEo and policies on international trade and réldted problems
of economic.development, 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: to initiate action, where approprlate, in co-operation with
..the competent organs of the Un1ted Nations, for the negotlatlon and adoptlon ‘of
t mult1lateral legal 1nstruments in the f1eld of trade. : S .3“ "
U B By = . .
165. Through the 19609 and 19705, the’ mandate of’ UNCTAD evolved to give it a cohere
and an 1ncreas1ngly comprehensive character. " This’ perlod witnessed the development
of the negotiating role of the organ1sat1on in the area of trade, and particularly
in the field of commodities, restrictive business practices and trade-related
activities such as transfer of technology and Shipping. The recent experlence of
stalemate and inaction arises not so much out of any 1nadequacy or inappropriatenes.
of the mandate or the organlsatlonal structure or the negotisting mechanism.
Rather, it is on account of the prevalente in certain quarters of preconceived-
1deolog1es questioning the very basis of rultilateralism and the need for better
management "of the world econoumy through intensified intenrational co-operation
in the area of trade and developmént for brlnglng dbout more equltable and harmo-
nious in ernat10nal econom1c relatlons. o , S
!166 Atten ts are belng pade to shxft the focus-away from trade pollcy issues
and. trade negot1at1ons and instead to focus the debate in the organisation on the
:autonomous development policies pursued by developing countries.’ These ‘attempts
-to shift the focus have to be seen’in’the above context. These:attempts not only
air at ‘the derailment of the mandate of UNCTAD they also seek to: dlspense W1th the

m'.
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basic approach underlying the UNCTAD philosophy. The lack of progress in the
trade area in UNCTAD and the systematic attempts to transpose the dialogue on
trade and development to less un1versal and narrowly conceived forums merely to
go-to confirm. thls...,

167, UNCTAD Vil offers the much needed opportunity to reaffirm the validity of and .
the need for continuing with the basic approach informing UNCTAD. In this context,
the major role of UNCTAD.in -the years to come should be that of continuing to
provide a universal forum for brlnglng about the establishment of a truly interna-
tional trading system with the major aim of facilitating self-reliant development

of developlng countries. UNCTAD, with its mandate, character and history, is the
only forum in which to forge a tradlng system which is truly non-discriminatory,
universal and comprehensive. Moreover, its _unique cross~sectoral and interdisplinary
ﬂpproach is 1dea11y suited for developing such a trading system as part of" the harmo-
nious and Equltable reconstruction of international economic relations.

168 To this end, the opportunlty offered by UNCTAD .VII should be harnessed to '
forge a new 1nternat10na1 consensus on the objectives of development and employ~
ment. Such a consensus would provide a firm foundation for the renewal of
multilateral co-operation in trade and development.

169. It is obv1ous that this task’ cannot be treated as a subcategory or an , .
automatic outcome of the Uruguay Round of Multilateral Trade Negotiations.. Struc-
turally as well as substantlvely, -the MINs suffer from many shortcomings. The
successful conclusion of these negotiations is a necessary condition for the
evolution of a truly international trading system. However, such a system cannot
be expected to .emerge.as.a natural, much less inevitable, consequence of the
multllateral trade negotiations., . . . .

LR i

5: .Specific policy tmaeures suggested‘fof.adoption

170. The concrete way to realise the strategic objective of UNCTAD VII would be
to adopt a2 set of specific policy measures and decisions which would help translate
the approach outlined in the preceding section into a programme of action. Such

a programme of action .should put an.end to_the chapter of stalemate and inaction

in the organisation. It should carry on important tasks which have already been
part of the organisatlon s mandate and work. It should also launch new initiatives
in a longer perspective.. To this end, .the member countries of UNCTAD should
adopt the follow1ng spec1f1c policy measures and decisions:

(a) 'A Commitment to be taken in UNCTAD VII to start work on a blueprint
for a universal, non-discriminatory and comprehensive trading system,
The system should be development—orlented- spceial treatment in favour of
developing countries vis-d-vis developed trading partners should be an integral
part of the system and not conceived as an exception. It should take into account
the special problems of the least developed countries. It should aim at equitable
distribution of gains of trade to all. It should remove the distortions prevalent

in the present system. The system should be fully responsive to development objectives
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in the area of commodities. It sho-l1 provide buiit-in redress in respect of
restrletlve business practices, partlcularly those of transnational corporations.
this . '. work will have to be carried on in the perspective of its interrelation-

ship with other relevant areas such as international monetary and financial issues,
technology transfer and services. Such a system should be seen as part of a new
paradigm of harmonious and equitable international ecoonomic relationship. To
this end, it should be founded on the new international consensus to be generated
on the objectives of Development and Employment;

(b) A decision should be taken to undertake specific work to provide inputs
for the multilateral trade negotiations, particularly in the area of the roll-back
of protectionism and a comprehen51ve understanding on safeguards based on the MFN

principle;

(c¢) Reaffirmation of the commitments on standstill and roll-back, particularly
in the context of the recent departures, in letter or spirit, from the commitments
undertaken in the Uruguay Declaration;

(d) Commitment on the part of the developed countries to ‘set up a transparent
‘and independent mechanism at the national level to monitor the observance of the
standstill and roll-back commitments. This body should examine the need for
protectionist action sought by firms/sectors and the implications of such action
for the domestic economy as a whole. The periodic reports of such a body would
facilitate the task of the Sessional Committee of the Trade and Development Board
in monitoring the implementation of standstill and roll-back commitments;

(e) Commitment on the part of developed countries to set up a transparent
and independent mechanism at the national level (i) to draw up programmes for
facilitating structv—al adjustment in sectors of particular export interest to
developing countries; (ii) to monitor the implementation of such programmes; and
(iii) to report progress periodically to the Sessional Committee of the Trade and’

Development Board;

(f) Commitment to liberalize agriculture trade by eliminating restrictions
and distortions, particularly those regarding non-tariff and tariff barriers and
subsidized exports by industrialized countries. Greater liberalization in this
field should be achieved by bringing all measures affecting import access and export
competition under strengthened and more operationally effective GATT rules and
disciplines;

(8) Commitment to liberalise the trade regime in textiles and clothing by
removing discriminatory restraints on exports from developing countries and to
integrate the regime 1nto GATIT on the basis of strengthened GATT rules and

dlsc1p11ne3°

(h) Commitment to be taken on continuation and improvement of the GSP without
any impairment of the multilaterally agreed principles on which it is based as well
as on support for the technical assistance programme on the system;

(i) The special problems of the least developed countries should be kept in
view while undertaking the tasks mentioned above;
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(3) Commitment to be tcken 4o bring RBPs, particularly of TNCs,
squarely within the operation of the trading system through (1) an obligation
in regerd to transpzrency and consultation procedures; (ii) ‘establishment of
2 Special Committee on RBPs cithin the framework .of UNCTAD to perform the
function of monitoring and cpplication of the multilaterally ogreed Set of
Principles ond Rules; and (iii) continuing the work towards estubllshlng
legelly binding framework. N

(P) Repudlatlon of unworranted linkages such as those between the
observonce by developed market—cconomy countries of trode policies and norms
" already agreed upon multilaterally in regard to trade in goods and concessions
in“ateds such as investment, intellectuel property and services demanded by
bhem from developing countrl

&(1) On the_qpestion'of scrvices, the UNCTAD secretariot should be asked
to' continue its work in order to anclyse, from the point of vicw of developing
countries and in the context of development, the implications of the issues
being reised in the context of trade in services by developed countries, The
objective is not “liberalisction" of, or removing "the vorriers' to, trade in
this arez, Rather, it is ascertzining the need for an eleborating the
immplications of & multilatercl fromework for services, For developing -
countries, the issues of transfer of technology and the RBPs of TNCs, among
others, arc of pordmount importence in the oreo of services, The UNCTAD -
secretariat should be asked 4o onclyse the wider implications of any
1nternatlon 1 regime governing tfode in services, These implications should
include polltlcal, cultural and security aspects. '

171.The rcvolutionary chonges in telectommnications and tclematics provide &
nev and easy medium for traneactions in services around the globe. More often
than not, new technologies are mcking national borders irrelevont, The
problematique for trade in services hos to toke this into account. 4n -
imitative epproach based on the GATT problematique which is pertinent to trode
in goods and based on the traditional concept of national border ond movement
- of goods across such borders may not be relevant or adequate for the trade in
services, The UNCTAD Secretariat should be asked to evalve an' oppropriate

" problematique for trade in services,

" 172, Support should be provided by the internctioncl commwnity through, inter
alic the operational activities of the United Nations system 4o the reactivation
of the trade liberalization wnd other integrotion and co~operation processes of
developing countries 2t the subregional and regioncl levels, including co-
operation at the level of the stotc and non-state enterprisc scctor,
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. RELATING 7O THE UNDERSTANDING OF ITEM 8 (C).-
TNTERNATIONAL TRADE OF THE PROVISIONAL AGENDA FOR UKCTAD VII

ISSUE ARISING IN TRADE RELATIONS AMONG COUNTRIES
 HAVING DIFFERENT ECONOMIC AND SOCIAL SYSTEIS

'""Review and assessment of recent tronds

173: . The crisis in the world economy has continued unabated since the K
beginning of the 1980s, . There have been some signs of recovery in the
developed markct-economy countries but growth rates and investment have
remained sluggish, International trade and financial relations have ‘also
‘become. increcsingly stroined, thus adversely affecting a1l trade flows. - The
socialist countrics have also been offected owing to the interdepepdence of
all trade flows and economic influcinces, and their growth rates have shown 2
downword trend. For the developing countries, the situction is rather
alarming conscquent to the collcopse of commodity prices, the sharp decline in
0il pricez and the continued demend weckness of the developed countries.
Further, declining export ecrnings, recurring trade deficits and servicing of
‘external debts have further aggreovoted the situation for developing
countries, The trading cnvironment of developing countries continues to
deteriorate =nd future prospects scem to be"blgak and pncertain.

174..  UNCTLD, as o universcl orgmnlaatlon, has succeeded in.cleborating
multilateral guidelines and criteria with 2 viou to ass1st1ng the member
countries in developing trade and cconomic relations among countries having
dlfferent economic and socical systems, This is within the framework of the
mendate given to UNCTAD by Genercl Assembly resolution 19 295 (XIX).and .

: subsequenu resolutions and decisions adopted by UNCTAD, These resolutions
‘aimed &%, ond in fact contribuicd considerably to, the achicevement of gré;ter
harmony of policies and performcnoe relating to issues of trade and economlc
co-operatlon bettiecen different _groups of countries,

175. . The.increase in;world‘trade is one of the key indicators of cyclicel
recoveries, The trade exchanges in the 1980s have been lecs vigorous thon in
the 1970s. It is observed from UNCTAD's documents that during the 1970s there
- was a very dyncmic growth of trode betucen socielist countries.cond the
devcloped morket—economy -counirics, but during the 1980s there wos a dowmward
trend. This adverse development in East-Hest trade is nttributed to the
reduced flows of o0il and oil productis from the sociclist countries and to-the
. fell in the related prices in the lotter helf of 1985, . B
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176.. As rcgerds East~South trade, it is observed that betueen 1970 and 1985
trade turnover between the tuo groups of countries increzsed on average by
13;9 per cent annually, with cxporfé of developing couniries increasing by an
annual averzge of 14,8 per cent ond imports by 13.2 per cent. During the
period, the shere of developing countries in the total trzde turnover of the
sociclist countries increcsed from 15.2 per cont in 1970 to 19.3 per cent in

1985, wlth , peck sharce of 22.6 per cent in 1982, The sociclist countries, on
the other hend, hove o modest shore in the developing countries!' trade,

ranging between 6 and 8 per cent. The USSR continues to %e the leading
trading portner of the developing countries among the socialist countries of
Eastern Europe, accounting for cbout 64 per cent of both exports to and
imports from developing couniries. The share of the developing countries in
the overall +irode of the socialist countries scems to hove stabilized at
around 20 per ccnt. The deficit in the balance of trode of'developing
countries registered a decline in 1935, vhich is a welcomc trend. The volume
of trade turnover continues 4o be small ond not at o]l .commensurate with the
economic and trade potential of the two groups of countries, JAs regards the
composition of exporte and imports, there is still much room for improvement.
The share of processed and momufoctured goods in exports of developing
countries continues to be smoll ond there is @ need fbr 1ntcn91ve efforts to
enhance that shore. There is zlso substontial scope for dﬁveloplng nev forms
'6f economic ond technical co—oper:tlon vith a trade—crqgilng potential,

177. It ic noted that in the arex of trade and payments,, credite and economic
‘co~operation, UNCTAD resolutions have provided guldellnes ond recommendations
involving the cdoption of mecsures conducive to the exponsion and diversification
of trade and economic relations betieen the countries concerned, particulerly

the enhancement of the export sector of developlng countrle tnd the

acceleration of their economic development process, . Tt ;swrgcognized that

the implementation of resolutionc hes no doubt contributed ‘o :the.achievement

of & dynamic =nd sustained flou of trade, as well as the reazlization, in
developing counurles, of numerous projects in a number of priority areas.  : -
Eaz{~South trade and economlc reletlons hove thus been 2ccentuated and reinforced
~ through the 1np1ementatlon of reuolutlons and decisions of'UNCTAD regarding
:1nter-system trode, In v1ew of the interdependence of 21l trade flows, it

is considered thot the expansion of trade and economic reluulons between

East ond Uest would positively offect the expansion of international trade

ag o whole,‘including East~South trode.

178. It hes been observed thet, cince the last Conference in 1983, UNCTAD hes
cnlarged the scope of its zctivities and intensified its efforts in the area
of trade relations among countries having different economic and- social
systems. Considering the growing interdependence among countries, confidence-
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building ond economic security in international economic relotions

‘lave assumed importance in inter—system trade. The Group of 77 welcomes the
initictives undertaken by Sessional Committece II of the Trade and Development
Board and particulurly the ad hoc group of experts meeting held in 1984, as

per Board decision 276 (XXVII) to consider ways and meens'of expanding trade
and economic relations, including etudying the outstonding issues referred to
in Conference decision 145 (VI), beticen countries having different economic
and social systems,'in particulcor between developing countries and socialist
countries of Eastern Europe, especiclly new forms of  co—operation favourable
to the development ~nd exports of the developlng countries. The Group of T7
is also pleased to note that' the docuneants and studies prepcred in accordence
with Board decision 321 (XXXI) contain valuable information and cover many
iﬁportant aspects and issues related to inter—system trade, porticularly
East-South trade. The Group of 77 has aleo taoken note, with satisfaction, of
the findings and proposals of the ad hoc group of experts'convened in Geneva
in Joanuery 1987 in accordance with Trade and Development Bocrd decision

321 (XXX1).

179. As regords prospects for East-iest-South trade in the remaining 1980s,
the position remains uncertein in the context of the current intérnational
economic environment. There arc constraints and problems to be overcome to
restructure the composition- of ‘exports ond imports and reinforce the elements
of stebility and predictability in itrade exchanges in order to achieve
sustained exponsion end diversificotion of trade and economic relations among
different groups of countries, In respect of East-South trade, major problems
that remain to be solved arc the lou level of diversificotion of the
developlng countrics' exports to socialist countries and the fact that the
bulk of this trade 'still involves only o limited number of developlng
countries, Exporience, howcver, uucgcuts that there are, in prlnclple, good
prospects for further growth of trade and economic relations between the two
- groups of countries, R : .

180: The socialist countries of Eastern Europe, which are responsible fbr
‘“one~third of the total world industrial output, ere already playing = ’

significont role in the world cconomy. The recent.proceﬂs of modernizdtion of
the foreign trade system end mcnagement, structural adjusiments and réfofms,in
their economies, as wcll as various chongés in théeir economic and foreign
trade policies in accordance with the rcduifements of their national cconomies
and the evolution of the internotional environment — 2ll thesc trends offer
potential for expanding and diversifying their trade and economic relations !
with 21l groups of countries, These devclopments could bring forth e
innovations in their economic relations and eéncble them to ploy a more
effective role contributing to the better functioning of the world economy ‘end
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in particular the development processes of developing countries. There is,
however, cn urgent nced for c neu approach and concerted crfforts on the part
of &1l groups of countries to ndopt constructive policy measures ond
initiatives to climinate and overcome =211 impediments and -obstacles 'in order
to ensure thc smooth expansion of inter-system trade flows, RN

.18l.. fThe present internationsl economic order has long been domiriated by the
developed markei—economy countries. There is now, however, & growing
recogition of the weight and influence of the socislist economies and of the
economies of the developing cownirics. These two groups of countries
constitute imporiant scgments of the world economy, but ot the same time in an
increasingly interdcpendent wrorld they cannot escape. the influences of en
adverse, international economic environment., Through intensive trade and
economic co-operation, . hovever,  they cen make a constructive contribution to
corrccting the inequitable:operciion of international marlcets ond pave the woy
for an exponsion of global.irade flous by promoting Eact-Vest-South
co-operation. The economic development in developing countries should receive
top priority in the long-term sclf interest of developed countries, both East
ond Vest, The Group of 77 belicves that thic kind of tripartite co-operation
should counteract the stagflationory pressures being tronsmitied through the
chonnels of international trade and finance and thus recctivote the world
cconomy and the development proce s of the developlnv countries

Recommendetions

182, The ceventh session of the Conference represents on opportunity for
reaffirming the commitment of the socialist countries of Eastern Europe to
supporting the development efforts of developing countrics in = monner
compatible with their role in international economic co—operatione’

183. The .Group of 77 reitercies its position, "as stated ' in the Buenos Aires
Platform of 1983, that the socialist countries of Eastern Europe should take
) nnaGureg to copiribute fully cnd effectively to the efforis of the developing

countrlco to diversity and intesnify their trade, share of their imports,
.1nclud1ng semi-manufactures and monufactures, from developing countries, and
malce further 1mprovementu in their GSP schemes, Efforts should also be mado
by the sociclist countrics of Ecstern Europe to impove the teorms and
conditions of credits %o the developing countries and clso to enlarge their
cconomic casistonce, to increcse the share of convertible currenciecs in
resources made avilable for financing developing countries! projects'and to
develop a flexible and efficient poyments mechenism in trode operations,
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184. It is noted with some concern that no signifioent progress has been medle
during the post seven years on the informal text annexed to conference
dzcision 145 (VI) It is time to ro-examine this matter in the context
of the current emerging internctional cconomic environment and break the
‘deadlock. Thore ia.already agreenent on most of the tost except the issues
concerning non-discrimination cnd 0.7 per cent mandatory economic assistonce
by the sociclist countries of Eastern Europe. The Group of 77 has made &
coreful study of the proposals contained in document TD/B/1104. The progrhnme
for further promotion of inter—system. trade ac envisaged in these proposals 1é
~indeed very constructive ond there are valuable suggestions for concrete
nmcasures to be cdopted by the menmber States to occhieve those objectives,
There is 2 grovwing need for new cpproaches and 2 mceting of minds on
eonfidenco~building, eince the evidence available indicates that the progress
made in implementing various Confereince rcesolutions and Bozrd deeisions is for
from sctisfectorys. in cnalysis of the developments and trends in inter-system
-trode also shous that these. developments-still correspond neither to the
econonic potential of the trading partners nor to the existing possibilities
or challenges. of -the 1980s -znd 1990s.

185.. 4geinst this bockground the Group of 77 consider thaot the best possible
wey to overcome this impassce and breck the deadlock on the informal text
- ammexed to Conference resolution 145 (VI) could be to conecentrate on the
clready agrced contents of the text, vhich are indeed o solid basis for
further ncgotictions, The Group of 77 should also take into account the
existing international economic environment along with recent developments in
the world cconony ond the factors which have influenced international economic
rclations during the past seven yeors., It is reelized that the positions of
the- parties do not coincide on some subtontive matters vhich have prevented o
consensus ot the last two UNCTAD scssions. At the sameé time, during several
sessions of the-.Trade cnd Development Board, views on-2 number of issues
involved have been brought closer together, correspondlng to the choanged
conditions in the world. There is nlso groving recognition of the fact thot
~ expansion and decpening of inter—system trade and economic relations on c

. stable bosis will not only impart new dyncomism to the vorld economy ond pull

,it.out of the throes of recescion Lut would also contribute to a relaxctlon of

‘tensions bettecn: countries ond promote international: co—operation, ° Further,

- the now and complicated realitics of the 1980s and 1990s demcnd fresh
epproaches ond-idecs which have been cloquently elaborated in the UNCTAD
.proposals in document TD/B/1104, in substance these proposnls eore in line with
the agreced portions of the informnl text ennexed to Confercence resolution 145
. (VI) and they. provide @ useful background for o mcetlng of nlnds among the:
groups of countries concerned. It is high timé to work out o * fresh pragnatic
cpprocch and cofter considering de novo the relevant issues, even prepare & neu

text vhich could be adopted ot UNCIVD VII tcking into account the prospects
for the leter 1980s and 1990s,



E/ECA/TRADE/70,
Page. 55

186: The Group of 77 is indeced plccsed to observe that UNCTAD's operational
prog:mme of technical assistonce for the promotion of Ecst—South trade hos
emerged o5 on imporiant end mejor activity of the UNCTAD.sccreteriat in
pursucnce of Boord resolutions ond decisions, This progremme has been greatly
appreciated by the Group of 77 ond therc have been repeccicd rcequeststo the
Secretory-General of UNCTAD not only to continue this progrcmme but to improve
‘and intensify these activities by enlorging their scope and content. The
Group of 77 urges that 21l efforts should be made to procure funds writhin
UNCTAD's reguler budget, as wcll os from UNDP and other sources, including
voluntary contrilutions ond/or trust funds, in order to estzblish o pormanent
unit vithin UNCTAD's Division for Trade with Socialist Counirics to implement
this technical essistence.programme a5 a continuous, regular ond systematic
cc:i;n.v:.'{;y on &n mterregmnal, rcegional and national basis. There is an urgent
need for cdvisory services for o number of devcloping countries which have not
been able to develop their trade relations with the socialist countries of
Eostern Europe owring to -various constreaints snd lack of information and whose
trode with them i either reglizible or at best sporadic, The "Menuel on
trading with the socinlist countries of Eastern Burope, issued irithin the
fromework of this technicel assistance programme, has been hailed as an
extremecly uscful publication for the business comrmnity of the developing
countrics and the Group of 77 would very much zppreciate it if this .
publication could be up-doted ond revised teking into account the various
changes znd nsw developments in the foreign trode system end monagement of .
socialist counitries of Eastern Europe, as well as their nev trade and economic
policies, Thec establishment of o permanent unit within UNCTAD for undertoking
all these activities would go o long uey in scrving as n offective instrument
for promoting East~South trade. This unit could zlso serve as o focal point
for co-ordincting technicel assistonce activites in thie field, in close
association with the United Nations regionel commissions, the International
Trade Contre UNCTAD/GATT and the Council for Mutual Economic Assistonce (CMEA).

187. The Group of 77 has noted writh satisfaction that during the pest few
years, o number of counries have aveiled themselves of the opportunities
proV1ded by the consuliative mochinery of UNCTAD cstablished under Conference
resolutions 15 (II) oand 95 (IV). This nmachinery hes been useful in assisting
countries hoving different economic and social systems, cnd particularly the
socialist couniries of Eastern Burope and developing countries, in
establishing trade~creative contccts and identifving possible areas for mutucl
commercicl cxchanges ond economic co-operation. It is ovscrved that apart
from bilateral contocts, the number of multilateral consultatiots held so for
has been limited. The consulictive machinery could be more purposefully used
for promoting rmltilateral co—operction. The Group of 77 would suggest thot
this machincry should be improved end made more effective ond responsive to
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the cmerging nceds of the member States, and ot the some time the UNCTAD .
sceretariet should intensify the substontive support for itrode consuliations
of this kind ond ensure that the experts attending consultotions are equipped
to exchonge information on.import/export possibilities for eventucl trode
negotintions, : )

188, With regerd to resenrch cotivities and the preparation of relevont
Btudies,'the Group of T7 has noted that there has been o significqnt
improvenent cince the last Conforence in 1983, but there is still need to.give
o further neir direction to these rececrch documents cnd studies so as to mnke
them more procticcl ond action—-oricnted, It would be uscful to mcke o
deporture from the studies of . genercl nature emphesized so for and.to pay
specinl nttention to more detciled investigotions concerning specific issues
- reloted to Ensi~South trode, viz, new forms of trode ond economic co-
operction, estcblishment of joint vqntures ond mixed eompanies, industrial
end production co-opercotion, credit ond finoncing, and compensction ond
buy-bock orrcngements, with casc-studies, as well os neu developments in the
monagenent of the foreigm trnde system ond the trode cnd economic policies of
the socirlist countries of Ecstern Europe. The Group of 77 congiders thot it
is importcat cnd nccesscry to dieseninate oll this informetion, especially to
developing couatries, in order to encble them to toke advantage of the
emerging opportunities for cxponding mutuclly beneficicl trode and ecohbmié.
co—operation with the sociclist countries of BEastern Europe. '
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ITEA 8(D) OF TiGs PROVISIORL AGIDA FOR ULCEED VIT

PUORLEG OF THE LEAST DRVELOPED CUNIRIES,
BEA".E+ T MO TR SUSSTAITTAL 1037 PROCIAMEAS OF ACTTQN
. FOR T 19808 OF T LEAST D.'V TO2ED C(IJNI'Q'EQ (I.DCS)

I.  ECKEROUD

189. "‘he United Wations Ceneral Assaihly decided in Resolution 34/.'20" of 19 Dem
1879 to convere a United Hations Conferemo: with the ojective of finalizimg, ac"ont-
int and "u*ﬂor"lm the Substantial ilrr Prooramme of Action for 1930°s for the: I_ea. t
Develored Countrias.

190. Conszquently WICIAD convened the Umited Hations Conference on.the Least
Develoned Countries in Paris fram 1 to 14 Scotemker 1981 vhich unanimously adopted -
the Substantial dew Program: of Action for the 1980s for the Least Developed '
Countries (%¥FZ). The procrame vas endorsed by the United Hations General Assembly
in Nesolution 35/194 of 17 Decerber 19 %1, and suL,e”umﬂy reaffimeﬂ r"he objecti.ve
of the SIPA are:

(2) To promote the structural changss necesscary to overcome the ieast Develoded
Countrics' extrame econanic difficulties:

(H) To provid= fully adecuate and J.ntemaionally acceptable minimam ”tmm
for the poox:

(c) To identify and suyort major investment onortunities ani priorities;

(2) %o riticate, as far as posciblze, the adverse effects of natural disasters.

191. The SIPX is a long-tem programme that spells out dorestic mensures to be

taken by the I2Cs themselves and international suwort necasures for the inpla:ﬁ'\ta-‘
_tion of the country develo:ncnt Programes.  The measures are generally consistent
with the third Uruted ifations Intcrnational Develoxment Strategy, the Lagos Plan

of Zction avd the Iec,ntly adopted the Unitad Hations Programme of Action for Africar
 Economic Pacovery, and Dovelopment (UNPRAERD) . ‘
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IT. CURNENTY SITUNTTON AlD PRQELA&J

192. The continuing coonanic crisis in the least dovelonzd countries, vhich are
the poorest and econcmically weakest amony the develoning countries and arxe faced
with the most formidable structural problems, has'been a cause of grave concem |
to the international community. The structural deficiencies of thesz countries

are manifestad in extremely low levels of incame per camita, a high proportion of |
population in the subsistence sectors; a high rate of posulation growth, low agri-
cultural nroductivity, a loz lavel of mmloitation of natural resources, weak
institutional and physical infrastructurs, an acute scarcity of skilled versonnel,
an :Lns:.gmﬁ.cant share of manufacturing value added in G@P, and the recurrencs ‘of

. natural disasters. These factors constitute the main causes of thoitr' extrame
econaiic and social difficulties. f%he land-locked and island least developed |
countries, which constitute over half of the groum of IDCs, continuz to face 243~
itional problems 1n their develomr:nt because of their sarious geograziical handj.--
Caps. 'Ihn mm‘xar of ICs, m.,tean of rl.croasing, increased to 40 countries in 1285
* from a level of 31 in 1901 vhen SHPA vas adopted. This situation indicates the
mrenmg econanic corzht:.on_, of develoning countries in genaral and least develooed

,' countries narttcularlv in africa vhere the nuder h‘.b increased from 21 0 27

countries. It is in I'C'OOC'DJ.tJ.OD of the difficult ecorncmic situvation of the IDCs
that the internaticnal cammunity undertoolk a camitment in the SiPA to provide
.substantially enlarged assistance to theses countries to br:Lng about otructural
transformation of their econauies and to enable them to brca]' awvey Srom their nast
and nresent situation and the:.r bleal: nroshacts, torards self-sustained c?evelc;mznt.
193, In spite of tho increasedattention given by the international commumity, and
the internaticnal oryenizations, to finding a las ting solution to the nroblems of
the least develored countries, mainly through the admtim oF the SiFA in 1981, there
-has bean a significant deterioraticon in the overall socio~econanic situation of these
countries since 1981. e are concermned that despite the exist:.enoe of S’-»I?A, African
IDCs experienced a rersistent deterioration in their econamic growth between 1961
-and-1984, as a result of the despeninc domestic crisis occasioned by a hostile inter-
-natlmal econanic enviroment as well as ngtural calamities and disasters, notably
.the drought since.1982. In addition, the wresence of large mmbers of refugee., in

-, 'same African IPCs has continued to place a h2avy burdan on the econanies of thesa

countries and has considerably agcravated their soclo-economic problems. The overall
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GP (at 1830 constant vrices) recorded an averxge annual growth rau of only

0.12 per cent. in real tems during 1981-1934 with a marked recovery in 1985 of
2.3 per cent. This cawares unfavourahly with the growth rate of 2.2 and 3.6 ver
cent achieved during the period 1970-1975 and 1975—1980, resnectivelv. The ner
'ca'Jita inccne grarth ave;ugea 2.5 per cant between 1981 Fmd 1984 (i.ec. $15%.4)
.and in 1°85 a grorth rate of 0.3 per cent was recorded (at 1980 prices) or $125.4.

194. @P of the ICs as a grou> declined during the first half of the 1580s ami
the majority of them registered negative ner cmita cn:owth rates. Th2 average
annual rate of GDP growth during this period was 2 per cc_nt, vhich amounted to

.average _annual decline of 0.5 per cent in per capita tems. This was against
a positive ‘avarage annual GP grosth rate of 4 ver cent in the 1970s. Although
there was a marginal improvement, to 2.7 Der cent, in the @MP growth rate cduring
1985, that rate remained far short not crnly of the StIPA target of 7.2 per cent
but also of the grosth rate of 4 per cent actuallv achieved in the 187Cs.

195. The rerfommance .in the agricultural sector continues to be the main factor
detém:inim} overall growth in the 1Cs, sincethat sector accounts for about

42 per cent of the GDP for all IDCs camdinad and absorbs 80 per cent of their
_labwr force, as camared . to 17 per cent and 56 ner cent for develoning coxmtrief'
as.a vhole. The agricultural production per capita declined in the IDCs ‘at an
average anrual rate of 0.3 per cent Qurirng the 1970s. The decline in per capita
temms continued cduring the first half of the 1930s at’ an average amual rate of -
0.6 per cent. Per capita food productn.cm also registered an‘averags annual decline
.of 0.9 per cent during the first half of the 1980s, as compared to ths avérage

- annual decline of 0.5 ner-cent during the 1970s. Thé‘main bottlenechs include
drought which is widesmread especially in Africa and is still being experienced in
many parts of the continent. This sericusly:jeopardized:food and livestock produc
tion and resulted in lo productivity generally. '

196. The record of nrogress in manufacturing activities, enerqy consumption,
develoment of transport and:cammmnication, etc. vas also disappointing during
the first half of the 198Cs.. The average growth rate of ‘real GOP arising from
manufacturing in most of the IDCs in 1934 vwas only 1.3 per cent. The consumtion
of energy romained at an extremely. low level of 313 k7 per capita in 1934, as
camared to 569 kg in developing. comtries as-a group. In the area of transport
and camumications, particularly in the 15 lend-locked and nine island IECs, the
situation remains criticel.
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197. The external trade and .payments position of most of the IDCs continued to
suffer fram denressed conditions in world comodity markets, worsening tewms of
trade, increasad protectionsim, and reduced ODR anc other tvnes of financial
flows and workers' remittances. The exvorts of the IXs were 10 ner cent lower
during the fimt three years of the present decade than the level attained in 1980.
~ Although there was a slight recovery in 1284, the exoorts started éeclining again
in 1935 and reachad a level 7.2 per cent helow the 1980 fiqure. Ta2 prices of
almost 2ll primary commodities of esrort interest to the IDCs dropred by a laréé
rmargin, and the average annual:.shortfall in export earnings from such commodities
was about U3 770 million during the neriod 1973-1983. The decline in export - -
earnings had an adverse impact on capacity to import; vhich also declined by 6 per
cent hetween 1280 and 1985. - - :
III; FACTORS UNDERIYIG TiE VORSENLIG ECONGMIC STTUATION AND !EASUTES TAKEN

' BY THE LEAST DEVELAPED COULIMIES I

198. The worszening of the cconomic situation in the IDCs during .the first half of
the 1930s was du-e, inter alia, to_th.e follawing factors:

(&) it ODb receipts by the IDCs stagnated at around 5US 7 hillion per. annum
dur:.ng the -venod 1980-1984 ’ ‘as caﬁared v;fith an average increass of about 70 ner
cont per annum in COA Flows durmq the 1970s. The total level of ODA in 1984 was
anly 44 »er cant above the ¢ avarace lovel attained in 1976-1980. in naminal terms,
as aga:.nst the camitment undertaken Nr the donor countries in the SiPA to double
“ sach flows by 1935. Total ‘0Ch £lovs in 189 4 vere 0.03 ner cent of the donors® @,
as acam.,t the target of O 15 per cent lu’au in th= SHPA;

(b)‘ Aid from rru.a.lt:i.L.teral agmci 5 roglstemd \ Gecline J.n 19'1.:, whereas |
‘in"the SHPA-there was a specific’ cctrrutrent for a significant jncrh_se: in multi-.
lateral assistance to the least dcvelo countriew

(c') »Im—conccqsn.onal fmanc:.al flous; wluch had mcreased by an average of
more ‘than 100 =er cent every year during the 1570z, underwent a steady decline in
the 1-80s, Falling to onlj $US 457 million in 1504. This was against total nomr-
ocnces.,ion flows of U5 1.1 billicn in 1980, fTotal external assistance vrovided
to LDCs declined fram $US 8.2 billion in 1930 to only $US 7.5 billion in nominal ;
terms in'1984; E -
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" 17(E) - The comitrents undertaken in the SIPR to immrove aid molalities in
“favour of the IDCs did not materialize. The average grant, element of concessional
assistance,; vhich hed increased fram 55 mer cant in 1921 to 89 per cent in 1983
declined to about 85 per cent in 1954, Asout £0 »er cant of tortal aid £rem DAC
comtries to LiCs in 1204 wos tied. Saxe inltiative_’ have recentlv been taken

b a nurber of donors to give more arinasis to nrograme aid inclu\mg sectoral
assistance, ‘genaral irport finencing and balance-of-payment suxort, as well as
camodity aid, food aid, local-cost financing, -and recurrent cost fir nanc:mg but

" ‘these Teasures arc totally inadequate to mest the neecl. of the least & c.e;h,lo“ed

" éountries:

PR - -

(e) Ths external Cebt of the ICs vhich grew rapidly in the 1870s, worseneé
considerably Curing the first half of the 1220s as a result o:. tha adverse if'nact

of the world aconanic crisis on the debt-sexvicing canacib' “of th..se countxies.

" Their total extewnal debt, including short-temm debts, is. nstimsrted o have bheen
over $39 billicn at the end of 1935, a 13 per cent increase as compared to the
orevicus year. In addition, their use of T credit vas ec't:matpf‘ at ‘“2.‘ billim
Although ‘these mmounts nmight seem to b2 wedest in absolutc tems 25 ccrnarcd to
the dabts of thre other develonring comtries thev cmtinue to exceed 50 per cent
'of GOP on avarags. Ovar SC per cent of InCs! external debts consist of medium- and

" Ing~temm debts, and the major narts ur* to nulttlcrte;.al ac*encie.). ‘Je.:t service
' payments ‘in 123% amounted: to $2 billien, representing. wr.ll over ,_O per cent of the

" value of the corbined exnacrts of the LiXs. Debt service navn'ents arisinc fram non--

concessimal dsbts have catinued to fom the main nart of IDCs' total debt servme

" payments. Althouth sane debt: relief has lxzen, provided 'y 15 DAC nm‘aea. cmmtric.,

" for ‘their GO @At to 33 4DCs under trade and Develomment Soard resolution 165 (5-IX)
the debt szrvice prohlen remains critical for many IDCs. The 3rablan has baen
exacerbated 7 a sizZeable promortion of nomccamercial dabt and b'g Lh: sig'xificant
in¢reasz in the rultilateral debt-vhich is not umor the Hurview of resolution 165 .
(CIX) and is subject to rultilateral mg;au—;uﬂ;__r; 5.:: Eince the adostion of the SNPA

. iri"1981, 13 INCs have-had recourse to the Paris Club to reschedule their official
debt and fivz IDCs to the Lordon Club to racchedule commercial debt. toreover, a

numer of IDCs had to ask for another rescheduling in order to cose vwith éh:—air
" “increased debtrliavilities. Harever, thess reschedulings have also proved to he

" Ynadequate as ‘thev.only provide terporary relief and do ﬁot entall a 63.m:§nutim of
" “daht stocks. Zventually they add to the debt . burden; - o
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() Since Lha auootlon of the S®A in 1981, 19 least dGev=lonzd countries
h=vc formul: < an ‘afjustment nrograms .JLr-vo*‘ted by a stand-by arrangement with
I :E‘. 'T‘heso DI?Q;I‘W" in the absence o:. mcrea.,ed inflow of axternal financial

re>ourcn, have r*multeu J.n shar) cuts in r.mort investments, hudgets and social
eoutl"y., thus further nlming dovm eco.t_\a'uc* qrouth ' '

(9) The cmtinuance of tarifs =nd nowitariff bdrriers in important markets | !
'*till inhibits a"r:ﬂangim of. 1oCs3’ cy:*ort., ‘In’'shite of camiitments undertalken
in the SIPR, the 138? C:\:["‘ “Hinistzrial Peclafaticn and, most recently .the Punta
D2l Este Declaration of 1085, many develoned countities continue to imnose various
ty'pes of restri Cl'.lCn" on @mrt:., from WXCs. Morcover, the land-lockad and island
. 1DCs suffer £ron niql* t;anﬂ-\ortatim cc.;ts Uthh make theit nroducts mcanmtitive
in the worlmrm._rl_et R - T o fo el

(h). In viz; of th. fact tha;. ..J.rovt 55 per oent of the INCs' exvorts consist
of ﬂrjnam wmtieo and ard’ r‘mc_ntrat.wn on only a far »roducts, tiiese exports
have bean hard hit oy the collén se of international caanodity nrices and the
deter:.orartnr tems of trade. ‘The oriczs of almost all nrimary camodities of
export interest to'the IDCS have dromed ﬂréci**itiously. This has adversely

“'fected ~_h:~ foreidn exdm*e earnin"" of the'lIxCs. The avirage annual shortfall

m exoort nam:s.ngh for n‘tportant camodities exported by I9Cs .during :the period
197f-l .% aarommnel to about ‘770 ru.llion, reprasanting 11U per cent -of:their average

srnnual c:morts a:m ecrun.valent to mere then“Bo thirds of the total:concessienal

Srve

tance J:enﬁc“ed to the U)Cs in 1923, “hig couﬁlcd vith. increasing - debt . service

-r-n:nts and declining DR ‘flows, has 1V“e:*z's@lv ‘affocted the role of the external

‘sector in e‘-’111anc:v“1'T the econamic develomment ' of the IDCs and has further marginali
their econanies vis-a-vis the world :ccmar:y.' "The camensatory finmeing available
to than under the e}ust,mg tinancm schemss 13 inadecuate and this has resulted ir
depletion of their monetary’ rﬁserve and overall capacity to mobilize finance for
develc:m.nt. The comitments undertaken in the SHPL for soecial ovisions in
favour of the 1Cs 1n tern" of camensating their camodity-related exort eaming

. shortfall, has not been fully realized;

(i) A s(?.otance so’ rar providad to land--locked and island countries emong the
LS5

least Gevaloned cointries and measures taken in’ inplementing the relevant resolu-
tions are still very inadecuate in temns of-alleviating the problems confronting tt
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199, The least dzsvelored countries, on their part, have immlemented sevcral
"L,asurz.., to inwrove their éconanic conditions.  These :mf'lud\_, mq ortherf'
adoption of effective '~ol:\.c1es to mchilize donestic resources, cxnand food and
':\grlcultu.ral mrofuction and develon their ettemal trade. Since the admtion of
the 2WPA, almost all the IDC._ have deciquates focal oo:.nts for the imlowntation,
I ollow~1rv and mcdtoring of the S@R. @ enty g_lght 1Cs hare h'xl country reyie.w
mecting a5 envisaged by the SiPA. TFlvz mors IDCe are ;ﬁrcharm'r for th convening
of such mestings. o ‘ -

200, Iow @yl oftzm t’.eclinincf. ner carital incame nottrithstanding, several IDCs
were aMHle to achicve danestic savings raotas exceeding 10 rer cent and in a £
areas exceading 15 per cent during the nariod 1290-1984. In an effort to further
improva mobili ze;ti&x of dassstic resources, several IDCs have inplemented measures
to reke their tax susten sirmler and more hreadly bhasad and to imrove tax admin-

ation. :keasurzs have also been initdated in several LDCs to imarova the
*._:erfomzznée of Tublic sector enteroricer. The develoment and mabilization of
huaan rescurces, through eradication of aalt illiteracy, emansim of wublic
educaticn, incluling vocational training, and develomment of entredrensurial
canecities,; is an immortant element in the devdloment nlans and orograrmes of
several ILDCs. Pdult illiteracy rates decreesed hy more than 20 percentage points
between 1270 and 18385 in seven IICs. Alnost all IRCs decreasad their illitaracy
rate ketirean 1250 and 1925. The nurber of students undertaking vocational training
in the IDCs increasad by 24 rer cant tetveen 1980 and-1934. In the field of food
amd agricultural roduction, mamy-IDCs nave taken Steps to increase oroduction and
rroductivity, inter alia, increasing the use of the market mechanism, mahilizing
the rural pomlation and ddversifying xoduction. In order better to reshond to
thz advarse and chaning ccononic envirvorsmant, many IDCs have adonted amropriate
volicvy measures to enhance the effective implementation of the institutional and
nhysical infrastructure, in spite of linited resources. The assistance provided
by other daveloping countries in the contestt of BECOC has reinforoed the efforts of
the IDCs themselves to alleviate som2 of their prablems. In snite of all these
nositive measurcs the develoment nrospects of the INCs' remain blzak due to the
extrennly adverse external environment.
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IV. RECOAENDATIONS

201. At the end of the mid-term global review of the :lmplanentatim of the SNPA,
oonducted by the Intergove.nmental Group of the Least Developed Countries in
Seprtanber/Octobcr 1985, a number of recocmmendations vere made for the hrrpmvamt
of the condit:.m of the lDCs and for full i:mle‘entatim of the SIIPA. It would

be I}ecessary to fully and expeditiously implement all these reoamen..atims and ;
oonclusicns, c.long with other measures, included in the SNPA itself. The following,

inter alia, deserve reiteration ard expeditious action:

(1) . The m re—affim their primary responsibility for their overall
developnent,

(ii) 'The intemational ocmm.mity should’ support the efforts’ of IDC$ to increase
“théir ver capita food producticn, and in view of the energy Droblens, provide fin-
ancial -and technical assistance for research, exploration and develogrmt of energy .
resources; "and should- assist ‘in rna:dm:n.zing capacity utilizaticn Of their produ"tive

eocnanic um.ts,

(iii) .Donors should endeavour - to provide emergency assistance and financing
of costs involved in the management of relief omerations in African IDCs affected
by food and.other emergencies; - : - )

(iv). The SNPA shculd be fully and effectively implemented, and substantially
enlarged volume of financial assistance in real temms should be given to IDCs on:
- terms which correspend to their immediate and long~tem develomment needs;

(). Danor cauntries.which have not yet done so should attain '0.15 per .cent.

£ their G as (DA to the IDCs before the end of the decade or should attain on.

a priority basis, a doubling:of their DA (a target which was originally to be »
achievedby1985) : » ceo et

-

. (vi) . The. nultilateral assistance to the IDCs through channels. like "IDA, II‘AD,
regional develomment banks and their funds, UNDP, the Special Measures Fund for™
the IDCs, UNCDF, UNVP, etc. should be significantly increascd to meet the increased
needs of the IDCs, and donors.should channel a substantial part of their aid
through these institutions and agencies;



E/ECA/TRADE/70
Page 65

(vii) “The Eighth Reoleni.,hmnt of A should be significantly higher than
the prev:Lms levels ’ kee'oing in view the critical :imoortance of IDA for the LDCs

" (viii) Pelevant intermational institutions should intensify their efforts to
establish new mechanisms and arrangements for mobiuzing increased financial =
transfers to the IDCs, including such measures a5 an intemational tax scheme’
for develogmt, ‘further gold sales by the IMF; linking the creation of SDRs to
develomment assistance, and the use of interest subsidy techniques. The I should
mdertdce a fmdamantal revicw of the principles on which its conditionality rests
' _in such a way ‘as to reflect the peculiar social, econamic and political priorities
" 6f the 10Cs and allocate’ substantial portion of Special Drawing Rights (SDRs);
Trust Fund facilities and campensatory financing facilities to these countriés;

(ix) With regard to aid modalities, immediate steps ‘should be taken to
provide COA to the IDCs in the form of grants, and to indiscriminately provide
loans cn highly ccncesgional terms, at least as concessiconal as those provided
by IDA, and o an un-tled basis. They should also take steps to impmve the

‘quality and effectiveness of aid, and eliminate the time-lag between aid commit-
ment and disbursement. In this regard mechanism that would ensure autanaticity
" and predictabi]_ity of disbu::semznt shculd be created '

(x) Develooed countries should fully implement Trade and Development Beard
resoluticn 165 (S~IX) expeditiously and convert all outstanding bilateral (0.5):1
loans of all the IDCs into grants without discriminatim,

(xi) Donor countries should take steps for increased local-cost as well' as
recurrent-cost financing;

' (xii) Creditors should provide substantial and multi-year scheduling of
private debts including the waiving of service payments and/or out-right cancella-
tion of the debt.

(xiii) Advance payments should be made by the dcnors against their cammd tment
in order to nirﬁ.mize delays in disbursanent and improve the effectiveness of
assistance;
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(xiv) . Doncrs should provide increased balance~of-payments support as well
as camodity aid, programme aid, including sector assistance and general import
financing, and their temms should be fladble enoush to facilitate effective use.
Such balance-of-payments support. in general must not be used to exercise political
pressure cn the least developed countries and should not be dependent on accept- ;
ance by these countries of measures and programmes which involve social costs 5
that hinder their basic a:lm,s, objectives and priorities or cmpranize,their political
:Lmiependence and national so\_re.reignty; ' ‘
(xv) Dcnor*' should orwide t:imely assistance on apnropriate tems to mitigate :
‘.'the adverse effects of adjustment programmes and to support the efforts of the LDCs in
:lnplementing the recuired pol_icy changes;

(xvi) Developed countries and intematicnal organizat.lons should also assist
the ]‘.DCs to crezte industrles for on~the-spot orocessing of raw materials and
focd products, and the develomment of integrated projects for the expansion of
exports and to provide adequata.. resources to overcame all supply bottlenecks:

(xvii) A ompensatc-ry facility for fully campensating the export earning short-
falls of the daveloping countries should be established with special provision
for the IDCs. Special measures should be taken to strengthen the cammodity
markets and enhance export receipts of the IDCs fram such cammodities. Special
arrangements should be considered for the IiCs in the /P Campensatory Financing
Facility Scheme by providing for full coverage of their exmort shortfalls, for
the subsidization of their interest payments on wtstandjnq drawings and for a

longer repayment and grace periods than hitherto;

(xviii) A1l developed countries which have not yet done so should expeditiously '
adopt s')ecial measures in ordtr to oanpensate fully the export earnings shortfalls
of the I.DCs

(xix) In accordence with the United Naticns Convention on the Law of the Sea
of 1982, Conference resolutions 137 (VI) and 138 (VI), and Trade and Develorment
Board resoluticns 319 (‘OVT) on cmsﬁeratim of the f'pecific needs and problens
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of land-locked and island countries among the least developed countries and the
extremely acute nature of the problems, transit countries should intensify co-
operation with the land-locked countries among the LDCs to alleviate the transit

problems;

(xx)  -Donors, while providing technical and financial assistance to land-
"locked and island countries among LDCs, should pérticulafli’focus on cépital
input in infrastructural development. International bodies, in particular UNDP
and the regional commissions, should continue to support those least developed
countries with measures required to alleviate their éﬁécifib transit-transport .

and communications problems;

(xxi) 1In the application of all measures it should be ensured that the
assistance benefits all least developed countries according to their individual

requirements on a just and equitable basis;

(xxii) The country review meetings which are the mechanisms for the periodic
review and implementation of the SNPA should be further strengthened and improved
to make them more effective. UNDP and the World Bank, as the lead agencies, should
expand their technical assistance to the LDCs to enable them to prepare efficiently
for these meetings. Donor countries should be represented at an adequately high
level. The meetings should result in firm commitments and secure increased

mobilization of resources to the LDCs.

(xxiii) In the context of economic co—operation among developing countries and
in the spirit of collective self-reliance, developing countries in a position to
do so, should continue to provide assistance to the African least developed

countries within the means available to themn.

(xxiv) Developed donor countries and international financial institutions
participating in country review meetings for LDCs, in particular the UNDP sponsored
Round Table Processes (RTPs), should not link their commitments of development
resources to the conditionality that the LDCs should have an effective operational
IMF/IBRD adjustment programme; these country review meetings should be

seen essentially as additional measures for increasing financial resources to
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the accelerated devéiopﬁent of LDCs.

(xxv) The IMF and the World Bank should be urged ta provide an efféctive
1ntervent10n mechan1sm in support of LDC currencies while these countries 1mp1ement
IMF/IBRD adJustment programmes; otherw;sg these currenc1es‘w1}1 be subject to. }
rapid exchange rate deteglo:qtlon.which in turn will aggravate inflation, .reduce ;

growth in particular and developnent in general.
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