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REPORT

OF THE UNITED NATIONS CONFERENCE ON TRADE
AND DEVELOPMENT ON ITS SEVENTH SESSION



Preface

(1) Inconformity with General Assembly resolutions
1995 (XIX) of 30 December 1964 and 41/169 of
5 December 1986, the seventh session of the United
Nations Conference on Trade and Development was
held at the Palais des Nations, Geneva, Switzerland,
from 9 July to 3 August 1987.

(ii) The Trade and Development Board, in the exer-
cise of its functions under General Assembly resolution
1995 (XIX), and in particular paragraph 21 thereof,
served as a preparatory committee for the seventh ses-
sion of the Conference. The Board began these prepara-
tions at the first part of its thirty-second session when,
in decision 332 (XXXII), of 21 March 1986, having
suggestions by the Secretary-General of UNCTAD re-
garding the provisional agenda for the seventh session
of the Conference’ and taking into consideration the
views expressed by delegations® on the aims of the ses-
sion, it requested the Secretary-General to pursue infor-
mal consultations on the Conference agenda.

(iii) At the second part of its thirty-second session,
the Board, having considered the oral report by the
Secretary-General of UNCTAD in response to decision
332 (XXXII) and noting that his consultations had been
based on the papers submitted by delegations, requested
him, in decision 336 (XXXII), of 17 June 1986, to con-
tinue consultations regarding the agenda on the basis of
a paper, submitted by him and annexed to the decision,
entitled *‘Point of departure for the elaboration of the
provisional agenda for the seventh session of the
Conference: unifying theme and main areas of concen-
tration’’ and of earlier suggestions made by him and by
delegations and regional groups. The Board further re-
quested him to conduct informal consultations on the
organization of the session and relaied matters. Subse-
quently, at the first part of its thirty-third session, in
decision 341 (XXXIII} of 3 October 1986, the Board
adopted the provisional agenda for the seventh session
of the Conference, together with its understandings in
annex 11 of that decision, and recommended that the
session be held in Geneva,

(iv} The General Assembly, in its resolution 41/169,
noted the adoption by the Trade and Development
Board of the provisional agenda for the seventh session
of the Conference, decided to convene the session at the
United Nations Office at Geneva and called on all States
members of UNCTAD to continue and intensify their
preparations for the Conference with a view to ensuring
that the session make a significant contribution to
multilateral action for the revitalization of develop-
ment, growth and international trade.

(v) In its decision 344 (XXXIII) of 3 April 1987,
adopted at the second part of its thirty-third session, the

' TD/B/L.791.
*TD/BXXXI)/CG/CRP.24,

Board endorsed organizational arrangements set out in
an oral report by the Secretary-General of UNCTAD on
the results of his consultations pursvant to Board de-
cision 336 (XX XII) and remitted a number of outstand-
ing organizational questions to its fifteenth special ses-
sion. At that special session, in decision 346 (8-XV) of
20 May 1987, the Board took note of a further oral
report by the Secretary-General of UNCTAD on
outstanding questions, endorsed the arrangements set
out therein, and thus concluded consideration of
preparations for the seventh session of the Conference.

(vi} As part of the intergovernmental preparations
for the Conference, a process of informal consultations
among all members of UNCTAD, on the assessment of
relevant economic trends and of global structural
change, was undertaken under the aegis of the President
of the Board after the special session, pursuant to de-
cision 346 (S-XV). The President of the Board held
seven open-ended informal meetings, with all regional
groups and China present at each, and a round of
bilateral consultations with the groups and China in-
dividually. The consultations were organized in such a
way as to provide for maximum transparency, the
widest possible participation, and a comprehensive ex-
change of views. As required by his mandate, the Presi-
dent summed up this informal pre-Conference assess-
ment process. The summing-up, which was prepared by
the President on his own responsibility, together with
his letter of transmittal to the President of the Con-
ference, was circulated to the Conference.’®

(vii) As part of the preparations for the seventh ses-
sion of the Conference, a number of regional in-
tergovernmental meetings were held at the ministerial
level; the Sixth Ministerial Meeting of the Asian Group
of the Group of 77 at Dhaka, Bangladesh, from 14 to
16 March 1987, the Latin American Co-ordination
Meeting at Ministerial Level prior to UNCTAD VII, at
San José, Costa Rica, from 16 to 20 March 1987, and
the Conference of African Ministers Responsible for
Trade and Development Preparatory to UNCTAD VII
at Addis Ababa, Ethiopia, from 16 to 18 March 1987.

(viii) The results of these meetings were considered
at the Sixth Ministerial Meeting of the Group of 77, held
at Havana, Cuba, from 20 to 25 April 1987, which was
attended by the Secretary-General of UNCTAD. The
Sixth Ministerial Meeting adopted the Havana Declara-
tion* and the *‘Assessment and proposals by the Group
of 77 relating to UNCTAD VII''.*

(ix) The Council of the Organisation for Economic
Co-operation and Development held a meeting at
ministerial level on 12 and 13 May 1987 in Paris at

! TD(VII)/BUR.1.
* TD/335, reproduced in annex V below.
* TD/330, reproduced in annex V below.
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which matters relating to the seventh session of the Con-
ference were discussed. A ministerial communiqué was
issued and circulated to the Conference.®

(x} The Council for Mutual Economic Assistance
held a meeting at ministerial level from 26 to 28 May
1987 in Moscow at which the final position of the
member countries was drawn up. The approach of the
socialist countries of Group D and Mongolia to the
substantive items of the provisional agenda for the
seventh session of the Conference was circulated to the
Conference.’

{xi) The People’s Republic of China circulated a
position paper on issues to be considered at the Con-
ference.®

(xii) The representatives of 141 States members of
UNCTAD assembled at the Palais des Nations, Geneva,
from 9 July to 3 August 1987 to take part in the seventh
session of the Conference.’

(xiii) In the course of a special inaugural ceremony,
the Conference was addressed by Mr. Javier Pérez de
Cuéliar, Secretary-General of the United Nations, who
presided, Mr. Pierre Aubert, President of the Swiss
Confederation, and Mr, Lazar Mojsov, President of the
Presidency of the Yugoslav Federal Republic and Presi-
dent of the Conference at its sixth session,'*

(xiv) During the session the Conference was ad-
dressed by the following heads of State or Government:
H.E. Colonel Denis Sassou Nguesso, President of the
People’s Republic of the Congo, Current Chairman of

¢ TD/334, reproduced in annex VI below.
* TD/333, reproduced in annex VI below,
* TD/331, reproduced in annex VI below.

* For the list of members of UNCTAD and of intergovernmental
and other bodies represented at the seventh session of the Conference,
see part three below, section K.

1% The texts of these addresses are reproduced in annex III below,

the Assembly of Heads of State and Government of the
Organization of African Unity; H.E. Mr, Mohamed
Hosny Mubarak, President of the Arab Republic of
Egypt; H.E. Mr. Frangois Mitterrand, President of the
French Republic; H.E. Mrs. Gro Harlem Brundtland,
Prime Minister of Norway, Chairman of the World
Commission on Environment and Development; H.E.
Mr. Pierre Aubert, President of the Swiss Confedera-
tion, HE, Mr., Lazar Mojsov, President of the
Presidency of the Yugoslav Federal Republic and Presi-
dent of the Conference at its sixth session; and H.E.
the Hon. Robert G. Mugabe, Prime Minisier of the
Republic of Zimbabwe, Chairman of the Non-Aligned
Movement; as well as by H.E. Mr. Tian Jiyun, Vice-
Premier of the State Council of China; H.R.H. Crown
Prince Hassan Bin Talal of the Hashemite Kingdom of
Jordan;" and His Eminence Cardinal Roger Et-
chegaray, Chairman of the Pontifical Commission
““Justice and Peace’’.

{xv)} In the course of the session messages and good
wishes were received from the heads of State or Govern-
ment of: China; Cuba; German Democratic Republic;
Holy See; Mongolia; Peru; Philippines; Poland;
Romania; Union of Soviet Socialist Republics; and Viet
Nam, and from the Minister of Foreign Affairs and
Worship of Bolivia.'?

(xvi) At the 215th meeting, on 28 july 1987, having
heard a statement by the President, the Conference ex-
pressed condolences to the families of the 380 victims of
the tragedy at the village of Homoine, Inhambane,
Mozambigue, among whom were numerous children,
women and elderly persons.

" The texts of these addresses were issued at the Conference as
TD/L.294, TD/1..289, TD/L.29t, TD/L.293, TD/L.292, TD/L.286,
TD/L.299, TD/L.304 and Corr.1, and TD/L.310, respectively. For
staternents and summary records, see volume 1L

'* The texts of the messages are reproduced in annex IV below,
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! Adopted by the Conference at its 220th plenary meeting, on 3 August 1987. For statements, see part two

below, paragraphs 13-2} and 23-58.

Introduction

1. The United Nations Conference on Trade and
Development held its seventh session in Geneva from 9
July to 3 August 1987, under the presidency of the Hon.
Bernard T. G. Chidzero, Minister of Finance,
Economic Planning and Development of Zimbabwe.
The representatives of 141 States members of UNCTAD
participated, The Conference was addressed by its
President, by the Secretary-General of the United Na-
tions, Mr. Javier Pérez de Cuvéllar, by the heads of State
or Government of the Congo, Egvpt, France, Norway,
Switzerland, Yugoslavia and Zimbabwe, by H.R.H.
Crown Prince Hassan Bin Talal of Jordan, by Ministers
of 71 member States and by the Secretary-General of
UNCTAD, Mr. K. K. 8. Dadzie.? It received messages
from 11 heads of Siate and Government.® The final
week was devoted to the conclusion of the work of the
session at the ministerial level, and 44 Ministers par-
ticipated during this phase.

2. The main substantive item of the Conference
agenda was the “‘revitalization of development, growth

2 See volume 11,
3 The texts of the messages are reproduced in annex IV below,

and international trade, in a more predictable and sup-
portive environment, through multilateral co-operation:
assessment of relevant economic trends and global
structural change, and appropriate formulation of
policies and measures, addressing key issues in the inter-
related areas of resources for development, including
financial, and related monetary questions; com-
modities; international trade; and problems of the least
developed countries”. This item was considered in the
light of the related understandings.*

3. The Conference established four Sessional Com-
mittees to consider the four sub-items under the main
agenda item: Commiitee 1, on resources for develop-
ment was chaired by Mr. M. Taniguchi {(Japan); Com-
mittee II on commodities by Mr. C. Pérez del Castillo
(Uruguay); Committee IIl on international trade by
Mr. Chak Mun See (Singapore); and Committee IV on
problems of the least developed countries, by
Mr. M. Huslid (Norway). This consolidated text was
prepared by the Contact Group of the President. The
Rapporteur of the Conference was Mr. A. Ozadovski
{(Ukrainian Soviet Socialist Republic).

* See part three below, sect, E,



Part one. Action taken by the Conference b

I. Assessment of relevant economic trends and of global structural change:
findings and policy implications

4. The Conference undertook an assessment of rele-
vant economic trends and of global structural change,
as provided for in its agenda and in the related
understandings.*

The findings of this assessment are as follows:

5. The world economy in the 1980s has been
characterized by a slow-down in growth of demand and
output, compared with the preceding two decades,
generally lower rates of inflation, difficulties in many
countries in adapting to structural changes, a mounting
stock of debt, high real interest rates, inadequate net
flows of financial resources, shifts in exchange rates,
high and increasing levels of protection, commodity
prices depressed to their lowest level in 50 years, terms-
of-trade losses sustained by commeodity-exporting coun-
tries, and a generally insecure economic environment in
which millions of people still lack the basic conditions
for a decent life.

6. In this difficult global economic situation, there
has been a diversity of socio-economic experiences.
Developed market-economy countries have succeeded in
curbing inflation and in maintaining steady, albeit slow,
growth, but unemployment levels are still high and ex-
ternal payments imbalances remain excessive in some of
these countries. On account of their dominant share in
world trade, the impact of their slow growth has been
transmitted to other countries which have had to reckon
with it as a significant factor in policy formulation.
Growth has slowed also in socialist countries of Eastern
Europe, Most developing countries have had to
retrench; they have been unable to consolidate and build
upon the economic and social progress which they had
achieved during the two preceding decades. In the
1980s, the average per capita income of the developing
countries as a whole fell further behind that of the
developed countries. Indeed, per capita incomes de-
clined in most countries in Latin America and in sub-
Saharan Africa. Nevertheless, a number of more in-
dustrialized export-led economies of East Asia, and the
larger Asian low income economies, have continued to
grow appreciably.

7. Many developing couniries continue to face
serious debt problems. The main debt indicators remain
at historically high levels, even for the poorer among
them, Although most countries with debt-servicing dif-
ficulties have neither achieved a satisfactory growth
momentum nor recovered their creditworthiness, the
debt strategy has allowed some resumption of capital
flows and growth in some developing countries. There
continues to exist a need for more timely and effective
mobilization of lending by commercial banks. In the
context of expanding lending requirements for develop-
ment, the multilateral financial institutions need to be
provided with adequate capital resources to suppert
growth and adjustment.

* For this purpose, the Conference drew upen the documents before
it, the statements made in plenary meeting, and the deliberations of its
Sessional Committees.

& The roles of the external economic environment
and of domestic policies and structural factors are
recognized as contributory elements to the diversity of
experiences of developing couniries, but judgements
differ with respect to the relative weights of these
elements,

9. The 1980s have also been a time of complexity for
economic policy-makers in both developed and develop-
ing countries. Increasing unpredictability has been
manifested in the unilateral adoption of trade restric-
tions specific to countries and products, and in the
appearance of massive and often distorting flows of
funds within and across international currency and
commodity markets. Associated with these phenomena
have been interrelated problems arising from currency
misalignments, persistent payments imbalances, an
uneven distribution of international liquidity, and net
outflows of financial resources from many developing
countries.

10. Both policy-makers and entrepreneurs are being
challenged by an acceleration in the pace of structural
changes- which are very difficult to harness. These
changes can be traced to a number of underlying fac-
tors, the most important of which are the impact of
scientific advance and applied technology, and govern-
ment policy stances, These factors are affecting produc-
tion, consumption and trade patterns; producing far-
reaching developments in the service sector, particularly
financial services, and in commodity markets;
significantly altering empiloyment patterns; and leading
to shifts in international competitiveness.

11. Many countries—developed and developing
alike, including the least developed countries—are in-
vesting substantial efforts in adjusting their economies
10 these new realities in pursuit of their national objec-
tives, They are also reappraising the respective roles of
the public and private sectors in the economy. However,
although some have made progress in recent years in
reducing or eliminating growth-reiarding distoriions
and rigidities by enhancing the structural flexibility of
their economies, much remains to be done,

12. The developed market-economy countries are
committed to programmes of structural transformation
to foster sustained non-inflationary growth, promote.
competition to accelerate industrial adjustment,
facilitate job-creating investment, improve the function-
ing of labour markets, promote the further opening of
internal markets, encourage the elimination of capital
market imperfections, and reduce major imbalances
between agricultural demand and supply.

13. Socialist countries of Eastern Europe have
launched intensive policy reforms aimed at transform-
ing the mechanisms of the national economy, improving
the management of foreign economic relations and
enhancing international competitiveness,

14. Many developing countries, recognizing the im-
portance of their national policies in promoting social
and economic developiment, are striving to: strengthen
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aeir national capacities for mobilizing domestic
resources, both financial and (through education and
training) human; enhance the degree to which their
economies can respond to efficient market signals;
develop more flexible incentive systems for shifting
prductive resources in line with dynamic comparative
advantage; expand the scope for entrepreneurial in-
itiative and enterprise development; devise incentives
for the adoption of appropriate technologies; enhance
the contribution of the public sector and broaden op-
portunities for management and technical education.
Others have acknowledged the need to adopt similar
policy approaches, At the same time, the implementa-
tion of such comprehensive adjustment measures has
often been accompanied by high social and political
COsts.

15. In view of the substantial and increasing in-
terdependence in the world economy, both among coun-
tries and across the trade, money, finance and com-
modity sectors, national economic policies, through
their interaction with the international economic en-
vironment, have become important factors influencing
the development process. The more significant the
country in terms of its economic weight, the greater is
the effect of its policies on other countries. The struc-
tural characteristics of most developing economies leave
them especially vulnerable to the impact of structural
change and external shocks,

16. Interdependence among countries has been in-
creasing as the growth of world trade has outpaced that
of world output. Furthermore, there has been a closer
integration of the various sectors of the world economy.
With the rapid diffusion of new technologies, the sec-
ondary and tertiary sectors have become more tightly in-
tegrated, as int the merger of many service activities with
production processes.

17. In the financial sector, a number of recent
developments have accentuated the dependence of many
countries upon their trade sectors. These have included
the progressive dismantling of controls over interna-
tional capital movements, the increasingly close connec-
tions between domestic and international financial
markets, facilitated by the revolution in information
and communications technology, the rise in the impor-
tance and the procyclical movement of international
lending, the decline in net financial flows, and the scale
of debt-servicing burdens compared with domestic sav-
ings capacities.

18. The pursuit of export expansion by commodity-
dependent developing countries to achieve balance-of-
payments equilibrium and longer-term structural ad-
justment towards a more balanced, less vulnerable
economic structure has failed to increase export earn-
ings. In some instances, it has become a factor in
generating over-supply, aggravating the effect on prices
of weak demand. The sharp declines in commodity
prices consequent thereon have resulted in losses of ear-
nings, compounding the financial constraints. The least
developed countries have been particularly affected in
this regard.

19. Attempts to expand export earnings have also
been hampered in the agricultural sector and in many in-
dustries because the erosion of muliilateral discipline

has permitted the rise of protectionism, particularly of
the non-tariff, selective and discriminatory form,
restricting market access.

20. Inboth these cases, the constraints on the ability
of developing countries to increase their export revenues
have further impaired their debt-servicing capacity. The
resulting aggravation of the debt problem has, in turn,
increased the calls on the resources of the multitateral
financial institutions for meeting the financing needs of
developing countries, in view of the slowness of the
commercial banking sector to renew voluntary lending
to these countries.

21. Close interlinkages have also become apparent
between the economy, population and the natural en-
vironment. The degradation of this environment
associated with persistent poverty is being further
worsened by the financial pressures on developing coun-
tries, which have led to the over-exploitation of natural
resources and reductions in environmmental programmes,
Recognition is, however, growing that such degradation
can be halted and reversed only by ecologically sus-
tainable growth and by integrating environmental fac-
tors in development programmes.

22. Current economic performance in  some
developed and developing countries as well as the im-
batances which characterize the world economy suggest
that the responsibilities and opportunities inherent in in-
terdependence have been inadequately addressed by na-
tional and international policies.

23. Indications have been given by the developed
market-economy countries that they have a responsi-
bility to ensure a better environment for the growth and
exports of developing countries, primarily by fostering
vigorous economies in an open multilateral trading
system, correcting massive current-account imbalances,
and achieving greater stability in exchange rates. Im-
proved and sustained growth in the developing countries
can, in turn, have a substantial positive impact on
growth in the developed countries, In this regard, a
number of developing countries now play an increasing
role in the world economy by virtue of the strong
growth in their industrial production, exports of
manufactures and import capacity.

24. Recent positive developments have included the
broad acceptance of the need for support of growth-
oriented adjustment in the developing countries, the
successive commitments to macro-economic policy co-
ordination by the seven major developed market-
economy countries, the latest of which was made at
their most recent summit meeting; the declaration by the
socialist countries of Bastern Europe on ways and
means to resolve global economic problems and over-
comeé underdevelopment through multilateral co-
operation; the recent decision by the Government of
Japan to channel a portion of that country’s external
surplus to developing countries; the movement towards
more co-ordinated and longer-term debt rescheduling in
the context of the Paris Club; the launching of the
Uruguay Round of multilateral trade negotiations; the
new impetus to the process of entry-into-force of the
Agreement Establishing the Common Fund for Com-
modities; the initiation of negotiations on a Global
System of Trade Preferences among Developing Coun-
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tries; and the adoption of the United Nations Pro-
gramine of Action for African Economic Recovery and
Development 1986-1990, envisaging measures by both
the African countries and the international community.
These developments were welcomed as evidence of a
growing consensus that the revitalization of develop-
ment, growth and international trade in an increasingly
interdependent world is a common objective which re-
guires continued co-operative efforts within a multi-
lateral framework involving all States,

Implications for policy

25, Drawing upon these findings, the Conference
considered their implications, and reached a number of
general policy conclusions, These constitute a basis for
continuing action by Governments, individually and
collectively, and in the competent international
organizations, in pursuit of the objective of revitalizing
development, growth and international trade. If this ob-
jective is to be attained, Governmenis need to improve
their capacities to manage the interrelationships among
different economies and the interlinkages beiween
various sectors and issues.

26. Thus, a reactivation of the development process
in the developing countries, whose markets now absorb
more than a quarter of the exports of the developed
market-economy countries, would contribute to non-
inflationary growth, employment and structural adjust-
ment in the latter group of countries. It would in ad-
dition enhance the capacity of the indebted developing
countries to meet their debt-service obligations to
creditors in the developed market-economy countries.
Faster growth and non-discriminatory trade liberaliza-
tion in these countries would boost the economies of
developing countries through strengthened commodity
prices, improved market access and enlarged financial
flows, The same processes would also support the ef-
forts of the socialist countries of Eastern Europe to
achieve trade-oriented growth, while the closer iniegra-
tion of these countries in international economic inter-
change would, in turn, contribute to global growth and
stability,

27. If both national and international policies were
growth-oriented and mutually reinforcing, in-
terdependence would, in contrast to the experiences of
the recent past, be a vehicle for transmitting and
cumulating positive impulses. This implies the accep-
tance of joint responsibility to take convergent action.
Such responsibility rests on all countries, collectively
and individually, with each country contributing to the
common objective in accordance with its capacities and
weight in the world economy. At the same time, a
shared approach to internationally agreed objectives
must not involve any attempt to impose 2 unique model
of national economic management for adoption by all
countries. Account would need to be taken of the diver-
sity of national objectives, of specific problems, of ex-
perience and of capacity to respond 1o changes in the ex-
ternal environment. In this context, the fundamental
principle was stressed that each country has the primary
responsibility for its own socio-economic and political
development, and the right to adopt the economic,

social and political systems which it considers most ap-
propriate.

28. The Conference emphasized that the Charter of
the United Nations provided a basis for the conduct of
relations among States in a manner that would promote
the shared objectives of revitalizing development,
growth and international trade in a more predictable
and supportive environment through multilateral co-
operation and thus also promote peace, security and
stability. In a climate of greater security there would be
increased opportunities for diverting resources from ex-
penditures on armaments towards more socially produc-
tive uses, including development finance.

29. The Conference agreed that mutual benefit,
common interest, equality, non-discrimination and col-
lective responsibility, as well as recognition of the diver-
sity of national paths to development, could be the basis
of a constructive and action-oriented dialogue which
would instil new strength into multilateral co-operation
for development. In a particular conjuncture, such a
dialogue would have to pay due regard to cyclical and
structural trends and incorporate both international
dimensions and the interactions between those dimen-
sions and national factors and policies. It would also
have to take into account the interrelationships between
short-, medium- and long-term problems and solutions.

30. In the light of the foregoing considerations, the
Conference reached a broad understanding on the need
for:

(@) All countries to implement national and interna-
tional policy measures to improve the epvironment for
accelerated and sustainable development;

and in that context for:

(b} Major market-economy countries

(i) To adopt co-ordinated policies to promote
stable, sustainable, non-inflationary growth,
consistent with their declared aims;

(i) To enhance the positive impact on development
of measures to deal with their mutual im-
balances;

(iii) To strengthen mechanisms for the ongoing pro-
cess of multilateral surveillance of economic
policies;

{¢) Developed market-economy

socialist countries of Eastern Europe:

(i) To contribute to the strengthening of the produc-
tion potential of developing countries, to im-
prove access for imports from those couniries
and to undertake the consequential structural
adjustments in agriculture and industry, where
appropriate;

(i} To enhance the flow of public and private
resources and to intensify economic assistance to
developing countries, bearing in mind their par-
ticular resource needs: those of the poorer coun-
tries, notably the least developed countries and
other countries in sub-Saharan Africa, those of
the commodity-dependent countries and those of
the heavily indebted countries;

{d) Developing countries, in fulfilment of their
primary responsibility for their own development and in

countries and
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accordance with their respective national objectives and
priorities:

(i) To strengthen policies and measures to mobilize
domestic financial and human resources, in-
cluding indigenous private capital and en-
treprencurship;

(ii) To provide a suitable policy environment for ex-
ternal financial resources, public and private, as
appropriate;

(iii)) To improve further the effectiveness of domestic
and external resource use;

(iv) To continue to improve their mutual economic
co-operation in pursuance of the objectives of
national and collective self-reliance;

(v) To promote the development of human
resources, in order to utilize their capacities most
effectively.

31, The Conference also agreed that this under-
standing would need to be complemented by co-
operation among all countries to improve the systems,

structures and arrangements which underpin interna-
tional economic relations, particularly in the inter-
related areas of money, finance and trade, making them
more supporiive of development and observing provi-
sions related to differential and more favourable treat-
ment for developing countries in trade. Although
divergences remain concerning the modalities for such
co-operation, it was nevertheless recognized that such
matters should remain on the active agenda of the com-
petent international forums, including UNCTAD.

32. The Conference noted that many UNCTAD
members proposed an international conference on
money and finance for development with universal par-
ticipation, with the aim of evolving a stable, effective
and equitable monetary system. Other members did not
agree to the need for such a conference and indicated
that these issues were being, and should continue to be,
dealt with satisfactorily in the Interim Committee of the
International Monetary Fund and the Development
Committee of the World Bank and IMF.

II. Policies and measures

33. In the context of the foregoing assessment and
general policy conclusions and of the unifying theme of
its agenda, the Conference reviewed key issues arising in
the four areas listed in its agenda. The Conference
agreed upon the need for a number of policy approaches
and concrete measures in those areas, bearing in mind
the interrelationships among those areas and among the
policies and measures envisaged. This agreement is ex-
pressed in the following text, the elements of which are
addressed, as appropriate, to Govermmentis, to the in-
tergovernmental bodies of UNCTAD and its Secretary-
General, and to other international institutions.

A. Resources for development, including financial,
and related monetary questions

INTRODUCTION

34, The stringency of external resources for many
developing countries in recent years has posed difficult
challenges for both multilateral co-operation and
domestic economic management. The main challenges
are: the debt problem; the adequacy of external finan-
cial resources; the mobilization of domestic savings and
human resources; and the related monetary questions,

35. Net resource inflows to developing countries
have declined steeply since 1982, Commercial bank
loans and net export credits have contracted sharply.
Official development assistance flows have stagnated
in real terms, though net disbursements of ODA by
developed countries as a whole have advanced
maoderately. Many donors continue o remain below the
target of 0.7 per cent of gross national product, as
adopted. Foreign direct investment flows have fluc-
tuated and remain at present depressed. Multilateral
development finance has grown modestly. For many
countries, net drawings from the International
Monetary Fund have dropped sharply, to the extent that

IMF is currently a net recipient of resources from
developing countries as a whole.

36. Many developing countries, particularly those
having high debt-service ratios, have experienced a
severe reduction of resources available for development.
This has contributed to the reversal of economic and
social progress in a number of countries, and to a slow-
ing down of growth in the world economy,

37. The objective of adjustment with growth can be
realized only if all the parties concerned discharge their
responsibilities. Such a process requires restoring
economic activity in developing countries which will in
turn enhance their ability to service debt. It also requires
greater flows of external resources to developing coun-
tries, as investment and import volumes need to grow,

38. There has been an evolving response of the
international community to the debt problem, It
recognizes the shared responsibility of the main parties
concerned (developing debtor couniries, developed
creditor countries, private and muitilateral financial in-
stitutions). The developed countries have the respon-
sibility to help create a favourable economic environ-
ment through, infer alig, the promotion of growth and
the expansion of trade. In the context of a favourable
international economic and trade environment, the
main elements are: the pursuit of programmes of
economic adjustment and structural reform by develop-
ing countries, the enhancement of lending by
multilateral and international financial institutions, par-
ticularly the World Bank, and the provision of external
private financial flows in volume and terms appropriate
to support the adjustment and reform efforts of
developing countries, while promoting the growth of
their economies.

39. The debt problems of both those developing
countries with lower per capita income, whose debt is
mainly on concessional terms and largely with official
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creditors, and those with higher per capita income,
whose debt is mainly on market terms and largely with
commercial creditors, are being addressed.

40, There has been some resumption of growth, cor-
rection of imbalances and progress in restoring the flow
of resources to some countries. Many developing coun-
tries have made far-reaching changes in their macro-
economic and structural policies. In a number of cases,
notable achievements have been recorded. However, the
costs of adjustment have been heavy, and many coun-
tries with debt-servicing difficulties have yet to achieve a
satisfactory growth momentum or recover their credit-
worthiness. Several debtor countries are experiencing
interest payments on accumulated loans that are larger
than net financial transfers through net new lending, In-
creased private financial flows have failed until now to
materialize. Although debt-restructuring agreements
have been concluded on a significant scale, with the in-
volvement of international financial institutions, new
financial inflows have been modest, and the external
economic environment has improved little.

41. With regard to official development finance,
certain efforts have been made by the international
community to increase its volume, including the
establishment of the World Bank Special Facility for
sub-Saharan Africa; the agreement on the Eighth
Replenishment of the International Development
Association, although the amounts invelved represent
virtually no increase in real terms as compared to the
combined resources of the Seventh Replenishment of
IDA and the Special Facility for sub-Saharan Africa;
the commitment by developed countries to mobilize ad-
ditional resources for Africa in the context of the United
Nations Programme of Action for African Economic
Recovery and Development 1986-1990; and the setting
up of the IMF Structural Adjustment Facility. Certain
donor countries have taken steps to increase their con-
tribution to development finance and improve its term
and effectiveness,

42, The financing of development also requires
enhanced mobilization of domestic financial and human
resources. In some countries, current efforts to expand
domestic savings and to improve the quality of invest-
ment in physical and human capital need to be increased
and complemented by an improved external environ-
meni.

43. Finally, related monetary issues, especially with
regard to multilateral surveillance, exchange rates, in-
terest rates and liquidity needs of developing countries,
have an important role to play in the concerted efforts
towards revitalizing the development process.

1. DEBT PROBLEMS

44, The debt crisis is complex and an equitable,
durable and mutually agreed solution will be reached
only by an approach based on development, within the
framework of an integrated, co-operative, growth-
oriented strategy that takes into account the particular
circumstances of each country. The response to the debt
crisis should continue to evolve, through continuous
dialogue and shared responsibility, and the strategy
should be implemented with flexibility in an environ-
ment of strengthened international co-operation, bear-

ing in mind General Assembly resolution 41/202 of
8 December 1986. To that end:

(@) The various parties should co-ordinate their
respective contributions in the context of medium-term
development policies and programmes oriented towards
adjustment and growth formulated by the country.
Such programmes should examine the country’s invest-
ment requirements and take into account important
relevant factors of debi-servicing capacity, such as
prospective export earnings, terms of trade, import
requirements, GDP growth, and volume and terms of
likely future financial flows;

() Policy advice should take into account the
economic, political and social characteristics and needs
of the country;

{¢) Maturity, grace and, as appropriate, consolida-
tion periods in official debt-restructuring arrangements
should be tailored to the individual circumstances of in-
dividual countries, with due regard to the need to accord
Governments and enterprises an adequate planning
horizon. It is also desirable that consolidation, maturity
and grace periods in private debt-restructuring ar-
rangements should also be tailored te that end. Due
consideration should be given to unforeseen changes in
the country’s external payments due to factors beyond
its control;

{d) 1t is essential for debtor developing countries to
pursue and intensify their efforts to raise savings and in-
vestment, reduce inflation and improve efficiency, tak-
ing into account their own individual characteristics and
the vulnerability of the poorer sirata;

{e) It is essential that external financing from official
and private sources be increased on appropriate terms
and conditions in support of these efforts;

(/) It is essential for the international economic en-
vironment to be made more stable and predictable in
support of growth through efforts by the major market-
economy countries, including strengthened muitilateral
surveillance, aimed at correcting existing external and
fiscal imbalances, promoting non-inflationary sus-
tainable growth, lowering real rates of interest, and
making exchange rates more stable and markets more
accessible;

{g) In view of the debt burden, it will be necessary to
work out, in appropriate cases, judicious combinations
of measures designed to reduce it. Debi-equity swaps
and other non-debi-creating flows have a role to play.
A further widening of the range of options needs to be
explored and developed in terms of realistic and effec-
tive instruments including those devised by banks and
debtors to take advantage of discounts prevailing in
secondary markets;

() Commercial banks of developed countries should
be encouraged, in accordance with the policies and pro-
cedures of those countries, to apply flexibility in debt-
restructuring operations and in providing new loans to
indebted nations, as well as in taking innovative
measures according to individual circumstances;

() Export credit agencies should be flexible regarding
early resumption or increases in cover for developing
countries in support of their adjustment programmes;

(/) Terms and conditions of rescheduling operations
should continue to be based on the realistic assessment
of the financial situation of individual countries;
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(k) The debt-service burden of the poorest countries,
primarily in sub-Saharan Africa, that are undertaking
adjustment effort should be eased by longer repayments
and grace periods, especially in the Paris Club. Con-
sideration should also be given to the possibility of
applying lower interest rates to their existing debt;

(D In respect of the ODA debt of poorer developing
countries, developed donor countries which have not yet
done so should implement in full Trade and Develop-
ment Board resolution 165 (S-1X) of 11 March 1978;

(m) It is recognized that the problems of the poorer
countries in sub-Saharan Africa are uniquely difficult
and need special treatment. It is also recognized that,
in dealing with Africa’s external indebtedness, the
magnitude and the servicing of its debt constitute a
severe and continuing burden which restricts its
economic recovery and long-term development; the
international community, particularly the donor
developed countries, reaffirms its agreement to adopt
concrete measures, and the importance of increasing
urgently ODA to Africa in accordance with the provi-
sions of the United Nations Programme of Action for
African Economic Recovery and Development
1986-1990.¢

45. The Conference took note of the proposal of the
Group of 24 endorsed by the Group of 77 to establish,
within the Interim and Development Commitiees, a
Committee of Ministers from developing and developed
countries to take up the examination of the debt prob-
lem, including specific solutions for low income coun-
tries, particularly those in sub-Saharan Africa, and
recommend appropriate measures. The Conference also
noted the view of a number of participants that con-
sideration of these important issues continues to remain
under ceonstructive discussion at the ministerial level
within the Interim and Development Committees. They
strongly encouraged the efforts within these Commit-
tees on the existing basis. The Conference also noted the
view of other participants that an effective and
equitable solution of the debt problem could be found
only in the framework of a universal forum.

46. Some debior developing countries are at present
making interest and service payments that exceed net
new lending to them. The objective of the co-operative
debt strategy is to produce a situation where, in support
of the process of structural adjustment, domestic
resources and external resources {facilitated, inter alia,
through export earnings, new financial flows and/or
debt rearrangements) are sufficient to finance the coun-
try’s import and investment requirements, in order to
assist the country to reach on a sustainable basis its
growth and development potential.

2. RESOURCES FOR DEVELOPMENT

{a) External resources for development

47. ODA will centinue to play an important role for
a large number of developing countries, especiaily for
poorer and least developed countries. In compliance
with the recommendations of the IMF/World Bank
Development Committee’s Task Force on concessional
flows, developed countries should renew and make

* General Assembly reselution S-13/2 of 1 June 1986, annex.

more effective their efforts to achieve, as quickly as
possible, the internationally agreed target of 0.7 per cent
of gross national product for total ODA and the targets
for ODA directed towards the least developed countries
as adopted in the Substantial New Programme of Ac-
tion for the 1980s for the Least Developed Countries’
and the International Development Strategy for the
Third United MNations Development Decade.® At the
same time, donor and recipient countries should
together seek to ensure that aid is fully supportive of
development efforts and that aid effectiveness is
strengthened, inter alia, through improved co-
ordination.

48. Multilateral financial institutions should play a
central and growing role in supporting the growth and
adjustment process, by providing both concessional and
non-concessional finance and catalysing additional
private capital flows. These institutions should be
strengthened by endowing them with adequate resources
and instruments to fulfil their tasks. Members of the
World Bank should support a substantial and early
general increase of its capital when needed to support
quality lending and to enable the Bank to meet the in-
creased needs for external resources of developing coun-
tries for adjustment and investment and for maintaining
net lending at a reasonable level. Donors should meet
expeditiously their commitments to the Eighth
Replenishment of IDA and ensure that terms and con-
ditions of IDA credits remain highly concessional,

49. Regional development banks and funds also
need to be strengthened. They have an important role to
play in support of development, invesiment and growth
in developing countries. The resources of these regional
development institutions should be maintained at ad-
equate levels and reviewed as necessary. In particular,
negotiations on a capital increase of the Inter-American
Development Bank and a replenishment of the African
Development Fund should be concluded as soon as
possible.

50. All countries are called upon to participate ac-
tively in the future negotiations on the third replenish-
ment of the International Fund for Agricultural
Development and all contributors to the Fund are urged
to make additional efforts to contribute to the Fund
with a view to ensuring the highest possible level of
resources while preserving the institution and its unique
structure.

51. The conditionality criteria of international
financial institutions should take into account, among
other things, adverse changes in the external environ-
ment which affect the prospects for achieving necessary
adjustment with adequate rates of growth and for pro-
tecting the poor segments of the population, as well as
the necessary resources for development and the periods
required for adjustment with growth. Increased co-
operation between IMF, the World Bank and other
multilateral financial institutions is welcomed but
should not lead to cross-conditionality.

" Report of the United Nations Conference on the Least Developed
Countries, Paris, I-14 September 1981 (United Nations publication,
Sales No. E.82.1.8), part one, sect. A.

* General Assembly resolution 35/56 of 5 December 1980, annex.
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52. Developed countries should effectively mobilize
additional resources for Africa, in accordance with the
commitments undertaken in the context of the United
Nations Programme of Action for African Economic
Recovery and Development 1986-1990.,

53. Concern is expressed about the plight of low in-
come countries and in this connection it is recognized
that implementation of major reforms in these countries
needs to be accompanied by additional financing on
concessional terms. The Managing Director of IMF has
proposed a tripling of the resources of the Structural
Adjustment Facility. A significant increase in such
resources over the three years from 1 January 1988
would be welcomed. It is urged that a conclusion of
discussions on this proposal be reached by the end
of 1987,

54. Both developed and developing countries should
explore ways and means to encourage private capital
flows to developing countries. Flows fostered through
non-debt-creating instruments are particularly welcome,
Foreign direct investment should be encouraged by the
promotion of such flows by developed countries, and by
improving as necessary the environment for investment
in host countries, in accordance with their national
policies and legislations, and development priorities.
Governments of developed countries should encourage
the revival of bank lending, in accordance with the prac-
tices and procedures in the developed countries con-
cerned. Policies regarding export credits should allow
such credits to make a meaningful contribution to the
financing of investment programmes, under suitable
terms and conditions.

55, Negotiations on the elaboration of the code of
conduct on transnational corporations should be com-
pleted as soon as possible.

56. Continued efforts are needed to foster the flows
of resources from developed to developing countries.
The recent initiative of the Japanese Government to in-
crease the transfer of financial resources to developing
countries is welcomed. It is hoped that all developed
countries will take appropriate steps to increase overall
financial flows to developing countries.

57. The Conference notes with interest the proposal
of the Japanese Government for establishing an in-
dependent high-level group of wise persons, with the
support of interested countries and relevant interna-
tional organizations, to examine ways and means to en-
courage the flow of financial resources to developing
countries,

(b} Domestic resources for development, including
non-financial resources

58. The future financing of development requires
both higher flows of external finance and enhanced
domestic resource mobilization, Domestic savings re-
main an essential means of financing development,
Many developing countries have embarked upon
rigorous programmes to expand domestic savings and
increase the efficiency of investment. However, their
capacity to save has been depresssed by external factors.
Their efforts would be enhanced by an improved ex-

ternal environment with increased financial flows to
developing countries, reduced debt service and im-
proved terms of trade,

59. Growth of per capita incomes is necessary for
increasing domestic savings. In many developing coun-
tries per capita consumption has been depressed; in
some the declines have endangered social peace.
Another important factor for increasing domestic sav-
ings is restoration of financial stability. However,
domestic financial stability is difficult to attain when the
external financial situation remains seriously disrupted.

60. In many countries, increased efforts are needed
to improve the mobilization and use of domestic savings
through, inter alia, ensuring an appropriate return to
savers, as well as by strengthening the institutions and
instruments for investment finance. In the same con-
text, increased attention needs to be given to the quality
of investment in the public as well as private sectors, s0
that due weight is given to projects that promise the
highest pay-off, infer alia, in terms of foreign-exchange
carnings or savings. Finally, fiscal disciplines require
close attention in a number of developing countries,
with a view to raising savings and investment in the
public sector from their currently depressed levels. This
may often call for a strengthening of public sector
finances, increased investment in human resources and
physical infrastructure, and other necessary measures.

61. Although such measures help to improve the
mobilization of domestic resources in developing coun-
tries, they take time to bear fruit; their effectiveness will
be enhanced by an improved external environment,

62. The fulftlment of human potential and the pro-
motion of human well-being are the uitimate goals of
the development process. In this context it is essential to
mobilize fully human resources, recognizing, in par-
ticular, the role of women and the need to integrate
women and development issues, Human resource
development will lead to improvements in labour pro-
ductivity, which depends on, among others, a series of
factors, such as nutrition, health, housing, education,
environment and quality of management. Qualified na-
tional specialists should be fully used as an important
factor of social and economic development in develop-
ing countries.

63. A very large number of developing countries
have made substantial progress in securing the full and
effective participation of all strata of the population in
the development process, in enhancing education,
reducing illiteracy and improving the provision of social
services, However, many developing countries have
recently experienced a deterioration in several of the
factors influencing the development of the human
potential, as a consequence of cuts in government ex-
penditures on health, education, and other basic social
services, made necessary by their worsened economic
situation,

64. Development of human resources in developing
countries is primarily their responsibility. Developed
countries are ready to support their efforts by pro-
viding, in particular, necessary financial and technical
assistance through bilateral and multilateral channels.
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(c) Monetary questions as related to resources for
development, including financial resources

65. A stable international monetary environment is
essential to foster global economic growth required to
address effectively debt and development problems.
Polices in the areas of debt and resources are more ef-
fective when supported by appropriate fiscal and
monetary policies.

66. The balance-of-payments problems of develop-
ing countries are related to resource availability and use,
exchange rates and policies, and the level of reserves.
Difficult monetary and exchange rate reforms and
policy adjustments have been made by many developing
countries aimed at achieving a sustainable balance-of-
payments pattern. Adequate availability of inter-
national liquidity is important for sustainable non-
inflationary economic growth of the world economy, in-
cluding the growth of developing countries. In this con-
text the question of international liguidity must be kept
under permanent review under the auspices of IMF.

67. Volatile exchange rates in the major market
economies have contributed to economic imbalances in
these countries and to uncertainty in international trade,
investment and economic growth, and to the intensifica-
tion of protectionism. A stable exchange-rate environ-
ment is conducive to balanced trade, investment and an
open muitilateral trade system. Co-operative efforts
are being undertaken by Governments of countries with
major currencies and aimed at promoting orderly
behaviour and stability of exchange rates. Co-operation
to stabilize exchange rates and promote growth should
continue to be worked out in the context of streng-
thened multilateral surveillance with the assistance of
IMF, in conformity with the growth objectives provided
for in article | of its Articles of Agreement and taking
into account trade and capital flows as well as fiscal
balance.

68. International interest rates remain high in real
terms, affecting investment and growth both in
developed and developing countries. Governments’ ef-
forts in economic and fiscal policies and in the correc-
tion of external and domestic imbalances, particularly
of major market economies, are helping to create an en-
vironment for a further decline in interest rates.
A decline in interest rates, keeping in mind sustainable
non-inflationary growth objectives, would help
stimulate economic activity further in both developed
and developing countries,

69, The continued examination within IMF of the
question of allocation and functioning of special draw-
ing rights with a view to enhancing their attractiveness
as a reserve asset is welcomed. Most States members of
UNCTAD reiterated the view that there is a long-term
global need to supplement existing reserve assets on a
continuous basis and that many countries have a need
for reserve supplementation. They asked that IMF
should agree on a new subsiantial special drawing right
allocation. They stressed the costs and risks to the effi-
cient funciioning of the international monetary system
of building reserve holdings through borrowing on in-
ternational credit markets or through current-account
surplus. Other States members, however, continue to
believe that the condition for special drawing right

allocation, that is, the existence of a long-term global
need, had not been demonstrated.

B. Commodities

INTRODUCTION

70. Commoeodity prices in real terms are on the whole
at their lowest level for half a century and over the short
and medium term a major sustained improvement is not
expected. The present situation has adversely affected,
in varying degrees, all producing countries. Developing
countries heavily dependent on exports of commodities
have been particularly severely affected. In these coun-
tries the sharp declines in prices of commodities have
resulted in losses in earnings, decline in capital invest-
ment and, in many of them, the accumulation of debt.

71. A complex interplay of factors has affected de-
mand and supply and contributed to the downward
pressure on prices. Such factors, which vary in their im-
pact from one commodity to another, and from one
country to another, are short, medium and long term in
their origin and are induced by cyclical and structural
factors, as well as by government policies. Among these
various factors are moderaie economic growth; fluc-
tuating exchange and interest rates; the less intensive use
of some commodities as a result of technological
change, including recycling and the use of synthetiics
and substitutes; concentration of growth in recent years
in sectors such as services and electronics in developed
countries; increased productivity; support measures en-
couraging increased production and exports; protec-
tionism; and the declining role of comparative advan-
tage in primary agricultural products, minerals and
metals.

72. As a result, changes have occurred in the pat-
terns of production, consumption and trade. The share
of non-fuel commodities in world trade in relation to
world trade in manufactures has been following a
declining trend. Developing countries’ share in total im-
ports of non-fuel commodities has been increasing;
nevertheless, this increase has been concentrated in only
a small number of developing countries. In addition,
there has been an increase in the local processing of
some commodities in some developing countries, but
for a large number of them little or no progress has been
made.

73. In view of this situation, there is a need to seek
lasting solutions to deal effectively with the short-,
medium- and long-term problems in the commodiiies
area, and the Conference recognized that international
co-operation between producers and consumers is
necessary for the achievement of these objectives and
should be strengthened. To this end, the Conference
reafirms the validity of its resolution 93 (IV) of 30 May
1976 and calls for the implementation of, inter alia,
policies and measures as agreed helow.

1. INTERNATIONAL COMMODITY AGREEMENTS/ARRANGE-
MENTS IN THE LIGHT OF THE WORLD COMMODITY SITUATION
AND THE SITUATION OF INDIVIDUAL COMMODITIES

74. The Conference recognized the need for a better
functioning of commeodity markets and the desirability
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of achieving stable and more predictable conditions in
commodity trade, including the avoidance of excessive
price fluctuations and the search for long-term solutions
to commodity problems.

75. In this respect, there was agreement that, where
appropriate and feasible, producer-consumer consulta-
tions and co-operation should be enhanced, streng-
thened or established. The Conference highlighted that
there had been a long experience with international
commodity agreements as a mechanism for greater
stability and predictability in commodity markets. The
adoption of Conference resolution 93 (IV) in Nairobi
with its integrated approach to commodity problems
had added a new dimension and scope to the work on
international commodity agreements. Decision 23 (XI)
of the Committee on Commodities® provides additional
clements geared towards achieving a more effective
functioning of international commeodity agreements.

76. The Conference agreed that the operation and
functioning of existing commodity agreements should
be improved. The negotiation of new international com-
modity agreements or arrangements should cover the
conclusion of agreements or arrangements containing,
as appropriate, economic provisions, or developmental
measures, or measures to improve market (ransparency,
or a combination of such provisions and measures. Such
agreements or arrangements should also receive the par-
ticipation of as many important producing and consum-
ing countries as possible.

77. The Conference also agreed to request the
Secretary-General of UNCTAD to convene or to
resume, in accordance with the results of comprehensive
consultations with producers and consumers, ad hoc
review meetings and/or preparatory meetings on in-
dividual commaodities which are not covered by interna-
tional commodity agreements/arrangements and which
are included in the indicative list of resolution 93 (IV).
Following these consultations, an appropriate schedule
of meetings shall be prepared by the Secretary-General
of UNCTAD for these purposes, for implementation by
1990 as far as possible,

78. Such meetings would, in the light of Conference
resolution 93 (IV) and decision 23 (XI} of the Commit-

tee on Commodities and taking into account the par-.

ticular characteristics and situation of each individual
commodity, decide on the appropriate international ac-
tion needed to solve the problems faced by these com-
modities in international markets.

2. Tug CommoN Funp For COMMODITIES

79. The Conference noted that the prospects for the
entry into force of the Agreement Establishing the Com-
mon Fund for Commodities'? in the near future had im-
proved with additional signatures and ratifications. The
entry into force of the Common Fund Agreement might
further the conclusion of international commedity
agreements with economic provisions. A number of
developmental programmes on individual commodities

* See Official Records of the Trade and Development Board,
Thirty-second Sessior, Supplement No. 4 (TD/B/1085), annex [,

'* United Nations publication, Sales No. E.81.11.1>.8 and corrigen-
dum,

have already been approved or considered by producers
and consumers for possible financing under the Second
Account of the Common Fund.

80. It was urged that countries which had not taken
action to sign the Agreement Establishing the Common
Fund for Commodities and/or to deposit the necessary
instruments of ratification, acceptance or approval
should do 50 in the near future and that, once the eniry-
into-force conditions are met, efforts should be made as
soon as possible by parties to the Agreement to ensure
that the Common Fund is made operational.

3. DIVERSIFICATION, PROCESSING, MARKETING
AND DISTRIBUTION

81. The Conference recognized that for most
developing countries horizontal and vertical diversifica-
tion of their economies, as well as increased participa-
tion in the processing, marketing and distribution, in-
cluding transportation, of their commodities, is a long-
term development objective towards which interna-
tional co-operation between producers and consumers
should be intensified.

82. The Conference noted that decisions on diver-
sification are primarily the responsibility of developing
countries, International assistance should be directed to
viable diversification programmes within a broad
economic policy framework and in a context of growth-
oriented structural adjustment. Full account should be
taken of the developmental objectives of each country
and of dynamic comparative advantage considerations.
In this context, an adequate expansion of official
bilateral and multilateral resources, as well as private
resources, including private investment, was called for
to finance appropriate diversification projects and pro-
grammes, possibly through special facilities for this pur-
pose. Diversification can help reduce vulnerability to
changing market conditions and instability in commod-
ity export earnings. The Conference also recognized the
linkage between diversification efforts and market ac-
cess conditions.

83. The Conference agreed on the need for adequate
financial resources to implement diversification pro-
grammes, including processing, marketing and distribu-
tion activities.

84. Such medium-term and long-term financing
should be complemented with technical assistance for
the implementation of these programmes as well as for
feasibility studies and infrastructural developments.

85. The Conference agreed that UNCTAD should
assist in diversification as well as processing, marketing
and distribution programmes, including the improve-
ment of information flows to aid investment decisions,
and technical co-operation projects and programmes,
particularly for human resources development. It also
agreed that the Working Party on Processing,
Marketing and Distribution, including Transportation,
of the Committee on Commodities, should continue to
meet to pursue its work in the light of the orientations
described above. Full support should be given to the In-
ternational Trade Centre UNCTAD/GATT in the areas
of market research, market development and promotion
including training in the commodities field.
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4. ACCESS TO MARKETS

86. The Conference noted that the Uruguay Round
is an important opportunity to strengthen the
multilateral trading system, to halt and reverse protec-
tionism, to remove distortions to trade and thus to
make, inter alia, a significant contribution to improve
access to markets.

87. Achievement of these objectives will be impor-
tant for improving the conditions for trade in com-
modities. In this respect, the Uruguay Round has de-
fined objectives for negotiations in the areas of tropical
products, natural resource-based products and
agriculture. These objectives, and the general principles
governing the negotiations as contained in part I, sec-
tion B, paragraphs (i) to (vii), of the Ministerial
Declaration on the Uruguay Round,'*' were underscored
by the Conference.

88. The Conference aiso emphasized that greater
market transparency is a factor in improving access to
markets.

89. It was noted that technical assistance referred to
in section C, subparagraph 105 (9) below, would also
extend to the sectors referred to above. It was agreed
that the UNCTAD secretariat should continue, under its
existing mandates, to undertake analyses of issues
relating to access io markets as they affect commodities.

5. COMPENSATORY FINANCING

90. The Conference recognized that commodity-
related shortfalls in export earnings of developing coun-
tries were an important obstacle to their development
efforts,

91. The need for strengthening and improving the
existing Compensatory Financing Facility of IMF so as
to facilitate increased drawings and broaden its
coverage on concessional terms and more favourable
conditions and to overcome its operational difficulties
and rigidities, including access limitations, was stressed
by developing countries. They also stressed the need for
an additional facility because of the limited scope of the
existing facilities. Therefore, in their view, the ongoing
programme of work in UNCTAD aimed at establishing
an additional facility to compensate developing coun-
tries for their shortfalls in commeodity export earnings
should be positively concluded. They recognized the
value of existing arrangements in this field, such as the
ACP-EEC Stabex,'* and highlighted the desirability
of other industrialized countries introducing other
schemes.

92, The developed market-economy countries re-
ferred to the current review of the IMF-CFF, whose oui-
come was awaited. The view was expressed concerning
the necessity of reconciling the short-term impact of
compensatory financing with the long-term re-

" GATT, Basic Instruments and Selected Documents, Thirty-third
Supplement (Sales No. GATT/1987-1), p. 19.

2 System of siabilization of export earnings established by the first
Lomé Convention, concluded between the EEC and 46 ACP States on
28 February 1975, and reinforced by the second ACP-EEC Conven-
tion, concluded between the EEC and 58 ACP States on 31 October
1979 {see QOifficial Journal of the European Communities, vol, 23,
No, L 347 (22 December 1950)).

quirements of commodity sectors in the context of
overall development. Among them, the view was also
expressed that export earnings shortfalls are essentially
a short-term balance-of-payments issue, outside UNC-
TAD’s operational mandate. Where balance-of-
paymenis problems occur, they should be dealt with irn
toto, rather than on a commodity-specific basis through
the existing competent international organizations. This
approach minimizes distortive effects caused by ad-
dressing the symptoms of export earnings instability
rather than their causes. On the other hand, others
among them expressed the view that compensatory
financing could be commodity-related and contribute to
diversification in the area of commodities.

93. The Intergovernmental Group of Experts on the
Compensatory Financing of Export Barnings Shortfalls
is requested to take into account the implications of ex-
port earnings shortfalls and, when making its recom-
mendations, to consider the various institutional op-
tions, bearing in mind the balance-of-payments and/or
commodity-related approaches,

6. SYNTHETICS AND SUBSTITUTES

94, The Conference recognized that this subject
could be dealt with in a broader developmental context.
It agreed that the programmes or actions should be
focused towards improving the competitiveness of
natural products with respect to synthetics and
substitutes.

95. Technical and financial support should be ex-
tended towards this end, In this respect research and
development activities, the identification of new end
uses, improving the quality of natural products, market
promotion and transfer of technologies, were men-
tioned.

96. The need for greater transparency in the
markets of synthetics and substitutes as well as the
beneficial effects of trade liberalization of natural
products, both in raw and processed forms, were also
highlighted.

7. DiSPGSAL OF NON-COMMERCIAL STOCKS

97. The Conference underlined that disposal of
non-commercial stocks should not disrupt commodity
markets and shouid be done in consultation with pro-
ducers, and where appropriate, commodity organiza-
tions, bearing in mind Conference resolutien 155 (VI) of
2 July 1983, paragraph 14, and decision 4 (V) of 17 July
1970,* and decision 23 (XI)," paragraph 8, of the Com-
mittee on Commodities.

98. The Conference took note of the proposal of
developing countries for an international code of con-
duct to halt the prevailing adverse effects on commeodity
markets, It also noted that guidelines on disposal also
exist in GATT and FAO,

99. The Conference agreed that the situation of
disposal of non-commercial stocks should be reviewed
in the light of UNCTAD’s mandates.

“See Official Records of the Trade and Development Board, Tenth
Session, Supplement No. 3 (TD/B/317), annex 1.

'* See footnote 9.
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C. International trade

INTRODUCTION

100, The Conference has carried out extensive
discussions on a wide range of international trade
issues, as folows: (i) protectionism and structural ad-
justment, market access and policies affecting trade;
(ii) systemic issues of international trade; (iii} enhance-
ment of trade prospects for developing countries:
technical assistance; and the Uruguay Round of
multilateral trade negotiations; and (iv) trade relations
among countries having different economic and social
systems,

101.  Structural rigidities and resistance to structural
change have exacerbated protectionism, including sec-
tors of particular export interest to developing coun-
tries. Subsidization of production and exports have
resulted in major distortions in the world economy and
misallocations of resources. It is generally recognized
that expansion of trade has an important role in the pro-
cess of economic development and there is a strong in-
terrelationship between trade expansion and structural
adjustment,

102. The international trading system is under a
severe strain, Protectionist pressures and measures have
proliferated and tendencies towards managed trade
have intensified. International trade has been affected
by restrictive trade policies and restrictive business prac-
tices. This is undermining the functioning of the inter-
national trading system and retarding the process of
structural adjustment. These factors are having a
serious impact on trade and particularly on the trade
and development of developing countries.

103. Although the generalized system of preferences
has played an important role in expanding the exports
by developing countries, its objectives are not fully
achieved.

104. The successful conciusion, within the agreed
time-frame of the Uruguay Round of multilateral trade
negotiations, is important for bringing about further
liberalization and expansion in trade, for creating an
improved multilateral framework for trade and for
strengthening the effectiveness of GATT.

105, In this context the Conference agreed that:

(1} The commitments to halt and reverse protec-
tionism, including those in Conference resclutions
159 (VD) of 2 July 1983, 96 (IV) of 31 May 1976, and
131 (V) of 3 June 1979, should be fully implemented, in
particular taking into account the export interests of
developing countries.

(2) The commitments relating to structural adjust-
ment, in particular those contained in resolutions 96
(1V), 131 (V) and 159 (VI), should be fully implemented.

(3) The annual review of protectionism and struc-
tural adjustment in the Trade and Development Board
should continue under the existing mandate and should
be improved to have a wider coverage taking into ac-
count the specific interests of developing countries. The
review should include analysis of the principal elements
and effects of structural adjustment policies, including
trade policies, and of the various policy options, keep-
ing in mind the importance of resources and technology

in the process of development and national development
priorities and objectives. In this context, the importance
of a favourable international economic environment
and relevance of domestic policies is recognized, in par-
ticular those policies which have a large influence on the
world economy.

(4) Governments should consider, as part of their
fight against protectionism, as appropriate, the
establishment of transparent mechanisms at the na-
tional level to evaluate protectionist measures sought by
firms/sectors, and the implications of such measures for
the domestic economy as a whole and their effects on
the export interests of developing countries.

(5) Preference-giving countries should continue to
improve their autonomous GSP schemes, inter alia,
through the expansion of product coverage and in strict
compliance with multilaterally agreed principles relating
to their generalized, non-discriminatory and non-
reciprocal character. The Special Commitiee on
Preferences should consider a study to be prepared by
the secretariat in this regard.

(6) The Secretary-General of UNCTAD is requested
to continue and strengthen the technical assistance pro-
grammes in the field of the GSP and is also requested to
publish detailed information on the technical assistance
programme. UNDP is invited to consider favourably
the requests for providing adequate financial resources
for this purpose.

{7) The Uruguay Round of muitilateral trade
negotiations has a critical role in the internatjional
trading system. The programme of negotiations covers a
range of important subjects, whose balanced outcome
should in the end develop a more open, viable and
durable multilateral trading system and thereby con-
tribute to promoting growth and development. The suc-
cess of the muliilateral trade negotiations will be greatly
facilitated by a supportive international economic en-
vironment which should ensure mutually reinforcing
linkages between trade, money, finance and develop-
ment. The commitments on ‘‘standstil”’ and ‘‘roli-
back’ made in the Urugnay Round should be fully
respected and implemented.

(8) The Trade and Development Board should follow
closely developments and issues in the Uruguay Round
of particular concern to the developing countries,

(9) The Secretary-General of UNCTAD is requested
to provide technical assistance to developing countries,
on request, in connection with the Uruguay Round of
multilateral trade negotiations so as to facilitate their ef-
fective participation in these negotiations. UNCTAD
should render technical support which might be re-
quired in the negotiations. In doing so, it should consult
with other relevant international organizations if
necessary. UNDP is invited to consider favourably the
requesis for the provision of adequate financial
resources to UNCTAD and to individual countries for
this purpose. :

{10} There should be improvement in the access to
markets, particularly for the products of export interest
to the developing countries, including manufactures and
semi-manufactures, Fullest liberalization of trade in
tropical products and in natural resource-based prod-
ucts should be aimed at. Escalation of tariff and non-
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tariff barriers, particularly affecting the products of ex-
port interest to the developing countries should be
reduced or eliminated.

(11) The work undertaken in the Uruguay Round of
multilateral trade negotiations in this context is expected
to make a significant contribution to improve the access
to markets.

(12) The further liberalization of trade is an impor-
tant objective for the trade in textiles and clothing.
Modalities should be formulated which would permit
the eventual integration of this sector into GATT on the
basis of strengthened GATT rules and disciplines. The
work undertaken in the Uruguay Round of multilateral
trade negotiations in this context is expected to make a
significant contribution.

{13) The removal of discriminatory restraints on ex-
ports particularly from developing countries is essential
for liberalization.

(14) There is an urgent need to bring more discipline
and predictability to world agricultural trade by cor-
recting and preventing restrictions and distortions, in-
cluding those related to structural surpluses, so as to
reduce the uncertainty, imbalances and instability in
world agricultural markets. Negotiations in the
Uruguay Round shall aim to achieve greater liberaliza-
tion of trade in agriculture and bring all measures af-
fecting import access and export competition under
strengthened and more operationally effective GATT
rules and disciplines, taking into account the general
principles governing the negotiations, as contained in
part I, section B, paragraphs (i} to (vii) of the
Ministerial Declaration on the Uruguay Round,'® by:

(i) Improving market access through, inter alia, the
reduction of import barriers;

(ii) Improving the competitive environment by in-
creasing discipline on the use of all direct and in-
direct subsidies and other measures affecting
directly or indirectly agricultural trade, including
the phased reduction of their negative effects and
dealing with their causes;

(iii) Minimizing the adverse effects that sanitary and
phytosanitary regulations and barriers can have
on trade in agriculture, taking into account the
relevant international agreements,

(15) Special problems of the least developed coun-
tries should be kept in view while undertaking measures
to improve market access.

(16) Problems specific to the land-locked and island
developing countries should be kept in view while
undertaking these measures.

{17) Observance of maultilaterally agreed com-
mitments with respect to trade in goods should not be
made conditional on receiving concessions in other
areas.

(18) In respect of restrictive business practices the
ongoing work in UNCTAD shouid continue and be
strengthened, particularly with a view to ensuring
transparency and to defining consultations procedures,
The UNCTAD secretariat should continue its technical

1% See footnote 11.

assistance programme in the field of restrictive business
practices,

(19) UNCTAD should continue its useful work in the
field of services under its existing mandate, as contained
in Conference resolution 159 (VI) and Board decision
309 (XXX) of 29 March 1985. From the point of view of
developing countries and in the context of overall
development objectives, the Secretary-General of
UNCTAD is requested:

(i} To analyse the implications of the issues raised in
the context of trade in services;

(ii) To explore appropriate problematics for trade in
services, keeping in view the technological
changes in the field of services.

(20) UNCTAD is requested to continue its program-
mes of technical assistance to developing countries in
the field of services, UNDP is invited to consider
favourably the requests for the provision of adequate
financial resources for this purpose.

(21) While providing technical assistance to develop-
ing countries, special attention should be paid to the
needs of the least developed countries.

(22) The UNCTAD secretariat is requested to con-
tinue keeping member States informed on the progress
and activities of the technical assistance projects and to
prepare a detailed report on them annually in order to
promote transparency.

(23) UNCTAD takes note that the Trade and
Development Board has been requested to review and
study in depth developments in the international trading
system. In doing so, it could, respecting the principles
of most-favoured-nation treatment and non-
discrimination, make recommendations on principles
and policies related to international trade, and make
proposals as to the sirengthening and improvement of
the trading system with a view to giving it a more univer-
sal and dynamic character, as well as to making it more
responsive to the needs of developing countries and sup-
portive of accelerated economic growth and develop-
ment, particularly that of developing countries.

(24) A stable and supportive international economic
environment is essential for the smooth functioning of
the international trading system, as the interrelationship
between trade policies and other economic policies af-
fecting growth and development is recognized. In this
regard the policies in the areas of monetary and finan-
cial matters, technology, and in other relevant areas
should be compatible and consonant with the interna-
tional trading system.

(25) The UNCTAD secretariat should carry out fur-
ther analytical work on developments in trade relations
between countries having different economic and social
systems, in particular East-South trade. This further
work should be based on better and more transparent
statistics and pay due regard to the product structure,
geographical coverage and the respective roles played in
this trade by various developing countries,

{26) The Trade and Development Board is requested,
further to Conference resolutions 15 (II) of 25 March
1968, 53 (III) of 19 May 1972 and 95 (IV) of 31 May
1976, to examine the possibility of elaborating a pro-
gramme for the further promotion of trade and
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economic co-operation among countries having dif-
ferent economic and social systems, in particular East-
South trade. In so doing, the Board should bear in mind
the work done on the informal text annexed to Con-
ference decision 145 (VI) of 2 July 1983, and the ideas
contained in TD/B/1104/Rev.1.'¢

(27) The Secretary-General of UNCTAD is requested
to carry out the necessary consultations with Govern-
ments on further strengthening of trade relations among
countries having different economic and social systems,
in particular East-South trade.

(28) The socialist countries of Eastern Europe are re-
quested: to contribute further to the efforts of the
developing countries to diversify and intensify their
economic relations towards attaining growth in the
socialist countries’ imporis from developing countries
including in manufactures and semi-manufactures; to
make further improvements in their GSP schemes; to
ensure the best possible terms and conditions of credits
to the developing countries; to continue to provide and
develop their economic assistance: to ensure, when
financing and executing developing countries’ projects,
that due consideration be given to such flexible and effi-
cient modalities as would promote viable economic and
technical co-operation; to pay special attention to the
specific needs and requirements of the least developed
countries.

(29) Member States and the UNCTAD secretariat are
invited, in co-operation with UNDP, as appropriate, to
continue and further develop the necessary support for
the implementation of projects and programmes of
technical assistance to the developing countries, with
particular reference to the needs of the least developed
ones, in their trade and economic co-operation with the
socialist countries of Eastern Europe.

D. Problems of the least developed countries, bearing
in mind the Substantial New Programme of Action
for the 1980s for the Least Developed Couniries

INTRODUCTION

Some basic features of the general economic situation
and trends in relation to least developed countries

106. The least developed countries are the poorest
countries in the world. Their average GDP per capita is
slightly higher than $200, which is less than one quarter
of that of the developing countries as a whole and only
about 3 per cent of that of the developed countries, in
spite of relatively high growth in some least developed
countries in the past few years. A high proportion of the
population of the ieast developed countries lives in con-
ditions of mere subsistence and often below it.

107. At the mid-term review of the Substantial New
Programme of Action in 1985' it was noted with

4 Note by the UNCTAD secretariat entitled “Objectives, guidelines
and elements of a programme for further promotion of trade and
economic co-operation among countries having different ¢conomic
and social systems”’,

7 For the report of the Intergovernmental Group on the Least
Developed Countries on the mid-term review, see Qfficial Records of
the Trade and Development Board, Thirty-second Session, Annexes,

serious concern that since the adoption in 1981 of the
Substantial New Programme of Action there had been a
significant deterioration in the overall socio-economic
situation of the least developed countries, the causes of
which were external, domestic and environmental. GDP
per capita declined from $220 in 1980 to slightly more
than $200 in 1985. The share of least developed coun-
tries in the world economy and trade has been declining.
The trends for the coming years, according to present
assumptions, are also generally unfavourable, The con-
tinuous monitoring of the implementation of the
Substantial New Programme of Action to date shows
that, despite certain improvements in the situation of
some Jleast developed countries since 1985, negative
economic and other factors have persisted.

108. Although least developed countries face widely
differing circumstances and needs in terms of size,
population, economic and social structure, literacy rate,
etc., they generally have for a long time been lagging
behind in growth and development compared with other
countries and mapy of them seem to have entered a
vicious circle of constraints, poverty and population ex-
plosion, with stagnation or even backsliding as a result.

109. Structural handicaps make the least developed
countries particularly vulnerable to the external
economic environment, On the whole this environment
has been unfavourable to the least developed countries
over the last few yvears, Of particular concern have been:
(i) the historically low level of commodity prices which,
inter alia, increased the serious debt-servicing problems
of feast developed countries; (if) the mounting debt-to
-GDP ratio; and (iii) insufficient external financial
flows. Adverse weather conditions and natural
calamities have in some cases further contributed to
reducing output and already very low living standards.
Many of these countries initiated structural adjustment
programmes, policy changes or took other measures
designed to make their economies more efficient in a
manner consistent with their own national conditions
and priorities. All these measures have begun to have
positive effects in some of these countries. Complemen-
tary international support for these efforts, in the form
of both multilateral and bilateral ODA, has resumed a
rising trend, but there is a continuing need for addi-
tional efforts. Those developed countries which have
not fully participated in efforts to assist the least
developed countries should do so.

110. There was a consensus on the need for full and
expeditious implemeniation of the Substantial New
Programme of Action and of the recommendations of
the mid-term review as adopted.'® Some probiems fac-
ing the least developed countries call for further study.
In the light of the general background documents and
discussions describing the serious situation of the least
developed countries and its own fruitful discussion, the
Conference reached the following conclusions aiming at
an improvement of the economic and social conditions
in the least developed countries.

agenda _item 7, document TD/B/1078. Fer the conclusions and recom-
mendations submitted by the Intergoveramental Group, see part one
of the report.

¢ Idem.
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1. NATIONAL EFFORTS

111, It was reaffirmed that the least developed
countries will continue to have primary responsibility
for their overall development.

112, Many least developed countries have made ef-
forts to improve the effectiveness of domestic resource
mobilization and use, by strengthening economic and
financial management. These efforts should be actively
pursued.

113. Least developed countries should continue to
implement adjustment programmes or take such other
measures as are necessary in accordance with their long-
term national social and economic objectives. In par-

- ticular it appears imperative, taking due account of in-
dividual characteristics of each least developed country:

(@) To accelerate agricultural development and
enhance food security;

(5) To design structural adjustment and diversifica-
tion programmes or other more specific measures suited
to each country’s particular social and economic con-
dition;

(c) To endeavour to mobilize fully the human
resources through education and training in required
skills;

{d) To strengthen the role of women in the develop-
ment process;

(e) To take appropriate measures to encourage exter-
nal financial flows;

(/) To promote appropriate economic incentive
systems;

(g) To develop institutional arrangements to improve
the efficiency of the public sector and encourage in-
digenous entrepreneurship;

{h) To give priority to the advancement of the
poorest in the development policy and adopt measures
to protect the most vulnerable parts of the population
during adjustment;

() To take account of environmental issues;

(/) To develop and strengthen social and economic
planning capability.

2. INTERNATIONAL EFFORTS

(a)} Financial and technical assistance

114. In order to complement national efforts, inter-
national programmes of financial and technical
assistance as well as other supportive measures from all
donors are fundamental.

115, For aid to make a sustained contribution to
development, it has to be geared to the support of
overall policy objectives of growth-oriented program-
mes. At the same time, polices in least developed coun-
tries encouraging financial flows and enhancing aid
effectiveness are desirable.

116. For the purpose of full and effective implemen-
tation of the Substantial New Programme of Action,
donors are urged to enlarge susbstantially financial
assistance to the least developed countries in a volume
and on terms which correspond to their immediate and
long-term development needs. The volume and forms of
aid should be supportive of and commensurate with the

growing requirements of the adjustment programmes
and broader development efforts of the least developed
countries.

117. ODA will continue to play a decisive role in
least developed countries. In compliance with the
Subsiantial New Programme of Action and the mid-
term review conclusions as adopied, developed coun-
tries are requested to attain the internationally agreed
targets of 0.7 per cent of GNP for total ODA and of
0.15 per cent of GNP for ODA to least developed coun-
tries or doubling their ODA to these countries as soon as
possible. In this connection, the recommendations of
the IMF/World Bank Development Committee’s Task
Force on Concessional Flows were recalled.

118. Multilateral development institutions should
be strengthened by endowing them with adequate
resources and instruments to fulfil their tasks, Members
of the World Bank are invited to support an early
general increase of its capital as needed to support qual-
ity lending. Donors should meet expeditiously their
commitments to the Eighth Replenishment of IDA,
keeping in view the critical importance of IDA for the
least developed countries. Regional development banks
and funds also need to be strengthened, and the ade-
quacy of their capital and lending programmes should
be kept under review.

119. The overall volume of multilateral assistance to
the least developed countries through such channels as
IDA, IFAD, regional development banks and their
funds, UNDP, the special measures fund for the least
developed countries, the United Nations Capital
Development Fund, UNV, etc., should be adequate to
meet the substantially increased developmeni needs of
the least developed countries; donors, including those
who have not to date participated in these institutions,
should channel a substantial part of their aid through
these institutions and agencies. Relevant international
institutions should continue their concerted efforts to
increase the share of concessional assistance to least
developed countries.

120. The proposal by the Managing Director of
IMF for a significant increase in the resources of the
Structural Adjustment Facility over the three vears from
1 January 1988 is welcomed by those countrics which
are also members of IMF. It is expected that the realiza-
tion of this increase would result in substantial benefits
to the least developed countries. Discussions on this
proposal ought to be concluded by the end of 1987, In
this respect, those countries also welcome closer co-
operation between the World Bank and IMF and note
the increasing bilateral co-financing with the World
Bank.

121. IME is invited to continue to keep under review
the principles on which its conditionality rests, in such
a way as to reflect the peculiar soclal, economic and
political priorities of the least developed countries. Rele-
vant international insiitutions should continue their
concerted efforts for the benefit of the least developed
countries.

122. The international community should continue
to support the efforts of least developed countries to in-
crease their food production and improve distribution,
and to provide financial and technical assistance for
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research, exploration and development of energy
resources; and should assist in maximizing capacity
utilization of their productive economic units.

123. Donors should continue to provide emergency
assistance and to contribute to the financing of costs in-
volved in the management of relief operations in
African and other least developed countries affected by
food shortages and other emergencies.

(b) Aid modalities

124. Donor and recipient countries should together
seek to ensure that aid is fully supportive of develop-
ment efforts and that aid effectiveness is strengthened,
inter alia, through improved co-ordination. In this
regard, central responsibility for aid co-ordination lies
with each recipient Government.

125. The international financial institutions and
concerned donors should provide timely assistance to
support the efforts of the least developed countries in
implementing the required policy changes, taking into
account the need to mitigate the possible adverse effects
of such adjustment programmes, including the effects
on the most vulnerable groups of the population, as well
as the period required for adjustment with growth. The
increasing co-operation between IMF, the World Bank
and other multilateral financial institutions is wel-
comed, but should not lead to cross-conditionality.

126. Further steps should be taken by donors, in
particular those who have not yet done so, to provide
bilateral ODA to the least developed countries essen-
tialty in the form of grants and to provide loans on
highly concessional terms,

127. Donors are urged to take the necessary steps to
ensure that ODA loans and grants to least developed
countries are untied to the maximum extent possible.

128. Donors and least developed countries should
make efforts to minimize the time-lag between aid com-
mitment and disbursement. To this end, advance
payments should be made whenever appropriate, In this
regard, donors were urged to ensure greater predictabil-
ity of disbursement,

129. It is recommended that donors should further
increase, where appropriate, their participation in local
and recurrent cost financing, Adequate provisions
should also be made for allowing a progressive take-
over of recurrent costs by least developed countries.

130. Donors are recommended particularly to sup-
port domestic adjustment measures of least developed
countries, to provide aid in more flexible forms, in par-
ticular balance-of-payments support, and at a sectoral
level for rehabilitation and improved maintenance, as
well as for longer-term development objectives,

131, Technical assistance should be provided to
strengthen the capacities of least developed countries to
establish and implement their own policies and pro-
grammes and to address the basic structural rigidities of
their economies. There is scope for joiat international
action in the area of technical assistance in support of
improved management capacity and infrastructures.

132. Efforts should be made to harmonize and
simplify existing aid procedures,

133, The positive contribution of the non-
governmental organizations to the development of least
developed countries, as well as in providing valuable
disaster relief, was recognized. The Governments of
least developed countries and donors were called upon
to encourage active participation of the local popula-
tion, both women and men, through non-governmental
entities. The non-governmental organizations were in-
vited to comply with national policies and legislation of
the host countries while preserving their character and
to contribute to the development priorities of the least
developed countries, co-operating with appropriate
authorities and organizations in order to implement
effective  development programmes. The non-
governmental organizations of the donor countries were
invited to reinforce their role in conscicusness-raising in
their countries of origin and in mobilizing increased
private and public resources for the benefit of the least
developed countries,

(c) Debt problems of the least developed countries

134. The debt and debt-servicing situation of the
least developed countries has remained serious and in
many cases worsened in past years, The ratios of debt to
GDP and of debt service to exports have increased in the
case of some least developed countries to unmanageable
levels. Major causes include the depressed export earn-
ings, which have impaired the debt-servicing capacity of
the least developed countries, including those which are
heavily dependent on commodities. Their debt-servicing
burden constitutes for many of them a hindrance to
their development process. Problems of the least
developed countries’ debt to the multilateral financial
institutions were also recognized.

135, The Conference notes with satisfaction that a
number of donor countries have responded favourably
to section A of Trade and Development Board resolu-
tion 165 (S-IX) of 11 March 1978 by cancellation of
ODA debt or other equivalent measures, and firmly in-
vites other donors, which have not yet done so, to im-
piement fully commitments undertaken in purusuance
of the resolution, keeping in mind paragraph 71 of the
Substantial New Programme of Action.

136. The debt-servicing burden of the poorest coun-
tries, including least developed countries, the majority
of which are in sub-Saharan Africa, which are under-
taking adjustment efforts, should be eased by longer
repayments and grace periods, especially in the Paris
Club, Consideration could also be given to the possibil-
ity of applying lower interest rates to their existing
debis,

137. The Conference further notes that the
repayments of debt to the multilateral assistance institu-
tions is one of the elements in the overall debt-service
burden of least developed countries. Those institutions
should continue to take into account the financial re-
quirements in their lending programmes to the least
developed cousntries.,

138. Substantially increased concessional finance,
essentialty in grant form, is required to enable least
developed countries to resume growth so as to cope with
their debt problems in the iong run. This task should be
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pursued both bilaterally and by international financial
institutions.

139. Measures should be taken, particularly by
debtor countries, to facilitate non-debt-creating capital
flows, especially direct investment to least developed
countries.,

140. Measures to alleviate the debi-servicing burden
for the least developed countries should be sup-
plemented and strengthened by technical assistance, as
appropriate, as well as by measures in other fields such
as trade, commodities, etc.

(d}y Country review mechanism

141, The Conference noted the improvements
registered in the country review meetings, which are the
mechanisms for the periodic review and implementation
of the Substantial New Programme of Action. Never-
theless, the need for a further strengthening and im-
provement in order to make them more effective was
recognized. These reviews should take place at ap-
propriate intervals at the tnitiative of the interested least
developed countries, which may seek assistance from
the lead agency for its aid group in organizing them.
UNDP and the World Bank, as the lead agencies,
should expand their technical assistance to the least
developed countries to enable them to prepare ap-
propriately for these meetings. Donor countries should
be represented at an adequately high level, The meetings
should facilitate an increased and improved flow of
assistance through a better dialogue and co-ordination
between least developed countries and their develop-
ment partners. The Secretary-General of UNCTAD is
requested to continue to prepare, on a regular basis,
reports on the situation in least developed countries as
well as the implementation of the Substantial New Pro-
gramme of Action.

{¢) Land-locked and island developing countries
among the least developed couniries

142. In line with section B-VIII of the mid-term
global review of progress towards the implementation
of the Substantial New Programme of Action for the
1980s for the Least Developed Countries:'?

(o) Transit countries should intensify co-operation
with the land-locked countries among the least
developed countries to allevaite the transit problems;

{b) Concerned donors, while providing technical and
financial assistance to land-locked and island countries
among the least developed countries, should particu-
larly focus on capital input in infrastructural develop-
ment,

(c) International bodies, in particular UNDP and the
United Nations regional commissions, should continue
to support those least developed countries with
measures required to alleviate their specific transit-
transport and communications problems.

(Y Commodities/international frade

143, The least developed countries have greatly suf-
fered from vulnerability to declines in the prices of their

1% See footnote 17.

basic commodity exports. Being commodity-dependent
countries, least developed countries have felt the most
severe impact of the commodity price situation. In this
context, depending on the nature and intensity of
specific country and commodity circumstances, the least
developed countries should endeavour to promote
economically appropriate diversification of their
economic structures, both vertically and horizontally,

144. The international community should support
these efforts through improved co-operation in the com-
modities sector aiming at, infer alia, better market
transparency, increased market access and reduced
trade distortions, recognizing the need for a better func-
tioning of commodity markets and the desirability of
achieving more stable and more predictable conditions
in commodity trade. Sustained efforts should be made
to provide aid for structural measures, and technical
assistance in support of improved management capacity
and infrastructure,

145. Steps should be taken to further develop the
trade relations with feast developed countries and, in
this context, the importance for certain countries of in-
tergovernmental long-term agreements was underlined.,

146. The special needs of the least developed coun-
tries should be taken into account when implementing
relevant aspects of the Integrated Programme for Com-
medities.

(i} Compensatory financing

147. The commodity-related shortfalls in export
earnings of least developed countries are an important
obstacle to their development efforts. Therefore, there
was a recognition that the compensatory finance ques-
tions deserve full consideration, in particular as they
relate to the least developed countries.

(i) Access to markets

148. It is recognized that beneficial action is already
undertaken by developed countries to provide market
access for the products of least developed countries in
the context of their GSP schemes. All other developed
countries which have not yet done so should make
similar efforts. Steps should be taken by developed
countries io further improve GSP or most-favoured-
nation treatment for products of particular interest to
least developed countries and to eliminate or reduce
quantitative restrictions and other non-tariff measures
affecting such products, Moreover, in the framework of
the multilateral trading system the promotion of South-
South trade through the GSTP, particularly for the
benefit of the least developed countries, and through
regional integration could make an important contribu-
tion to the expansion of trade among developing coun-
tries. Progress towards promotion of subrégional trade
should be enhanced through activities of technical and
economic co-operation among developing countries, All
other international trade flows should also be further
developed.

149. As mentioned in part I, section B, paragraph
(vil), of the Ministerial Declaration on the Uruguay
Round adopted in September 1986, ‘‘special attention
shall be given to the particular situation and problems
of the least developed countries and to the need to en-
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courage positive measures to facilitate expansion of
their trading opportunities. Expeditious implementation
of the relevant provisions of the 1982 Ministerial
Declaration concerning the least developed countries
shall also be given appropriate attention.”’®

150. Least developed countries are invited to utilize
fully the opportunities which are already available in the
field of market access, in particular under GSP
schemes. Increased technical assistance should be given
to the least developed countries, infer afia, through the
International Trade Centre UNCTAD/GATT and
UNCTAD, for promotion of trade and expansion of
production facilities for export and to help improve
their capacity to benefit from existing preferential ar-
rangements in favour of developing countries.

151. Developed countries and international
organizations should also assist the least developed

©  See faotnote 11,

countries to create economically appropriate industries
for on-the-spot processing of raw materials and food
products, and the development of integrated projects
for the expansion of exports and to provide adequate
resources to overcome supply boitlenecks.

152. The developed countries in a position to do so
should assist the least developed countries in entering
into long-term arrangements for exports, as called for in
the Substantial New Programme of Action.

(g) Global review and appraisal of the implementation
of the Substantial New Programme of Action

153. The Conference welcomes the generous offer
made by France and, in line with General Assembly
resolution 40/205 of 17 December 1985, the Conference
recommends that a United Nations conference at a high
level on the least developed countries should be con-
vened in 1990 to appraise and review the implementa-
tion of the Substantial New Programme of Action for
the 1980s for the Least Developed Countries,

III. Orientations for the futnre

154. The policies and measures delineated by the
Conference in the different areas of its agenda, being in-
terrelated, should be pursued in such a manner as to
make their effects mutually reinforcing. The ap-
propriate international forums should keep under
review the interrelationships among these policies and
measures, together with their implementation and the
need to adapt and strengthen them in the light of chang-
ing circumstances. As a universal forum with a focus on
trade and development, which alsc encompasses the in-
terlinkages of a wide range of issues, UNCTAD can
make a significant contribution to this process,

155. The constructive dialogue which tock place at
the seventh session of the Conference has been an im-
portant step in heightening awareness and sharpening
perceptions of problems arising from the complex in-
teractions among national policies adopted by Govern-
ments, internationally accepted rules and disciplines,
and the operation of markets, This dialogue should be
continued in the intergovernmental machinery of
UNCTAD so as to enhance these perceptions and thus
assist in providing fresh impetus to policy formulation
and to multilateral co-operation for development. With
this in mind, the Trade and Development Board should

consider how best to strengthen its regular review of the
interdependence of economic issues.

156. The Final Act contains several explicit and im-
plicit orientations for the future work of the UNCTAD
secretariat, inciuding its activities of research, policy
analysis, conceptual innovation and technical co-
operation. These orientations will be acted upon in the
coming months by the Secretary-General of UNCTAD,
in the first instance in the context of the UNCTAD sub-
mission for the 1988-1989 programme budget of the
United Nations, and by the relevant intergovernmentai
bodies of UNCTAD.

157. The Conference agreed that multilateral
economic co-operation should be a continuing
endeavour from which important benefits could be ex-
pected for the development process and for the world
economy as a whele, Acknowledging this imperative,
member States pledge themselves to a reinvigorated ef-
fort to strengthen multilaterat co-operation to promote
and give effect to policies aimed at revitalizing develop-
ment, growth and international trade, and to enhance
the effectiveness of UNCTAD as an important instru-
ment of international economic co-operation.
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2. Resolutions adopted by the Conference

CREDENTIALS OF REPRESENTATIVES TO THE CONFERENCE
(Agenda item 5)

RESOLUTION

168 (VID).

Credentials of representatives to the seventh session

of the Conference!

The United Nations Conference on Trade and Development
Approves the report of the Credentials Commiitee.

220th plenary meeting
3 August 1987

' For statements, see pari three below, paragraphs F0-20 and 22,

OTHER BUSINESS
{Agenda item 9)

RESOLUTION

169 (VII). Economic situation in the occupied

Palestinian territories?

The United Nations Conference on Trade and Devel-
opment,

Recalling Conference resolution 109 (V) of 1 June
1979,

Recalling also resolution 239 (XXIII) of the Trade
and Development Board of 9 October 1981,

Recalling further Conference resolution 146 (VI) of
2 July 1983,

* The Conference adopted this resolution by a roli-cal) vote of 80 to
2, with 32 abstentions. Malta did not participate in the vote. The
voting was as follows:

In  favour: Afghanistan,  Algeria, Argentina, Bahrain,
Bangladest, Benin, Bhutan, Bolivia, Botswana, Brazil, Bulgaria, Bur-
ma, Burundi, Byelorussian Soviet Socialist Republic, China, Colom-
bia, Comoros, Cuba, Cyprus, Czechoslovakia, Democratic Kam-
puchea, Democratic People’s Republic of Korea, Democratic Yemen,
Ecuador, Egypt, Ethiopia, Gabon, German Democratic Republic,
Ghana, Hungary, India, Indonesia, Iran (Islamic Republic of), Iraq,
Jamaica, Jordan, Kenya, Kuwait, Lebanon, Libyan Arab Jamabhiriya,
Madagascar, Malaysia, Mexico, Mongolia, Morocco, hMozambigue,
Nepal, NMicaragua, Niger, Nigeria, Oman, Pakistan, Philippines,
Poland, Qatar, Republic of Korea, Romania, Rwanda, Saudi Arabia,
Senegal, Singapore, Somalia, Sri Lanka, Sudan, Syrian Arab
Republic, Thailand, Togo, Trinidad and Tobago, Tunisia, Turkey,
Ukrainian Soviet Socialist Republic, Unior of Soviet Socialist
Republics, United Arab Emirates, United Republic of Tanzania,
Venezuela, Viet Nam, Yemen, Yugoslavia, Zaire, Zimbabwe,

Against:  Israel, United States of America.

Abstaining:  Avstralia, Austria, Belgium, Cameroon, Canada,
Costa Rica, Céte d’lvoire, Denmark, El Salvador, Finland, France,
Germany, Federal Republic of, Greece, Guatemala, Honduras,
Iretand, Italy, Japan, Liechtenstein, Luxembourg, Netherlands, New
Zealand, Norway, Panama, Paraguay, Peru, Pertugal, Spain,
Sweden, Switzerland, United Kingdom of Great Britain and Northern
Ireland, Uruguay.

For statements, see part two below, paragraphs 60-79 and 8[-88.

Mindful of General Assembly resolution 39/223 of
18 December 1984,

Aware of the European Comntunity decision of
27 October 1986 concerning goods and products of the
occupied Palestinian territories,

Seriously concerned at the refusal of the Israeli oc-
cupation authorities to permit the export of Palestinian
goods and products to the European Community
market,

Rejecting the lIsraeli occupation and its restrictions
hampering the development of the Palestinian national
economy including its trade sector,

1. Weicomes the establishment of the Special
Economic Unit (Palestinian people) in UNCTAD;

2. Welcomes also the European Community de-
cision to give Palestinian goods and producis preferen-
tial access to its market on the basis of a Palestinian cer-
tificate of origin;

3. Srrongly deplores the obstruction by the Israeli
occupation authorities of the implementation of the
above-mentioned decision;

4. Strongly deplores also the Israeli obstruction of
the establishment of a commercial seaport in the oc-
cupied Gaza Strip, which would give Palestinian goods
and products direct access to external markets;

5. Recogrizes the need to establish a centre for
marketing and exporting Palestinian goods and prod-
ucts, in co-operation with the Palestine Liberation
Organization;

6. Requests UNCTAD to provide advice on the
establishment of the centre referred to above;

7. Urges all States to facilitate access of Palestinian
goods and products to their markets;

8. Urges all States, United Natjons bodies, govern-
mental and non-governmental organizations to continue
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providing assistance to the Palestinian people, in close
co-operation with the Palestine Liberation Organiza-
tion, to enable them to develop their national economy,
including the trade sector, free of occupation;

9. Calls for giving UNCTAD staff and experts ac-
cess to the occupied Palestinian territories;

10. Reguests also the Secretary-General of
UNCTAD to report periodically to the Trade and
Development Board and the General Assembly, through
the Economic and Social Council, on the progress made
in the implementation of the present resolution.

220th plenary meeting
3 Augusr 1987

3. Other action by the Conference

COMMODITIES
{Agenda item 8 (b))

At the 220th (closing) meeting, on 3 August 1987,
the Conference adopted the following proposal
{TD/L.317):

The United Nations Conference on Trade and
Development

Notes the signature and/or ratification, during the
Conference, of the Agreement Establishing the Com-
mon Fund for Commodities’ by Bulgaria, Cote
d’Ivoire, Peru, and the Union of Soviet Socialist
Republics, and the announcements by Costa Rica,

! United Nations publication, Sales No. E.81.11.D.8 and corrigen-
dum.

Madagascar, Portugal and Thailand of their intention
to deposit their instruments of ratification in the very
near future;

Notes also the announcement of the decision by
Switzerland ‘‘to share in the efforts of the international
community with regard to compensatory financing by
committing funds for the poorest countries most depen-
dent on commodity export earnings which have suffered
from the highest deficits in their commodity exports in
Switzerland”’;

Notes the proposal of the Government of Japan
(TD/L.315) to assist in a programme for the purpose of
improving the processing of commodities in developing
countries.

4. Decisions taken by the Conference

(@) Periodic review by the Conference of the lists of
States contained in the annex to General Assembly
resolution 1995 (XIX)'

1. In conformity with paragraph 6 of General
Assembly resoluticn 1995 (XIX) of 30 December 1964,
which provides that the lists of States contained in the
annex to the resolution “‘shall be reviewed periodically
by the Conference in the light of changes in membership
of the Conference and other factors”, the Conference,
at its 201st plenary meeting, on 9 July 1987, reviewed
the lists contained in the annex to that resolution, as
amended.? The Conference approved the inclusion, in
the appropriate lists, of the following States which had
become members of UNCTAD since the sixth session of
the Conference:

In list A: Brunei Darussalam.

In list C: Saint Kitts and Nevis,

2. The lists of States members of UNCTAD given in
the annex to General Assembly resolution 1995 (XIX)

! See part three below, paragraph 38,

* Paragraph 1 of General Assembly resolution 1995 (X1X) provides
that ““the members of the United Nations Conference on Trade and
Development shall be those States which are Members of the United
Nations or members of the specialized agencies or of the Internationat
Atomic Energy Agency”.

have accordingly been amended by this decision. The

amended lists are set out below:

A
Afghanistan Fiji
Algeria Gabon
Angola Gambia
Bahrain Ghana
Bangladesh Guinea
Benin Guinea-Bissan
Bhutan India
Botswana Indonesia
" Brunei Darussalam Iran (Islamic Republic of)
Burma Iraq
Burundi Israel
Cape Verde Jordan
Central African Republic Kenya
Chad Kuwait
China Lao People’s Detnocratic
Comoros Republic
Congo Lebanon
Cote d'lvoire Lesotho
Democratic Kampuchea Liberia
Democratic People’s Republic  Libyan Arab Jamahiriya
of Korea Madagascar
Democratic Yemen Malawi
Djibouti Malaysia
Egypt Maldives
Equatorial Guinea Mali
Ethiopia Mauritania
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Mauritius Somalia Brazil Jamaica
Mongolia South Africa Chile Mexico
Moroeco Sri Lanka Colombia Nicaragua
Mozambique Sudan Costa Rica Panama
Namibia Swaziland Cuba Paraguay
Nepal Syrian Arab Republic Dominica Peru
Niger Thailand Dominican Republic Saint Kitts and Nevis
Nigeria Togo Ecuador Saint Lucia
Oman Tonga El Salvador Saint Vincent and the
Pakistan Tunisia Grenada Grenadines
Papna New Guirea Uganda Guatemala Suriname
Philippines United Arab Emirates Guyana Trinidad and Tobago
Qatar United Republic of Cameroon Haiti Uruguay
Republic of Korea United Republic of Tanzania Honduras Venezvela
Rwanda Upper Volta
Samoa Vanuatu
Sao Tome and Principe Viet Nam D
Saudi Arabia Yemen ]
genega]ll ;“.gos{a“a Albania Poland
Sch eLes Zamig' Bulgaria Romania
1eT7a Leone ambia Byelorussian Soviet Socialist ~ Ukrainian Soviet Socialist
Singapore ) Zimbabwe Republic Republic
Solomen Islands Czechaslovakia Union of Soviet Socialist
German Demecratic Republic Republics
B Hungary
Australia Luxembourg
Austria Malta
gzlf:é? 11:11;122:1%;1 ds (b) Designation of intergovernmental bodies for the
Cyptus New Zealand purposes of rute 80 of the rules of procedure of the
Denmark Norway Conference and rule 78 of the rules of procedure of
Finland Portugal the Trade and Development Board?
France San Marino
Germany, Federal Republic of  Spain . .
G:;:]ce y P Sﬁ,eden At its 201st plenary meeting, on 9 July 1987, the Con-
Holy See Switzerland ference decided to designate the undermentioned in-
Iceland Turkey o tergovernmental bodies for the purpose of participation
i:e}and U?;?ngai‘i?nmh‘;fla%ea‘ Briin iy jts proceedings under rule 80 of its rules of procedure
a. y * * +
Japan United States of America and in the deliberations of the Board under rule 78 of

Liechtenstein

Antigua and Barbuda
Argentina
Bahamas

C

Barbados
Belize
Bolivia

the rules of procedure of the Board:

International Tropical Timber Organization;
International Textiles and Clothing Bureau.

? See part three below, paragraph 39.

{c) Calendar of meetings for the remainder of 1987*

At its 220th plenary meeting, on 3 August 1987, the Conference adopted the
following calendar of meetings for the remainder of 1987.

Fourth Meeting of Governmental Experts on the Reverse Transfer of Technology* ...
United Nations Sugar Conference, 1987¢

CALENDAR OF UNCTAD MEETINGS FOR THE REMAINDER OF 1987?

Date
31 August-9 September
10-11 September

Working Party on the Medium-term Plan and the Programme Budget, thirteenth ses-

sion (second part)

14-17 September

Intergovernmental Group of Experts on the Compensatory Financing of Export Earn-

mngs Shortfalls,* second session

* See part three below, paragraph 40.

* Meetings marked with an asterisk are deductible from the provision for *“Working parties, study groups and
expert groups™ . Unless otherwise indicated, all meetings will be held in Geneva. All meetings listed are subject to a writ-
ten notification, which is normally dispatched six weeks before the opening date.

¢ To be held at the headquarters of the International Sugar Organization in London.

14-25 September
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Ad hoc Intergovernmental Group of Senior Officials on Ce-operation among
Developing Countries in the area of Shippirg, Ports and Multimadal Transport*

Trade and Development Board, thirty-fourth session, first part ...ovvveeiiioviiieiiennennns
Intergovernmental Group of Experts on Iron Ore, second session........cooovvvviiciennnan
Committee on Tungsten, nineteenth session .....oo.viriiiiiviiiiiieirie e vierveenaas
Intergovernmental Group of Experts on Restrictive Business Practices, sixth session...
Preparatory Mectifg 01t COPPET .. .cooviiiiiin i ssisamer it reae e be b e rrentd b ab s amenaes

Working Group on Rules of Origin, eleventh session’

Joint UNCTAD/IMO Intergovernmental Group of Experts on Maritime Liens and
Mortgages and related subjects, third 5ession? .....ooviiiii i

Meetings for which the dates are undetermined

Trade and Developrnent Board, sixteenth special session® (Board decision 317
(1334 1 ) T USSR

Working Party on the Medium-term Plan and the Programme Budget, fourteenth ses-
3T | OSSN

Group of Governmental Experts on the Economic, Commercial and Developmental
Aspects of the Industrial Property System in the Transfer of Technology to
Developing Countries,* seCOnd $E58100 covvviiiviieiiriinoneeeisrnenessieisismnrsrsniei

Intergovernmental Group of Experts on Definitions and Methodology empleyed in
the UNCTAD Data Base on Trade Measures,* second session ......co.ovennrvneinennns

Meeting of Representatives of Interested Governments on Bulk Cargo Shipments*
{Conference resolution 120 {V), paragraph 5¥...c.cocovermiiiinnnrmiimmne e

Ad hoc Intergovernmental High-level Group of Experts on the Evolution of the Inger-
national Monetary System, * second SesSiON .....ovvviiiiin

Group of Governmental Experts on the Concepts of the Present Aid and Flow
Targets,™ FOUTth SES5I0M ..uivivreeeee i rreee et ieversesnnesrbberassesamreransanenemnsssnsns

Permanent Sub-Committee on Commodities (if required) ......ccooovvivniiiiiiivnnriinnnnn,
Permanent Group en Synthetics and Substitutes (if required) .........ocorriiiiiiiinninons
Second Preparatory Meeting on Bauxite ....oovivviiiniiii i sneriieirans
Seventh (third part) or Eighth Preparatory Meeting on Copper .......oooiiiviiiiiiinninnnnns
Resumed Sixth Preparatory Meeting on Cotton ....ovvrvrveiirririsvecenesrissioniierona
{Preparatory) Meeting on Hard Fibres......ooocooiiiiii i) .
Third Preparatory Meeting on Manganese

Third Preparatory Meeting on Phosphates

Meeting of Tea-Exporting Countries on Quota Allocation and Minimum Export Stan-
dards

Fourth Preparatory Meeting on Tea'?

International Nickel Study Group: Inangural Meeting' .....covvrviiieimiinierenneeesvnress

Commodity conferences and other commodity MEEUNGS ..vvvvueiiiiriricieiinrriereerinn,

Working parties, study groups and eXpert ErOUPS ..v.vvvrv v amrrnerrrermemrerinersrsrerrernaes

Date

21-25 September
5-16 October
2-6 November
9-13 November
11-20 November
16-20 November
23-27 November

30 November-11 December

Duration

2 weeks

i week

1 1,2 weeks
1 week
1 week
1 week

1 175 weeks
1-2 weeks

1 week

I week

1 week

1 week

1 week

1 week

1 week

3 days
1 week

1 week

As required {up to 26
weeks)

As required {up to 3 1z,
weeks)

" To be reviewed in the light of one group's insistence that assurances be provided on an adequate degree of expert

representation.

® To be held at, and serviced by, UNCTAD, at Geneva, using the services assigned to the Working Group on Ship-

ping Legislation.

* To decide on requisite follow-up action in respect of the Intergovernmental Group of Experts on the Compen-
satory Financing of Export Earnings Shortfails, including the possible convening of a negotiating conference on an

additional complementary facility.

1% Subject to the satisfactory cenclusion of the Meeting of Tea-Exporting Countries on Quota Allocation and

Minimuem Export Standards.

" Reimbursable meeting. Listed for information. Consultations are to be held to determine the dates of this

meeting.
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Part Two
SUMMARY OF PROCEEDINGS

1. At the opening meeting of the seventh session
(2015t plenary meeting), the United Nations Conference
on Trade and Development was addressed by the Hon.
Bernard T. G. Chidzero, Minister of Finance,
Economic Planning and Development of Zimbabwe and
President of the Conference (TD/L.284),' and by
Mr. K. K. 8. Dadzie, Secretary-General of UNCTAD
{TD/L.276).”

2. For its consideration of the substantive items of
the agenda, the Conference had before it the report of
the Secretary-General of UNCTAD entitled *‘Reviving
multilateral co-operation for growth and development®’
{TD/329).* The report covered the major issues to be
considered by the Conference and explored possible
results in the different areas covered by agenda item 8.

3. The Conference also had before it the report
of the UNCTAD secretariat entitled ‘‘Revitalizing
development, growth and international trade: assess-
meni and policy options” (TD/328/Rev.1)! together
with an “Executive Summary” (TD/328/Rev.1/
Add.1).* The report consisted of five chapters, and their
statistical appendices, relevant to the agenda topics, as
follows: chapter I, *“‘Development and change: The
recent dynamics of global interdependence’’,
comprising sections on the state of developmenti,
the external environment and developing countries’
trade, and the changing world economy and na-
tional policies; chapter 11, “‘Resources for development,
including financial, and related monetary questions’’,
comprising sections on development resources in the
1980s and the question of debt, and reviewing issues for
the future; chapter 1II, “*Commodities’’, comprising
sections on commodity exports and the development
perspective, salient developments in commodity
markets, factors affecting the demand and supply for
commodities, and other factors affecting commodity
prices, prospects for commodities, the state of inter-
national action on commodities, and problématique and
policy options relating to future actions aimed at achiev-
ing the objectives of the Integrated Programme for
Commodities; chapter IV, *“International irade”’, com-
prising an overview and sections on protectionism and
structural adjustment, the international trading system,
services, and trade relations among countries having
different economic and social systems; chapter V,
“Problems of the least developed countries’’, bearing in
mind the Substantial New Programme of Action for the

' See volume [1.

? Ibid.

¥ Reproduced in volume 1I1.
* Idem.

* Idem.
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1980s for the Least Developed Countries”, comprising
sections on econemic and social trends, national policies
in selected areas and international action, together with
conclusions and policy options.

4. ‘The Trade and Development Report, 1987° was
available to the Conference and provided an up-to-date
view of the world economic situation and, in discussing
the impact of technological change on international
competitiveness, an additional perspective on relevant
economic trends and global structural change,

5. The Havana Declaration (TD/335)" was
presenied to the Conference as representing the position
of the Group of 77 on the issues before it, and an assess-
ment and proposals by the Group of 77 relating to the
seventh session of the Conference was circulated
(TD/330 and Corr.1 and 2).* Further documents were
submitted by: the Permanent Mission of China, con-
taining a position paper of the People’s Republic of
China on issues to be considered at the seventh session
of the Conference (TD/331);° the delegation of Poland,
on behalf of the countries of Group D and Mongolia,
entitled ““Approach of the socialist countries members
of Group D and Mongolia to the substantive items of
the provisional agenda for the seventh session of the
Conference’” (TD/333 and Corr.1):'* and the United
Kingdom of Great Britain and Northern Ireland, on
behalf of Group B, containing a ministerial communi-
qué of the Council of the Organisation for Economic
Co-operation and Development {TD/334)."

6. Communicaiions were also circulated by the
delegation of the Union of Soviet Socialist Republics,
containing a document entitled ““Basic provisions for a
fundamental reform of economic management” ap-
proved by the June 1987 Plenum of the Central Com-
mittee of the Communist Party of the Soviet Union
(TD/337), and a description of the economic and
technical assistance of the USSR to developing countries
(TD/341); by the delegation of the Democratic People’s
Republic of Korea, containing the Pyongyang Declar-
ation and Plan of Action on South-South Co-operation,
adopted by the Extraordinary Ministerial Conference of
Non-Aligned Countries on South-South Co-operation
(TD/339); by the delegation of Nicaragua, containing a
resolution adopted without a vote by the 77th Con-
ference of the Inter-Parliamentary Union, entjtled ““The

¢ United Nations publication, Sales No. E.87.11.D.7.

* Final document of the Sixth Ministerial Meeting of the Group
of 77, held at Havana, Cuba, from 20 to 25 April 1987; reproduced
in annex V below,

* Reproduced in annex 'V below.
* Reproduced in annex VI below,
" Idewm.
W Jdem.
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Contribution of Parliaments to; the achievement of fair
international trade in all its aspects, including trade in
agricultural products; the elimination of tariff and other
barriers; a better understanding of the socio-economic
impact of protectionism, in particular on the developing
countries’” (TD/340); by the delegation of the Socialist

People’s Republic of Albania, containing a declaration
with regard to TD/333 (TD/343); and by the delegation
of Czechoslovakia entitled “‘Economic assistance pro-
vided by the Czechoslovak Socialist Republic to
developing countries and national liberation movements
in 1986 (TD/345).

I. General debate
(Agenda item 7}

7. The general debate was opened at the 202nd meeting of the Conference, on
10 July 1987, and was concluded at the 219th meeting, on 30 July 1987. In the course
of the general debate, the Conference was addressed by heads of delegation of
members of the Conference as well as by the executive heads or representatives of a
number of regional commissions and specialized agencies of the United Nations and
by heads of department of the United Nations Secretariat, representatives of in-
tergovernmental bodies and observers for non-governmental organizations, and by
other representatives and observers.’? At the 209th meeting, on 15 July 1987, the
Conference heard a statement by Mr. Gamani Corea, former Secretary-General of

UNCTAD (TD/L.298)."

'* For the list of statements made, see annex Il below.

' See volume [].

Il. Revitalizing development, growth and international trade, in a more predictable and sup-
portive environment, through multilateral co-operation: assessment of relevant economic
trends and of global structural change, and appropriate formulation of policies and meas-
ures, addressing key issues in the following interrelated areas:

(@) Resources for development, including financial, and related monetary questions;

(b)) Commodities;
{(¢) International trade;
() Problems of the least

developed countries,

bearing in mind the Substantial New

Programme of Action for the 1980s for the Least Developed Countries

{Agenda item 8)

8. Item & was considered by the Conference in ple-
nary meeting in conjunction with the general debate.

9. At the 205th meeting, on 13 July 1987, the Con-
ference decided to refer the four sub-items of item 8 to
four Sessional Committees for consideration and re-
port.

10. During the session, proposals were submitted by
Cuba, on behalf of the States members of the Group
of 77, regarding policies and measures in the areas of:
resources for development, including financial, and re-
lated monetary questions (TD/L.312); commodities
(TD/L.313); and internationat trade (TD/L.314).

11. At the 220th (closing) meeting, on 3 August
1987, the reports of Sessional Committees 1, 1I and IV
were introduced by the respective Chairmen and that of
Sessional Committee I11 by the Rapporteur. At the same
meeting, the Conference took note of the reports of the
four Sessional Committees and decided that these
should be incorporated in the report on its seventh ses-
sion (see chapter V below).

12. At the same meeting, the President introduced a
draft consolidated text (TD/L.316 and Add.1-6), which

had been elaborated in the President’s Contact Group
on the basis, infer alia, of the contributions of the Ses-
sional Committees and represented the substantive out-
come of the consideration of item 8. The Contact Group
had recommended that the text be entitled *‘Final Act of
UNCTAD VII'.

13. The representative of Jamaica recalled that, in
the informal negotiations on the text on resources in the
Final Act, his delegation had on two occasions indicated
that the text as it finally emerged did not reflect the
delegation’s instructions, although at a certain stage it
had appeared that it would do so. Jamaica—as well as
perhaps more than 50 other countries—had not seen its
concerns reflected in the text on resources. The policy
statement by the representative of Jamaica at the open-
ing of the Conference'* had contained a section headed
“Debt and development: the experience of small
middle-income developing countries” and it had drawn
attention to a propoesal by the Prime Minister of
Jamaica which sought to ensure that the developing

“ For a summary of ‘the statement, made at the 203rd plenary
meeting, see volume 1L
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debtor countries received the necessary and sufficient
financial resources 1o enable them 1o grow out of the
present crisis, The Jamaican proposal built on the widely
accepted growth and development oriented strategies,
and the key element was *‘the targeted reduction of debt
ratios to sustainable levels over a programmed period,
which would release sufficient disposable resources to
achieve targeted growth.” The Jamaican delegation
believed that that additional element to the debt strategy
would allow all developing debtor countries to receive
the external resources needed to achieve sustainable
growth and thereby development.

14, He recalled further that one of the documents
emanating from the informal negotiations contained a
paragraph (para. 4) which had read as follows:

““The objective of bringing indebtedness and debt-
servicing capacity into line with one another in the
context of adjustment with growth can only be re-
alized if all the parties concerned discharge their
responsibilities. Such a process requires higher levels
of external resources availabilities as investment and
import volumes wilf need to grow substantially.”

In the informal negotiations he had stated that that text
was acceptable to the Group of 77 and to his own
delegation. Subsequently, in another informal setting
in which he had not participated, that text had been
changed and the new version was now to be found in
paragraph 37 of the Final Act. He requested that the
above text emanating from the informal nego-
tiations—which at that stage had been an agreed text
-—should be reproduced as an additional formulation
in paragraph 37 of the Final Act.

15, Turning to paragraph 39 of the Final Act, he
noted that it stated that the debt problems of both those
developing countries with lower per capita income,
whose debt was mainly on concessional terms and
largely with official creditors, and those with higher per
capita income, whose debt was mainly on market terms
and largely with commercial creditors, were being ad-
dressed. He pointed out that the debt problems of those
developing countries whose external debt was owed to
bilateral and multilateral creditors but on non-
concessional terms, and because of their limited access
to private capital markets, was not being addressed. He
found it difficult to associate fully with a text which
clearly excluded that category of countries, which was
now clearly recognized to be in need of consideration by
the international community. Although he was not pro-
posing an amendment to paragraph 39, he hoped that
the problems of those developing debtor countries
which relied primarily on bilateral and multilateral non-
concessional flows, and with limited access to private
capital markets, would be adequately addressed. For
that reason, his delegation wished to propose two fur-
ther amendments to the Final Act: one in subparagraph
44 (/) and one in subparagraph 44(/). The amendment to
subparagraph 44 (/) would read as follows:

“Creditor Governments are encouraged to apply
flexibility in debt restructuring operations and in pro-
viding new loans to developing debtor countries
which rely primarily on official and officially
guaranteed loans.””

That amendment did not harm the balance of the text,
in view of what was stated in subparagraph 44 (f),
which addressed the concerns of the heavily indebted
countries whose borrowings on the private capital
market endangered the international financial system.
Just as it was appropriate for subparagraph 44 (4} to be
included in the Final Act, so it would be quite in order
for the concerns of his delegation to be reflected.

16. As to subparagraph 44 (), which stated that in
respect of the ODA debt of poorer developing coun-
tries, developed donor countries which had not vet done
so should implement in full Trade and Development
Board resclution 165 (8-1X) of 11 March 1978, he pro-
posed the addition of a sentence to read:

“Consideration should be given to extending the
coverage to include those developing debtor countries
that rely primarily on loans from official sources and
multilateral development banks.”

17. He observed that delegations from a wide cross-
section had said that they understood and sympathized
with the above amendments. Over the years, the
Jamaican delegation had participated in the work in
UNCTAD in an effort to seek better opportunities for
all and not only for Jamaica. But it could not see why
the pursuit of the general good should be at the expense
of the national good. He had thus put forward those
proposals for inclusion in the Final Act and he read the
Final Act as encompassing those sections which dealt
with the assessment; the policies and measures; and the
orientations for the future. He wished to see his con-
cerns reflected specifically in the Final Act and not
merely accommaodated in another section of the report
of the Conference.

18. The spokesman for Group B (Belgium) assured
the representative of Jamaica that his statement would
be examined with great care by the countries of
Group B. The Jamaican proposals, however, referred
to issues discussed during the Conference on which
agreement had been difficult to reach. It would be both
difficult and dangerous to reopen the discussion and it
would be better not to alter a text which had been ac-
cepted by the Conference as a whole. In a concern to
preserve what had been jointly accomplished, he asked
the representative of Jamaica not to pursue his pro-
posals, which Group B was not in a position to accept,

19. The President noted that there secemed to be
some opposition to the proposals made by the del-
egation of Jamaica for specific amendments to the Final
Act. He noted additionally that there had been a request
from the representative of Jamaica that, if such was the
case, the statement should be fully reflected in the
record, He sought confirmation of that.

20. The representative of Jamaica said that he
wished to propose that the Final Act contain in some
way or other an indication that to those points had been
raised. That could be done by use of an asterisk, com-
plemented by the text of his statement in the report of
the Conference.

21. The President said that he did not interpret the
position taken by the representative of Jamaica as being
so rigid that it would hold up the proceedings of the
Conference. He was sure that a suitable place would be
found in the report of the Conference where the
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Jamaican statement would be incorporated. A reference
to it would be included in the index to observations and
reservations in part I, section B, of the report.

Actiorn by the Conference

22. At the 220th (closing) meeting, on 3 August
1987, the Conference adopted the Final Act of
UNCTAD VII without dissent,'* The draft proposals
in TD/L.312, TD/L.313 and TD/L.314 were
withdrawn, A further proposal on policies and
measures relating to problems of the least developed
countries, introduced by the representative of
Bangladesh in Committee IV on behalf of the States
members of the Group of 77 (TEIXVID)/C.IV/L.1), was
also withdrawn.

Statements made on the adoption of the Final Act

23. The spokesman for the Group of 77 (Cuba)
observed that the seventh session of the Conference had
been the occasion of a major development: the decisive
progress made towards the entry into force of the
Agreement Establishing the Common Fund for Com-
modities.'* The Group of 77 took note with deep ap-
preciation of the action taken by Peru to deposit its in-
strument of raiification in Geneva and by the Union of
Soviet Socialist Republics, Cdte d’Ivoire and Bulgaria
to sign the Agreement, and of their firm intention to
ratify it very soon. The Group of 77 also took note with
deep appreciation of the announcements by Madagascar
that it had completed its ratification procedure and by
Costa Rica, Portugal and Thailand of their intention to
deposit their instruments of ratification in the very near
future. The Group of 77 wished to express its gratitude
to Norway and to States members of OPEC for under-
taking to provide the contributions on behalf of the
least developed countries.

24. Those important decisions were of high political
significance. Those actions, when completed, would in-
deed fuifil the remaining condition for the entry into
force of the Agreement, They meant that the long-
awaited entry into force of the Agreement had practi-
cally become a reality, That would represent advance-
ment towards the aims and objectives of the Integrated
Programme for Commodities. It was a concrete step
forward which augured well for a brighter future for in-
ternational co-operation in the field of commodities.

25. The Group of 77 wished to express ouce again
its deep appreciation to all those countries which had,
before the beginning of the Conference and, for many
of them, a number of years earlier, already deposiied
their respective instruments of ratification, acceptance
or approval of the Agreement.

26, The Group of 77 reaffirmed its commitment to
the Common Fund and to its principles and objectives
and emphasized its importance for the developing
countries. It therefore appealed to all those countries
which had not yet joined the Agreement to do so as a
matter of priority. It also appealed to those countries
which had signed and/or ratified the Agreement to ac-

'* For the text, see part one above, section A.l.

¢ United Nations publication, Sales No. E.81.11.D.8 and corrigen-
dum.

celerate the implementation of their commitment to the
Fund so that it could start its operations as soon as
possible.

27. When the Agreement Establishing the Common
Fund came into force, the Group of 77 hoped that the
Secretary-General of UNCTAD would proceed as soon
as possible with the mandate given to him under
paragraph 2 (b) of resolution 2 {IV) of 27 June 1980,
adopted by the United Nations Negotiating Conference
on a Common Fund under the Iniegrated Programme
for Commeodities,'” namely to convene the first annual
meeting of the Governing Council of the Fund.

28. The spokesman for Group B (Belgium) said that
his Group welcomed the adoption of the Final Act. &
appreciated the intensive efforts which had been de-
voted to the assessment process both before and during
the Conference. The fact that those efforts had resulted
in a common assessment would be widely welcomed.
Naturally, each delegation had its own perceptions, and
not all would agree with every word of the assessment.
However, it must be recognized that that was all part of
an important process leading to better understanding
and co-operation in the field of development.

29. He wished to make some observations on issues
to which Group B attached particular importance.

30. First, Group B would like to underscore the im-
portance of the Uruguay Round of multilateral trade
negotiations for all participants and it went without
saying that the text just adopted in no way impinged on
the letter or spirit of the Punta del Este Declaration.'®
The central role of the Uruguay Round in addressing the
major problems in internationat {rade had been clearly
brought out during the Conference. The improvement
and strengthening of the open multilateral trading sys-
tem and the further liberalization of trade were objec-
tives all shared. In that regard, Group B attached great
importance to the continuation of substantive progress,
achieved through the active participation of all partici-
pants, with a view to a successful and comprehensive
conclusion to the negotiations within the agreed time-
frame,

31. Group B welcomed the increasing recognition of
the vital relationship between structural adjustment and
growth and development, for all countries. In that
regard, his Group fully supported the continuation of
the Trade and Development Board’s annual review
of protectionisin and structural adjustment in the
agriculture, manufactures and services sectors, under its
existing mandate, but with further improvement in the
quality of analysis and a wider and more balanced
coverage of regional groups.

32. Finally, having agreed to accept the text in sec-
tion II. C, on international trade, Group B wished to
express, in particular, its reservation on paragraph
105 (19} relating to UNCTAD’s work on services.

33. Its concern was based on its experience with the
use to which work mandated to the UNCTAD

"7 See the report of the Negotiaiing Conference on its fourih session
{TD/IPC/CF/CONF/26), annex.

'* GATT, Basic Insiruments and Selected Documenis, Thiriy-third
Supplenient {Sales No. GATT/1987-1), p. 19.



Part iwo. Summary of proceedings 33

secretariat had been put, and with the extent to which
that could be used either to delay or to impede the pro-
gress of negotiations on trade in services in the Uruguay
Round. Group B’s concerns were justified by its wish to
preserve the process of negotiations in the Uruguay
Round. In that context Group B encouraged all par-
ticipants in the MTNs to participate actively and con-
structively in those negotiations.

34. Group B attached importance to the completion
of the work in the existing mandate as contained in
Board decision 309 (XXX) of 29 March 1985, on ser-
vices, particularly the national studies.

35. Group B hoped that this message would be
understood as a positive effort on its part to advance
work in that area.

36. The Legal Adviser stated that the reservation
placed on record by the representative of Belgium did
not change the legal status of the text which stood
adopted by the Conference. Nor did the reservation
modify the legal basis for action by UNCTAD under
paragraph 105 (19).

37. The President said that that was a common
understanding.

38. The spokesman for Group D (Poland), speaking
also on behalf of Mongolia, said that, in a spirit of
realism, dialogue and responsibility for the future of the
world economy, the Conference had been trying to find
agreements and joint constructive actions or ap-
propriate policies and measures to benefit the entire
international community.

39. Group D welcomed the fact that the Conference
had reached a consensus on the Final Act. It found it
balanced but was of the opinion that the issue of inter-
national economic security, together with the
confidence-building measures in the economic field,
should remain on the agenda of UNCTAD activities.

40. The comprehensive attitude of the Group D
countries on all important issues on the agenda was fully
presented in TD/333 and had been expressed on various
occasions during the general debate and in the Sessional
Committees.

41. It was Group D’s firm conviction that there ex-
isted a close relationship between disarmament and
development and that all concrete steps on the way to
disarmament should be linked with reallocating a por-
tion of the resources to be released to meet the needs of
economic and social progress of all countries, in par-
ticular developing ones.

42, He regretted to note that that important prob-
lem, mentioned on so many occasions during the
general debate by various heads of delegation, was not
adequately reflected in the operative part of the Final
Act of the Conference. UNCTAD had a mandate in that
field, which should be fully implemented.

43. Group D agreed that the removal of
discriminatory restraints on exports was essential for
liberalization. It agreed also that the export interests of
developing countries should be taken into account in
particular. It was his Group’s understanding that that
liberalization should be implemented in strict com-
pliance with the respective principles of international

trade. With regard to the guestion of economic and
trade sanctions, Group D’s position was that they
should not be imposed for non-economic reasons, ex-
cept in the case of those based on General Assembly
resolutions.

44. He confirmed Group D’s well-known position
of principle on fixed targets for ODA, Board resolution
165 (8-IX), as well as on the interpretation of the words
“‘developed countries”’, and ‘‘donor countries’®. That
position had been expressed upen the adoption by the
General Assembly of the International Development
Strategy for the Third United Nations Developinent
Decade™ and of the Substantial New Programime of Ac-
tion for the 1980s for the Least Developed Countries®®
and had been reiterated on several occasions. The,
socialist countries of Group D would continue
strengthening their trade, economic and technical co-
operation with developing countries with the aim of
promoting their national, social and economic develop-
ment and assisting them in overcoming economic
underdevelopment.

45. Concerning the orientations for the future work
of UNCTAD, Group D proceeded from the under-
standing that UNCTAD’s future activities should cover
all the main fields of its work programme in accordance
with its mandate as contained in General Assembly
resofution 1995 (X1X).

46, The spokesman for the Group of 77 (Cuba),
referring to economic measures applied for political
reasons in order to exert economic and political co-
ercion, stated that the Group of 77 wished to reaffirm
its full respect for the inalienable right of all States to
ensure their economic and social development and to ex-
ercise their sovereign choice in deciding on their
economic and social sysiems, as well as to promote the
well-being of their peoples in accordance with national
economic plans and policies. It was not acceptable that
that right should be restricted by the arbitrary economic
measures which other States imposed in order to exert
econcomic and political coercion. They did so to achieve
aims which were incompatible with the United Nations
Charter and which were a violation both of bilateral and
multilateral commitments entered into and of inter-
national law. In demanding the revocation of those
measures of economic aggression, the Group of 77 re-
affirmed its full support for, and solidarity with, the
peoples victims of a policy that was directed to retarding
their economic development and social welfare.

47. The representative of the United States of
America said that his delegation considered section
I1.A, on debt, resources and related issues, on balance
o be a construciive statement. However, there was one
portion he wished to comment on. The United States
believed that the international economic environment,
described in paragraph 40, and as characterized else-
where in the Conference text, had been substantially
more positive than was stated in the paper. lndustrial
countries’ growth had been sustained for five years;

' General Assembly resclhution 35/56 of 5 December 1980, annex.

= Report of the United Nations Conference an the Least Developed
Couniries, Paris, 1-14 September 1981 (United Nations publication,
Sales No. E.82.1.8), part one, secl. A,
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market access had been improved; interest rates had
fallen. Those factors had been a positive and helpful in-
fluence on economic prospects of developing countries,
He expressed appreciation for the constructive and co-
operative efforts and leadership which resulted in the
successful outcome on that item of the agenda.

48. ‘The United States had worked hard throughout
the session to reach agreement where possible on issues
of substance, and where differences persisted, had
sought to have those differences recorded in the text,
when possible. In the area of commodities, section I1.B,
he recalled that the United States had voted against
Conference resolution 125 (V), which commissioned a
study of a new complementary financing facility, and
resolution 157 (VI), which called for the establishment
of an expert group. The United States did not recognize
that UNCTAD had a mandate to study and make
recommendations on compensatory financing and, as a
result, had not and would not participate in the discus-
sion of the expert group.

49.  With respect to the conclusions reached by the
Conference in section 11.C, on international trade, the
United States wished to express its appreciation to those
who had participated constructively throughout the
Conference on the imporiant issues involved. It was
because of such co-operation that the United States
chose, after careful consideration, to join the consensus
on that section. In so doing, the United States wished to
make the following points concerning the text.

50. First, it believed that the agreement in no way
compromised or reinterpreted the commitments reached
in Punta del Este with trading pariners on the Uruguay
Round of multilateral trade negotiations, which it
hoped would be concluded rapidly and with the active
and constructive participation of the parties involved.

51. Secondly, with respect to paragraph 105 (19} on
services, the United States fully supported the declara-
tion made on behalf of Group B and the reservation
expressed. Its decision to agree to that particular text
had not been easy; none the less, it joined the consensus
in order to demonstrate its constructive attitude, which
it hoped was genuinely shared by all concerned. Agree-
ment to the text should in no way be construed to extend
an exclusive role to UNCTAD for the analysis of the
implications for development of trade in services. The
complexity of the issues involved required analysis by
many interested in trade in services. It did not expect
that this agreement wounld be used to undermine the pro-
cess nor impede rapid progress in the negotiations on
trade in services under way in the Uruguay Round.

52. Finally, with respect to paragraph 105 (23),
regarding the international trading system, the United
States maintained the position that any review or study
by the Trade and Development Board should be of a
general character and should not be aimed at
establishing a new set of rules for international trade.

53.  With respect to the least developed countries,
and in particular with respect to paragraph 117 of that
portion of the Final Act regarding ODA targets
established in the Substantial New Programme of Ac-
tion, he recatled the position of the United States on
that issue which had been most recently expressed at
the 1985 mid-term review of the Substantial New Pro-
gramme of Action following the adoption of the report
of that meeting.?'

54. The representative of the United Kingdom said
that his Government had throughout been working for a
positive outcome to the Conference which would ad-
dress the very real problems facing developing countries
and contribute practically to their solution. Accord-
ingly, it could accept the single final outcome document
as a broad statement of the consensus which had been
reached,

55. There was, however, a point concerning the
Common Fund on which he wished to make the position
of his Government clear.

56. As the Minister for Trade of the United
Kingdom had said in his statement at the 214th plenary
meeting of the Conference, on 28 July, the United
Kingdom recognized the seriousness of the problems
facing a number of developing countries whose
economies were dependent upon the production of cer-
tain primary commodities. That was an area to which
the United Kingdom had pledged resources both in its
bilateral aid programme and through its support for ac-
tivity by the international institufions. But, as the
Minister had also said, the solution to the decline in
commodity prices in real terms since the 1950s was not
to attempt to rig the market or to distort consumer
choice. It must lie in the acceptance of change and the
readiness to adapt to market trends.

57. Those considerations were especially relevant,
given the prospect that the Common Fund would enter
into force in the foreseeable future. It was now 10 years
since the negoiiations establishing the Fund began.
Since then there had been major changes in world com-
modity markets. The United Kingdom believed that it
was important to reflect very carefully on the lessons
learned from experience in that period. In the light of
those changes States must ask themselves how far the
Common Fund could still fulfil the tasks originally en-
visaged for it.

58. The United Kingdom believed that it was highly
desirable that ways should be found in which those
aspects could be examined thoroughly before steps were
taken to bring the Common Fund into operation.

# See Official Records of the Trade and Devefopment Board,
Thirty-second Session, Annexes, agenda item 7, document TD/
B/1078, paras. 220-223.
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III. Other business
{Agenda itemn 9)

Economic situation in the occupied Palestinian
territories

59. At the 220th (closing) meeting, on 3 August
1987, the President drew attention to a drafi resolution
on the economic situation in the occupied Palestinian
territories, submitted by Cuba on behalf of the Group
of 77 (TD/L.295).

60. The representative of Israel said that draft resol-
ution TD/L.295, which was replete with falsifications,
was but vet another exercise of the political and propa-
ganda campaign waged incessantly against Israel by
Arab States ever since its inception. It came on the heels
of a futile attempt to challenge the credentials of his
delegation and had nothing to do with the subject-
matter of the Conference, It was the only political reso-
Iution, in fact the only resofution at all regarding a spe-
cific issue, which was put to the vote. Other resolutions
had been adopted at Havana, but they had apparentiy
got lost en route. Thus, although the United Nations
was based on the principle of sovereign equality en-
shrined in the Charter, it appeared, again, that there
was one cause which, because of the manipulaiion of an
automatic majority, was tnore egual than others,
namely, the singling out of Israel for blame through
diplomatic pressure and economic blackmail.

61. The General Assembly might decide, upon the
recommendation of the Committee of Eighteen, that
unnecessary proceedings should be curtailed and the
work of United Nations bodies streamlined, the
Secretary-General might call for the avoidance of un-
necessary confrontation, but a plethora of repetitious
resolutions directed against Israel continued blithely to
emanate from the Organization, at the behest of those
who wished thereby to serve their terrorist purposes.
Meetings of the Group of 77 and the non-aligned
couniries were cynically abused in order to impose these
texts, as was the case with the present draft.

62. At the current session, the major problems be-
setting world trade and development were thus now put
aside for this all-important goal of Israel’s detractors Lo
gel their customary pound of political flesh. Uliimately
the member States interested in the solution of these
problems would be the real losers of this cynical squan-
dering of resources, time and energy. The draft would
hurt the cause of the Conference rather than that of the
State of Israel. Public opinion would not fail to pay at-
tention to this regrettable diversion, drawing its own
conclusions on the validity and relevance of UNCTAD’s
work, as had indeed already been the case in the local
press,

63. As for the real economic and commercial situ-
ation in the territories under Israeli administration, the
facts were very different from the situation por-
trayed in the draft, Israel had submitted full data in pro-
ceedings in the General Assembly, the Economic and
Social Council, Habitat, UNEP, ILO and WHO and in
the Israeli statement in the general debate (216th me-
eting). The records were there for everybody who

wished to know the true facts. The GNP in the territo-
ries under Israeli administration had increased by about
400 per cent since 1967; private and public construction
had risen 900 per cent; and the value of exported goods
had increased almost twelvefold, namely, from $34
miflion to $393 million. In this period, close to 2,500 in-
dustrial plants and workshops had been established, the
industriai workforce had doubled, and the unemploy-
ment rate had dropped from 10 to 3 per cent while pri-
vate consumption rose 230 per cent. All that was not-
withstanding the 45 per cent increase in the population
since 1967,

64. In that permanent endeavour to improve the
living conditions and promote the economy of the terri-
tories, Israel more than welcomed international
assistance, UNDP was carrying out a most effective
programme in that respect, comprising 13 fully imple-
mented projects and 20 projects under implementation,
involving the expenditure $16.6 million.

65. It would be much more helpful for the inhabi-
tants of the territories if international bodies like
UNCTAD were called upon to do more in practice to as-
sist in their economic growth than to host sterile debates
and pass unnecessary and unwarranted resolutions.
That went even more so for the wealthy Arab States,
which really could finance at least the projects for which
UNDP was seeking funds (see DP/1987/23).

66, Consequently, insiead of belabouring a non-
problem of difficulties regarding the export of goods
from the territories, it would be much more appropriate
to take steps to abolish import restrictions regarding
those goods in various countiries, partly because of jlle-
gal boycott practices. Instead of referring to a white
elephant project of a commercial seaport conceived for
political purposes only, it would be much more advis-
able to mobilize funds for a fishing port at the same
location. Instead of yet another Palestinian unit at
UNCTAD, in addition to an ever-growing department
at Headquarters, it would be much better to spend the
moiiey involved in one of the many projects in agricul-
ture, industry, housing, health and infrastructure in the
territories, which still awaited financing.

67. It was highly incongruous to call, in a confer-
ence aiming at human betierment through the promo-
tion of trade and development, for co-operation with
those whose trade was inhuman terrorism and whose
main development activity was to develop air piracy.
Their production line included the preparation of explo-
sives to be used in market places, public transportation,
beaches, restaurants, schools and synagogues.

68. He called upon all member States wishing to
promote the real goals of UNCTAD to reject this trans-
parent attempt to distort and politicize the work of the
Conference and to vote against the draft.

69. The observer for the Palestine Liberation Or-
ganization, speaking in accordance with General
Assembly resolution 3237 (XXIX), said that draft resol-
ution TD/L.295 reflected the views of the Group of 77.
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He did not consider the statement by the Israeli del-
egation as directly related to his organization or the
Arab Group but rather as an insult to the whole Group
of 77. The Israeli delegation should stop preaching wis-
dom and pretending innocence as if it were not aware of
the nature of the Conference. The draft resolution con-
cerned UNCTAD’s work, the economy of the occupied
Palestinian territories and, particularly, the trade sec-
tor. He challenged the Israeli delegation to say why it
had bilocked the implementation of a seaport in occu-
pied Gaza. Was not the construction of a seaport related
to the question of trade? Such was the sort of assistance
the Palestinian people was receiving under Israeli occu-
pation. He also asked, with reference to the decision of
the European Community agreeing to give Palestinian
products access to the EEC market, on a preferential
basis because the EEC was very much concerned at the
deteriorating economic conditions in the occupied
Palestinian territories, as were the other countries of the
world, why Israel had stopped Palestinian products
from being exported to the European Community? Was
that an act of assistance to the Palestinian people? Was
it a logical or an illogical act? International conferences
had become used to false statements by the Israeli del-
egation, which c¢laimed that occupation brought econ-
omic development and prosperity. Why then had the
Conference spent long nights discussing the situation of
the world economy? Why did not the Israeli delegation
submit a resolution advising all delegations {0 welcome
Israeli occupation in order to rid the whole world of de-
teriorating economic conditions? Recalling the Arabic
proverb that he who has not cannot give, he said that
the Isracli economy was suffering from an extremely
critical crisis. It had an external debt of over $22 billion
and over $23 billion of internal debt. That was in addi-
tion to inflation and a balance-of-payments deficit, and
despite the aid given by the United States, which ex-
ceeded $4 billion annually.

70. That money was spent on military adventures
against the Arab Nation, including the Palestinian
people, and for the construction of colonial settlements
in the occupied Palestinian territories. The Palestine
Liberation Organization was no match for Israeli propa-
gandists but, whatever the fine words used to conceal
them, the facts spoke for themselves. There could be no
economic development or growth under Israeli occupa-
tion. The Israeli delegation referred to United Nations
reports. He noted, however, that such reports described
the deteriorating situation. He challenged the Israeli
delegation to address itself to the resolution and say why
Israel did not agree to implement the EEC decision or
agree to the building of a seaport. The Palestinians did
not want Israel or Israeli occupation. They wanted to be
free from any occupaiion. He noted that the President
was from Zimbabwe, a country which had suffered
from alien colonial occupation. He expressed confi-
dence that the Palestinians would one day be full mem-
bers of UNCTAD, despite the intentions of the Israeli
delegation, which must know that the time of colo-
nialism was long past. The time would come for Pales-
tine and South Africa to join the ranks of the independ-
ent States.

71. He pointed out that draft resolution TD/L.295
was wholly related to trade matters and appeals for

improvement of the conditions of people living under
occupation and was confident that all would support it.

72. The representative of the Syrian Arab Republic
observed that the Israeli delegation’s references to hap-
piness and prosperity, and the so-called terrestrial
paradise that existed in occupied Palestinian and Syrian
territories, created a certain degree of remorse and envy
because the entire world had been unable to avail itself
of that prosperity.

73. The Conference had been told by the Israeli
delegation that it was discussing problems which did not
exist and, in this connection, he recalled that Mrs.
Goida Meier and Mr. Abba Eban had both asserted that
the Palestinian people did not exist. Yei when the
Israclis wished io kill Palestinians they knew where to
find them. If the occupied Palestinian and Arab ter-
ritories were such a terrestrial paradise, why had the
Israeli authorities prevented the United Nations mission
entrusted with investigating Israeli practices with regard
to violations of human rights, and the mission enquiring
into the health conditions in the occupied territories,
from penetrating into those territories? Why had
representatives of churches, of jurists, of legal organiz-
ations, and all those who defended and protected
human rights been forbidden access to those occupied
territories which, according to the Israeli delegate, en-
joved such quality of life. The situation in the occupied
territories resembled only what was experienced in
South Africa and Namibia at the hands of the gpartheid
régime. That was why those two régimes, the Israeli and
the South African, were in sympathy, and why they col-
laborated, sowed discord and sought to conclude
political, military and economic treaties. Those régimes,
which defied the United Nations Charter and its resol-
utions, continued to benefit from the support of the
greatest Power of the world, namely the United States.

74. The representative of the United States of
America called for a roll-call vote on draft resolution
TD/L.295,

75. The representative of the Syrian Arab Republic
supported the request for a roll-call vote,

76. The representative of Malta announced that his
delegation would not participate in the vote because,
although it supported the attainmemnt by the Palestinian
people of their legitimate rights, his delegation con-
sidered that the seventh session of the Conference was
not the proper forum in which to pursue a purpose that
should rather be taken up in the Commitiee on the Exer-
cise of the Inalienable Rights of the Palestinian People,
at the General Assembly and in the Security Council,
where Malta would continue to work for the attainment
of the Palestinian rights.

77. ‘The representative of the Syrian Arab Republic,
speaking on a point of order, objected to the fact that,
as the vote had started, the representative of Malta had
no right to raise any other issue.

78. The President observed that the statement by
the representative of the Syrian Arab Republic was very
pertinent. He himself had believed that the represen-
tative of Malta intended to speak in explanation of vote,
which he believed was permissible.
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79. ‘The Legal Adviser stated that the representative
of Malta had asked for the floor to explain his position
on the draft resoiution. At one point, when the process
started, it should not be interrupted and all other expla-
nations of vote or position should be made after the
voting was completed and the results announced. How-
ever, to explain positions and votes before the voting
had commenced was perfectly permissible.

Action by the conference

80. At the 220th (closing) plenary meeting, on 3
August 1987, the Conference adopted draft resolution
TD/L.295 by a roll-call vote of 80 to 2, with 32 absten-
tions.>? The voting was as follows :

In favour: Afghanistan, Algeria, Argentina, Bahrain,
Bangladesh, Benin, Bhutan, Bolivia, Botswana, Brazil,
Bulgaria, Burma, Burundi, Byelorussian Soviet
Socialist Republic, China, Colombia, Comoros, Cuba,
Cyprus, Czechoslovakia, Democratic Kampuchea,
Democratic People’s Republic of Korea, Democratic
Yemen, Ecuador, Egypt, Ethiopia, Gabon, German
Democratic Republic, Ghana, Hungary, India, Indone-
sia, Iran (islamic Republic of), Iraq, Jamaica, Jordan,
Kenya, Kuwait, Lebanon, Libyan Arab Jamahiriya,
Madagascar, Malaysia, Mexico, Mongolia, Morocco,
Mozambique, Nepal, Nicaragua, Niger, Nigeria, Oman,
Pakistan, Philippines, Poland, Qatar, Repubiic of
Korea, Romania, Rwanda, Saudi Arabia, Senegal,
Singapore, Somalia, Sri Lanka, Sudan, Syrian Arab Re-
public, Thailand, Togo, Trinidad and Tobago, Tunisia,
Turkey, Ukrainian Soviet Socialist Republic, Union of
Soviet Socialist Republics, United Arab Emirates, Uni-
ted Republic of Tanzania, Venezuela, Viet Nam, Ye-
men, Yugoslavia, Zaire, Zimbabwe.

Against: Israel, United States of America.

Abstaining: Australia, Austria, Belgium, Cameroon,
Canada, Costa Rica, Cote d’Ivoire, Denmark, El Salva-
dor, Finland, France, Germany, Federal Republic of,
Greece, Guatemala, Honduras, Ireland, Italy, Japan,
Liechtensiein, Luxembourg, Netherlands, New Zea-
land, Norway, Panama, Paraguay, Peru, Portugal,
Spain, Sweden, Switzerland, United Kingdom of Great
Britain and Northern Ireland, Uruguay.

81. The representative of the United States of Am-
erica stated that his delegation wished to register its pro-
found dismay at the introduction and subsequent vote
on draft resolution TD/1..293, and at the fact that such
a resolution had found its way into a conference on
trade and development, It had voted against its adop-
tion because it dealt with a subject-matter which had ab-
solutely no relevance to the purposes of the seventh ses-
sion of the Conference. Had there been any question
about that, certain of the statements made before the
vote should have removed any doubts. The contribution
that the seventh session of the Conference had made in
finding common understandings on the fundamental is-
sues affecting the world economy had now been flawed.
UNCTAD’s credibility as an ongoing forum for serious
economic and development discussions, perhaps its
single most precious asset, must now be called into ques-
tion. All of this because a few countries could not resist
using UNCTAD, a forum so potentially important to so

2 For the text adopied, see resolution 169 (VII).

many developing countries, to score cheap political
points. The United States delegation hesitated to specu-
late on the implications for the future of UNCTAD of
this sorry effort to politicize the session.

82. The representative of Denmark, speaking on
behalf of the European Economic Community and its
member States, stated that they had abstained in the
vote on TD/L.295. It found that the resolution went
beyond the agreed agenda for the session. Its vote
should in no way be taken as an indication of the views
of the Governments of the States members of the EEC
on the substantive issue. Those views had already been
fully explained in the General Assembly, where the
guestion was regularly dealt with,

83. The representative of Greece said that his del-
egation had joined the other States members of the
European Community concerning draft resolution
TD/L.295, for it found the reasons put forward in the
Community statement legitimate. That, however, did
not imply any change in substance of the position taken
by the Greek Government on the Palestine issue in inter-
national forums as well as in the European Community,
where it had been recently decided to strengthen the
economic ties with the Palestinian people in the Gaza
Strip and the West Bank.

84. The representative of Ecuador wished to place
clearly on record that, in voting in favour of draft res-
olution TD/L.295, his delegation did so in keeping with
an unswerving principle of the international policy of
Ecuador regarding the rejection of occupation and the
acquisition of territory by force. The Government of
Ecuador also considered that the occupation of those
territories caused serious economic and social problems
to the Palestinian population.

85. The spokesman for Group D (Poland), speaking
also on behalf of Morngolia, said that the delegations of
his Group and Mongolia had voted in favour of draft
resolution TD/L.295. They attached great importance
to socio-economic aspects of the Middle East problem,
which required a speedy, just, equitable and
comprehensive settlement. They had strongly and con-
sistently supported the inalienable rights of the Palesti-
nian people to self-determination, to national inde-
pendence and sovereignty and the right to establish their
own independent State. It was their conviction that the
path to a comprehensive settlement of the Middle East
problem lay through the collective efforts of all in-
teresied parties, inciuding the Palestine Liberation
Organization, the sole authentic representative of the
Palestinian people. They would in future continue to
support UNCTAD activities that corresponded to those
purposes in the socio-economic aspects of the Middle
East situation.

86. The representative of Bolivia said that his del-
egation had voted in favour of the draft resolution be-
cause Bolivia rejecied the occupation and annexation of
territories by force. At the same time, he expressed Boli-
via's fervent wish for an early and permanent peace in
the Middle East.

87. The observer for the Palestine Liberation Or-
ganization, speaking in accordance with General As-
sembly resolution 3237 (XXIX), said that he would ig-
nore completely certain remarks made after the voie
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which, worthless as they were, were not worthy even of
an attempt to answer them.

88. He expressed extreme gratitude to all the
countries which had supported draft resolution TD/
L.295. His organization understood the position of the
countries which had abstained although he did not agree

with it, and hoped that they would in future be able to
support such resolutions. He respected the right of Mal-
ta as a sovereign State to take any action it chose; the
close relationship between the people of Palestine and
the people of Malta would in no way be affected and he
acknowledged the strong support of the people of Malta
for the Palestinian people.

IV. Statements made at the 220th (closing) meeting of the seventh session

89. The spokesman for the Group of 77 (Cuba) said
that his Group saw in the seventh session of the Con-
ference the continuation of a process towards achieving
the aims and ideals entrusted to UNCTAD by the inter-
national community, The seventh session of the Con-
ference could not have been more opportune, given the
serious deterioration in the world economic situation
witnessed during the current decade. The persistent
stagnation of economic growth for developing coun-
tries, caused by the imadequacies of the international
economic system, had severely retarded their social and
economic progress. Their own national efforts towards
achieving their development goals had thereby been
seriously affected. In that connection, he recalled the
following observations set forth in paragraph 7 of the
Havana Declaration:

The crisis in the world economy has many dramatic manifestations.
For the developing countries, these include:

{@) The collapse of commodity prices and deteriorating terms of
trade, which have deprived them of export earnings needed o sustain
their development and to service their debt;

{#} The intolerable debt burden which has compelled many of them
to adopt, with high social and political costs, adjustment programmes
constraining their development potential. The debt cannot be serviced
and repaid under present conditions and without sustained economic
development;

{¢) The stagnation of official development assistance and the sharp
contraction in financial flows, particularly from comnmercial banks;

(d) All the previous factors have led 1o a net transfer of resources
from developing to developed countries;

t¢) The proliferation of protectionist and distortive measures and
policies in developed market-economy couniries, which are impeding
developing country exports and obstructing structural adjustments
which would permit the expansion of those exports;

(/) The erosion of respect for the disciplines of the multilateral
trading system, which exposes the developing countries to arbitrary
obstacles to their trade and leaves them without redress;

{g) The aggravation of the structural problems of the least
developed countries, especially the land-locked and island developing
countries, whose unique problems and inherent disadvantages have a
particularly negative impact on their development.?

90. He said that particular difficulties were ex-
perienced by the Palestinian people, whose living con-
ditions had been deteriorating as a result of the Israeli
occupation and who urgently needed to be liberated
from their occupation to enable them to develop their
national economy. The same could be said of the
peoples of southern Africa and Namibia, particularly
those of the front-line States, whose painstakingly
developed infrastructure and legitimate development
programmes were undermined by the South African
régime’s destabilization policy. Furthermore, the prac-

** Final document of the Sixth Ministerial Meeting of the Group
of 77, held at Havana, Cuba, from 20 to 25 April 1987; reproduced
in annex V below.

tice of imposing coercive economic measures against
developing countries for purposes incompatible with the
Charter of the United Nations had been an additional
impediment to their economic progress., Again, the
wording of paragraphs 3 and 6 of the Havana Declara-
tion was relevant;

This situation is besel with economic, social and political tensions,
within and among countries. It poses a serious threat to democracy,
social stability and international peace and security. Its reversal
should command the political commitment and co-operation of ali
nations, which must work together to build an international economic
system based on the principles of equity and justice, that would con-
tribute to the establishment of the new international economic order,

The members of the Group of 77 expect the developed countries 1o
assume their responsibilities in the present world economic crisis, and
to redesign their pelicies in order to contribute to an external environ-
ment more predictable and more supportive of growth and develop-
ment. . ..

91. Observing that revitalizing development, growth
and international trade for the benefit of all had been
the main task of the Conference at the seventh session,
he said that it had been a difficult and long drawn-out
exercise demanding maximum effort from all par-
ticipants. For more than a year the Group of 77 had
seriously and tirelessly commitied itself to the prepara-
tions for the Conference, through regional Ministerial
Meetings in Dhaka, Addis Ababa and Costa Rica,
which had culminated in the adoption of the Havana
Declaration. The agenda for the Conference had singled
out four interrelated and crucial areas in the interna-
tional economic environment. The Group of 77 sincere-
ly believed that more concrete and far-reaching policies
and measures should have resulted from so much effort,
in order to respond adequately to the gravity of the in-
ternational economic situation. The Group of 77 was
fully conscious of the challenge, and faced that
challenge pragmatically and realistically. That was
evident from the proposals drawn up by the Group and
put forward in its negotiations with the other members
of the international community. However, the response
of some of the negotiating partners had not been com-
mensurate with the gravity of the international econ-
omi¢ situation.

92, Having said that, it was the sincere wish of the
Group of 77 that the results of the seventh session of the
Conference should herald the beginning of the reversal
of the current economic situation. In particular, the
Group of 77 felt that, at a time when the interdepend-
ence of nations and issues in the economic field was in-
creasing, there was a need to take positive action to ex-
ploit the potential of international economic co-
operation. That potentional could best be realized
through multilateral co-operation based on the recogni-
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tion of the equality of all countries, UNCTAD remained
the forum for international economic co-operation and
negotiation in the field of trade, development and inter-
refated areas and could play a unique role in furthering
that inierdependence.

93. The Group of 77 was confident that all States
members of UNCTAD would henceforth endeavour to
work in earnest to implement the agreements reached by
the Conference, that the political will would be renewed
and be made more effective, that all the developed
countries would assume their responsibilities in the face
of the seriousness of the sttuation, and that multilateral
co-operation for development and economic growth
would become a reality.

94. The spokesman for Group B (Belgium) observed
that the opening of the session had been marked by a
certain scepticism in many capitals and even a great deal
of indifference among public opinion. The results that
had been achieved were due above all to those actively
engaged in the work of the session. Some found those
results modest. He believed that to be appreciated they
should be measured not only in gquantitative but also in
qualitative terms as well as in the longer perspective.
What had been achieved was above all the determi-
nation of common approaches to future work which
would be fruitful. In the case of a problem as important
as that of debt, anything that could promote a con-
vergence of views would surely facilitate settlements in
specific cases, which was currently the fundamental
issue.

95. As to commodities, an area marked by frequent
difficulties and confrontations, there were now grounds
for hope that discussions leading to arrangements for
individual commeodities could take place under con-
ditions conducive to success.

96. As to trade, it was important, if not essential,
that there should be an assurance that GATT and
UNCTAD could each continue to work towards results
corresponding to their mandates. Then again, there
were also all the measures in favour of the least
developed countries which had been formulated during
the session. In addition, there were the common percep-
tions achieved with regard to economic strategies. His
feeling was that after so many years in search of a
North-South dialogue, it could be said, to paraphrase
Proust, that the foundations had now been laid for the
rediscovery of an entente,

97. The spokesman for Group D (Poland), speaking
also on behalf of Mongolia, observed that Group D
countries had come to Geneva to ‘‘revitalized develop-
ment, growth and international trade in a more predic-
table and supportive environment through multilateral
co-operation’’. They had come prepared to negotiate in
good faith in order to make things better, being deeply
concerned at the current economic situation and the
challenges facing every member of the international
community in the process of development. In the course
of the general debate and the work of the Committees,
the discussion had focused on international trade and
development, on the urgency of solving the debt pro-
blem, liberalizing trade, diminishing protectionism,
stabilizing commodity prices, and on the least developed
countries. The seventh session of the Conference had

proved that UNCTAD was a unigue universal inter-
national forum mandated to deal with problems of
trade and development. The Group D countries had
always supported its work, and that support had been
manifesied during the Conference. Group D was pleas-
ed that, as a result of political will on the part of all
countries, the Conference had been able to reach con-
sensus on almost all important items. That would foster
revitalization of development, growth and inter-
national trade. It would also contribute to the establish-
ment of internaiional economic security and speed up
the negotiating process within UNCTAD machinery, He
expressed the hope that the results achieved at the Con-
ference would lay good foundations for sound
economic relations in the world and strengthen the role
of UNCTAD, Group D was fully committed to working
towards that goal.

98. The representative of Ching observed that
Governments had attached great importance to the
seventh session of the Conference, which had been con-
vened at a time when the North-South dialogue had for
a long time remained at a stalemate.

99, Serious discussions had been carried out on the
situation of the world economy and trade as well as such
other issues as financial resources for development,
commodities, international trade and the least
developed countries, These discussions were conducive
to the promotion of mutuwal understanding. In the
general debate, the majority of countries had expressed
the wish for dialogue and co-operation and demanded
the establishment of a liberalized multilateral trading
system and strengthened multilateral co-operation so as
to solve the economic and trade problems they con-
fronted. The developing countries had made a positive
contribution to the Conference and some developed
countries had shown sympathy for their plight.

100. Thanks to the efforis of the participants, con-
sensus had been attained on some issues and ceriain pro-
gress had been made which would be helpful to the con-
tinuation of constructive dialogue in the future.

101, The current international economic situation
continued to be grim and the developing countries were
confronted with great economic difficulties. As the
econemies of all States were more and more interdepen-
dent, the economic development of the developing
countries would become increasingly important to the
economic growth of the developed countries and to the
revitalization of the world economy as a whole. The
economic development of countries depended not only
on their own efforts and correct pelicies but also on a
favourable external environment and international co-
operation. It would be detrimenial to the developed
countries if no help was offered to the developing coun-
tries to resolve their current problems and speed up their
economic development. China therefore believed that
the dialogue between North and South on an equal
footing and the strengthening of their economic and
trade co-operation would contribute not only to the
prosperity of the world economy but to peace and
stability as well.

102. The Conference had proved once again that
UNCTAD served as an important forum within the
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United Nations system for discussing and resolving is-
sues relating to trade and development.

103. The representative of Colombia recalled that it
had been Colombia’s tradition, deeply rooted in its
commitment fo internationmal peace, justice and
equality, not to limit any analysis and actions in the in-
ternational arena to areas of disagreement and struc-
tural discrepancies that existed in respect of so many is-
sues, but always to persevere in the search for consen-
sus, and for clearly defined ground rules that fostered
the collective action of States in favour of international
trade and development.

104. That was precisely what participants had done
in the course of this important Conference, and Colom-
bia was amply satisfied with the results achieved.

105. Geneva had once more proven fertile ground
for new ideas and agreements. All had allowed their
imagination and generosity to run their course, and he
trusted that the seeds sown at the seventh session of
the Conference would bear fruit in the not too distant
future.

106. The road was now paved for UNCTAID to be-
come, with the support of the industrialized States, a
forward-looking forum of ideas as well as an effective
instrument for action in favour of developing countries.
The final outcome would be determined by how the in-
ternational agreements subscribed to were implemented
in the days ahead.

107. The work had been hard and interesting. Par-
ticipants had undertaken the various tasks with in-
tegrity, dedication and shared responsibility. History
would judge whether what was being proposed and had
been agreed to at that session of the Conference would
gradually translate into tangible results and whether to-
day’s illusions could become tomorrow’s realities,

108. Developing countries, far from becoming the
sort of “*offensive alliance’” some had anticipated, had
not adopted extreme positions and, in the formulation
of their policies, had taken into account the consider-
ations and problems of the industrialized countries.

109. There were, no doubt, differing viewpoints but
participants had been able to overcome such dif-
ferences. There had also been—throughout the
Conference—fundamental disagreements which had
continuously threatened consensus. Fortunately, reason
and good will had prevailed at the end, as had
everyone’s most sincere desire to assure the co-
ordination and complementarity of various groups’ ef-
forts. All of that had resulted in the happy ending of the
seventh session.

110. Those endorsing the ministerial declaration in
the form of UNCTAD VII's ““Final Act’’ had made a
historic commitment. Upon signing, they pledged their
word and became trustworthy keepers of the agreements
reached. That ensured that the agenda Governments
had agreed on would move forward and without undue
delays in their respective jurisdictions.

111, Consensus had been achieved on some truly
critical issues: debt, commodities, international trade
and the needs of the least developed countries. On all
and each of them Governments had made pledges. If
they were fulfilled, the seventh session of the Confe-

rence would be remembered as a giant leap forward,
and all participants would have the feeling of a job well
done and the pride of having made a contribution, The
Conference had supported new forms of recycling for
external debt and for the transfer of financial resources;
it had agreed on the basis of a dynamic and fair inter-
national trading system; it had adopted effective formu-
las and proposals to improve the outlook of commodi-
ties; and it had established the requirements of the least
developed countries to finance the growth and develop-
ment they needed to improve their people’s quality of
life. It could be emphatically stated that, as a result of
the agreements at the current session, there was a new
awakening for UNCTAD as well as the hope of a more
promising future for developing countries,

112.  The Secretary-General of UNCTAD, in a pre--
liminary and personal political assessment of the ses-
sion, observed that the atmosphere and substantive con-
tent of the discussions had been positive; they had not
been confrontational; they had been constructive, They
had ranged widely over the burning issues facing policy
makers in all countries, in particular in developing
countries, and they were not unduly constrained by nar-
row institutional concerns.

113. Those discussions had led to the adoption of a
Final Act which was characterized by a degree of
balance and moderation and which was, at the same
time, realistic in content. All countries and groups of
countries had worked strenuously towards an cutcome
to which all could rally, even though the cutcome gave
complete satisfaction to none.

114. The text of the assessment section of the Final
Act was a case in point. Each country or group of coun-
tries would have written it differently, but all could live
with it. It provided the international community with
a platform for strongey iniernational co-operation to re-
vitalize development growth and international trade. He
believed that the Conference owed a vote of thanks to
the President for the skill, mastery and determination
with which he had carried forward the assessment exer-
cise and brought it to a conclusion.

115. However, delegations had come to the Con-
ference not simply to assess economic trends and global
structural change but to promote decisive action in the
interests of world economic growth and development.
The question thus arose: Had the Conference indeed
taken decisions which would affect the course of the
world economy and of infernational economic relations,
which would benefit the welfare of the people to whom
all Governments were accountable?

116. Against such a yardstick, the results of the ses-
sion must be evaluaied with some caution. Many,
perhaps all, would have wished to have gone further.
However, he believed that participants could be satis-
fied that the Conference had achieved constructive and
significani advances in the areas addressed by its
agenda. Without going into the many specifics, he had
in mind, for instance, the emphasis given to the need for
sustainable non-inflationary growth in the developed
countries and for an environment supportive of accel-
erated and sustainable development; the recognition in
that context of the respective responsibilities of devel-
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oped and developing countries, based on the consider-
ation that the greater the economic weight of a country,
the greater the effect of its policies on other countries
and on the external economic environment; the new
impetus given to the evolution of a growth-oriented debt
strategy; the arrangements for renewed intergovernmen-
tal co-operation in the field of commodities, for which
the Common Fund will be an important instrument; the
realization of the complementarity between UNCTAD
and GATT in their efforts to promote world trade; fight
protectionism and  strengthen the  interna-
tional trading system; and the reaffirmation of the need
for more vigorous efforts in support of the development
of the least developed countries. Those might not be
considered dramatic breakthroughs, but they were
nevertheless important, What was more, Governments
had pledged themselves in good faith to give effect to
those results, nationally and internationally, in the com-
petent forums, including UNCTAD.

117. Each participant and each delegation would
evaluate the results of the session against their own
vardsticks or against those suggested in his opening
address. For his part, as executive head of the institu-
tion, he felt that UNCTAD had emerged strengthened
from the process leading up to and including the seventh
session of the Conference. He was impressed by the
evolution in the attitudes of many delegations, who had
come to the session in a sceptical frame of mind but who
were now preparing to leave convinced that UNCTAD
was an institution where they could develop common
approaches to issues of international economic co-
operation with their counterparts from all States and
agree on effective policies which would have an impact
at both the national and international levels on the
problems under discussion.

118, That result was in large part due to the inten-
sive preparatory process which had been under way for
over a year. The preparations had begun with discus-
sions on the agenda and continued through consulta-
tions on the documentation and on the issues in the dif-
ferent agenda areas, They were enriched by a number of
sectoral meetings, by visits to and discussions at capi-
tals, and by the contributions of the research commu-
nity, the enterprise sector and non-governmental orga-
nizations. Their high points were the ministerial
meetings of the various regional groups. And they
ended with the initial work on assessment. Those in-
teractions were protracted and, at the intergovernmen-
tal level, often difficult, but they were fruitful and
indeed indispensable for the results now embodied in
the Final Act of the Conference.

119. As to the way in which UNCTAD would
evolve, he would not wish it to be said that that session
of the Conference was the only basis for the future work
of the institution, UNCTAD had been in existence for
close to a guarter of a century, since its establishment by
General Assembly resolution 1995 (XIX). It must con-
tintie to build upon all its historical experience and fulfil
all the elements of its wide-ranging mandate. Moreover,
the scope of that session of the Conference, although
broad, had not comprehended all the issues on the
UNCTAD agenda. Those issues which had not been
directly treated at that session remained important and

they must continue to be given a proper place in the
organization’s work.

120. On that basis the secretariat would now pro-
ceed to analyse and assess the implications of the Final
Act of UNCTAD VI for its programme of work for the
coming years. It would do so in the light of processes of
reform currently under way within the United Nations
as a whole. The secretariat would come up with a pack-
age of specific work orientations for the UNCTAD of
the next few years, within the context of the resolution
just mentioned. That package would include aciivities
involving research, conceptual innovation and policy
analysis; information exchanges and consultations; sup-
port for intergovernmental deliberations, for nego-
tiations and for the implementation of their outcomes;
and technical co-operation. All member States would be
able to shape that package through their participation in
the work of the Trade and Development Board and the
General Assembly.

12k. Whatever the shape and content of the pack-
age, the organization had a hard road ahead. He gave
an assurance that the UNCTAD secretariat would con-
tinue to exert itself to respond to the demands and in-
terests of Governments, collectively expressed. It would
also spare no effort to enhance the effectiveness of
UNCTAD as an instrument of international economic
co-operation, and as an agent of change in support of
development.

122. In his closing statement, the President ob-
served that the Conference had been an exacting eveni,
as it was bound to be, given the nature of the agenda, a
background of complex international economic
problems, a withering development consensus and falte-
ring confidence in the principles of multilateralism. He
expressed deep appreciation to the heads of State and
Government who had addressed the Conference and
had dissipated the clouds of gloom, delivering messages
of faith and hope in the future of mankind, and had
underscored the importance of unity and solidarity in
efforts to overcome the many problems confronting the
world. Similarly, he expressed deep appreciation to the
Ministers who had participated in the Conference and
he emphasized that the large ministerial attendance had
been a very positive omen for the final outcome. The
thoroughness of the preparatory work and the out-
standing quality of the documeniation had made a
distinct contribution to the Conference and he paid a
tribute to the Secretary-General of UNCTAD and the
staff of the secretariat for their unstinting support,

123. He observed that the seventh session of the
Conference had in many ways been unique in the history
of UNCTAD conferences. The pre-Conference prepar-
ations in the Trade and Development Board had marked
a point of departure and set a precedent and standard
for future conferences. The agenda of the Conference
was short and well focused, discussions had been trans-
parent and pointed and held in a non-confrontational
atmosphere, The achievement of a consolidated text,
the Final Act of UNCTAD VII, the product of a
searching and painstaking exercise, was a milestone in
the proceedings of UNCTAD and, indeed, in the con-
duct of the North-South dialogue. It remained to be
seen whether all that would strengthen UNCTAD and
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its mandate enshrined in General Assembly resolution
1995 (X1X). There was reason to believe that would be
so, but nothing of that nature happened sug sponte.
There was a need to be vigilant and to maintain the
momentum.

124. 1t would be some iime before Governments
fully appreciated the results of the Conference. He him-
self was encouraged because expectations had been
tempered by a recognition of the positive results
achieved in an environment of patent international crisis
as typified especially by the debt burden of developing
countries, stunted growth and, of course, misalignment
of macro-economic policies, particularly in the major
industrialized countries, and the near collapse of multi-
lateral economic co-operation.

125. By the same token, he was disappointed by the
modest results in an environment which called for de-
cisive action in the face of the grave international econ-
omic problems, given the potential of this forum in con-
tributing to the formulation of joint solutions to the
problems of trade and development.

126. He was persuaded to conclude, however, that
the clear result of the work of the Conference had been
the advancement of multilateralism and the preser-
vation of UNCTAD itself as a unigue universal forum
for formulating and negotiating interlocking trade and
development policy and monetary issues. UNCTAD
had to be preserved and there were betier times ahead.

127. A serious attempt had been made at revamping
the North-South dialogue. A momentum of consensus-
building had been launched which would inevitably spill
over into other parallel efforts, including those of the
permanent machinery of UNCTAD as well as in other
forums.

128. It was encouraging that the unifying theme of
“Revitalizing development, growth and international
trade in a more predictable and supportive environment
through multilateral co-operation’ had remained a
valid beacon throughout the Conference, The policies
and measures adopted would provide a momentum, and
indeed guidelines, which would nourish this theme in
this forum and in the other forums until the objectives
were achieved. The results marked a new beginning and
demanded more effort and political will commensurate
with the development challenges of the times.

129. In concrete terms, member States and Govern-
ments had only just begun addressing the agenda for the
seventh session of the Conference: it was an agenda
which would have to continue to be addressed and
which all must sustain and enhance in UNCTAD as well
as in other organizations. The physicist, Isaac Newton,
had said that scholars, and indeed statesmen, had
greater vision because they stood on the shoulders of the
giants who preceded them. UNCTAD had its giants, in
Governments as well as outside, and so could not fail; it
must maintain their vision, sense of direction and pur-
pose. ldeologies and ideals inspired but hard-headed
management and determination were their handmaidens.

Y. Reports of the Sessional Committees

A. REPORT OF SESSIONAL COMMITTEE I

1. Introduction

130. At its 205th plenary meeting, on 13 July 1987,
the Conference decided to establish a sessional commit-
tee (Committee I) to consider and report on agenda item
8 (@): “‘Resources for development, including financial,
and related monetary questions’’.

131. At the same meeting, the Conference, after
deciding to waive rule 65 of its rules of procedure, elec-
ted Mr. M. Taniguchi (Japan} as Chairman of Commit-
tee L.

132. At its 1st meeting, on 14 July 1987, Commit-
tee [ elected Mr. U. N. Abhyankar (India) as its Vice-
Chairman and Mr. R, Saad (Egypt) as its Rapporteur.

133. At its 3rd meeting, on 15 July 1987, the Com-
mittee decided to conduct its discussions in informal
meetings, which would be public.

134. In the course of the session, Committee [ held
four meetings and nine informal meetings from 14 to 27
July 1987.

135. At its closing meeting, the Committee adopted
its draft report (TD{VII)/C.1/L.2) and authorized the
Rapporteur (o complete it as appropriate for submission
to the Conference,

2. Consideration of agenda item 8 (a)

RESOURCES FOR DEVELOPMENT, INCLUDING FINANCIAL,
AND RELATED MONETARY QUESTIONS

136. For its consideration of item & (@), the Com-
mittee had before it the following documents:

(@) TD/330 and Corr.1 and 2, **Assessment and pro-
posals by the Group of 77 relating to the seventh session
of the Conference’’;*

(b TD/331, *‘Position paper of the People’s Re-
public of China on issues to be considered at the seventh
session of the Conference’”;?*

{c) TD/333 and Corr.I, ““Approach of the socialist
countries members of Group D and Mongolia to the
substantive items of the provisional agenda for the
seventh session of the Conference’”;?

(d) TD/334, communiqué of the Council of the

Organisation for Economic Co-operation and Develop-
ment;?’

# Reproduced in annex V below.
¥ Reproduced in annex VI below.
* fdem.
27 fdem.
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(e) TD/328/Rev.1 and Add.i, “‘Revitalizing devel-
opiment, growth and international trade: assessment and
policy options: report by the secretariat to
UNCTAD VI

(H TD/328/Add.2,” chapter 11 of the report by the
secreiariat to UNCTAD VII;

(g) TD/329/Rev.1l, “‘Reviving multilateral co-
operation for growth and development: report by the
Secretary-General of UNCTAD to UNCTAD VII'';*

(#) TD/335, ““The Havana Declaration: Final docu-
ment of the Sixth Ministerial Meeting of the Group
of 7T

() TD/341, “*Economic and technical assistance of
the USSR to developing countries’”;

() TD/343, “‘Declaration by the delegation of the
Socialist People’s Republic of Albania;

(5) TD(VID/Misc.2, ““The role of the International
Monetary Fund in adjustment with growth’’;

() UNCTAD/ST/MFD/S, “Scenarios of growth,
trade, finance and debt: technical note prepared by the
UNCTAD secretariat’;

(m) Trade and Development Report, I1987.%

Reference was also made to two OECD documents
which were made available to the Conference (see
TD/L.288): Financing and external debt of developing
cotiniries: 1986 Survey® and ““Resources and develop-
ment in the 1980s; New realities and evolving policy res-
ponses’’.

137. At the 1st meeting of the Committee, on 14
July 1987, item 8 (g¢) was introduced by the Deputy
Secretary-General of UNCTAD.

138, At the same meeting, the spokesman for the
Group of 77 (Peru), on behalf of the States members of
the Group of 77, introduced proposals on policies and
measures regarding resources for development, in-
cluding financial, and related monetary questions
(TD(VII/C.1/L. 1.

139. At the 2nd and 3rd meetings, general
statements on the item were made by: the spokesmen for
Group B (France); Denmark (on behalf of the European
Econpomic Community and its member States)
(TDXVID/C.I/CRP.1); Japan; the Holy See; the
spokesman for Group D (Czechoslovakia); China;
Turkey; Finland, on behalf of the Nordic countries
(Finland, Norway and Sweden) (TD(VII}/C.I/CRP.2).

140. At the 4th (closing) meeting of the Committee,
on 27 July 1987, the Chairman said that, following the
discussions held during the informal meetings, the Com-
mittee had decided to establish a drafting group. He had
also been requested to submit texts on the basis of the
group’s deliberations. After a series of drafting ses-
sions, he had been requested to revise his texts.
Although significant progress had been made, it had not
been possible for the drafting group to produce agreed

* Reproduced in volume II1.

¥ Incorporated in TD/328/Rev.1.

** Reproduced in volume T11.

3t Repraduced in annex V below.

# United Nations publication, Sales No. E.87.11.D.7.
* OECD, Paris, 1987.

** Reproduced in annex V. B below, part I, sect. I,

texts. However, as a result of the deliberations in the
drafting group, he had prepared the following texts:
“Introduction”™ (TD(VIL)/C.1/CRP.3/Add.3/Rev.1);
“Debt problems® (TD(VII)/C.1/CRP.3/Rev.2); “‘Ex-
ternal resources for development” (TD(VII/C.1/
CRP.,3/Add.1/Rev.1); ‘“‘Domestic resources for de-
velopment, including non-financial resources”
(TD(VIL)/C.1/CRP.3/Add.2/Rev.1); Related monet-
ary questions’” (TD(VII)/C.1/CRP.3/Add.4). A work-
ing text of ‘“‘External resources for development’,
on which the final reading had not been completed,
would be issued as TD(VII)/C.1I/CRP.3/Add.1/Rev.2.

3. Action by Committee I

141. At its 4th (closing) meeting, the Committee
agreed that the texts prepared by the Chairman be
transmitted to the Contact Group of the President. It
also expressed the view that those texts provided a
suitable basis for further discussion and negotiation of
issues before the Committee, It was further understood
that all proposals and documents before the Conference
which concerned the item assigned to Committee I for
examination, including the proposals of the Group of 77
in TD(VII)/C.1/L.1, remained before the Committee
and would therefore be before the Contact Group of the
President.

Closing statements

142. The spokesman for Group B (France) said that
the texts prepared by the Chairman and the Com-
mittee’s informal discussions had indicated interesting
possibilities of agreement on several poinis but had also
revealed points of divergence, and much remained to be
done, particularly on debt. He was not in a pos-
ition to confirm his Group’s agreement to a number of
formulations in view of the fragmentary and prelimi-
nary nature of the texts before the Committee at the cur-
rent stage. There was no doubt, however, that the texts
prepared by the Chairman, as well as the statements
made during their examination, would be useful to the
President’s Contact Group.

143. The spokesman for the Group of 77 (Peru) said
that the discussions and negotiations in the drafting
group had proved useful and had contributed positively
to the work of the Conference. It had been possible to
identify areas of disagreement, grey areas where positive
agreemnent might be reached, and some areas of agree-
ment which would serve as a basis for the work of the
President’s Contact Group., The Group of 77 had been
unceasingly co-operative and flexible with a view to
obtaining progress in the negotiating process. He
stressed that the proposals submitted by the Group of 77
(TD{VII}/C.1/L.1) were still before the Committee and
should be considered, along with the Chairman’s texts,
in the President’s Contact Group.

144. The spokesman for Group D (Czechoslovakia)
said that Group D had submitted its specific proposals
to the Conference (TD/333 and Corr.1) and to the
Committee. It had also accepted the proposals of the
Group of 77 (TR(VID/C.1/L.1) as a basis for the Com-
mitiee’s work, It noted the constructive nature of the
Chairman’s texis and that some positive results had
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been achieved. Work on item 8 () should be pursued on
the basis of the Chairman’s texts, with all relevant docu-
ments and texts before the Committee also being trans-
mitted to the President. He stressed that new thinking
was required by all in order to mobilize the efforts of the
international community to promote development and
equitable co-operation among all in monetary and
financial relations. An overall and jusi solution to debt
problems was required, as provided for, in particular, in
General Assembly resolution 41/202 of 8 December
1986, and it was essential to stop the outflow of re-
sources from developing countries and to develop such
monetary and financial relations as would guarantee
economic security for all. Halting the arms race,
reaching agreement on nuclear disarmament and redu-
cing military budgets would release significant resources
for development in all countries, above all the devel-
oping countries. The role which UNCTAD played in
efforts aimed at resolving the problems facing all coun-
tries should be enhanced.

145. The representative of Ching said that the sub-
stantive negotiations conducted in the drafting group on
the basis of the Chairman’s texts had produced some
agreement, despite certain differences. The dialogue
and negotiations on the substantive issues before the
Committee should continue, with the Chairman’s texts
providing a basis for the consolidated text to be pre-
pared by the President. Full account must also be taken

of China’s position on the issues before the Committee,
as reflected in TD/331. The seventh session of the Con-
ference should help strengthen multilateral co-operation
in seeking solutions to the problems of the developing
countries in the areas of trade and development and the
establishment of a new international economic order.

146. The representative of Japan said that his
country was concerned about the stagnation of financial
flows to developing countries and was doing its best to
improve the situation, notably through its recycling
scheme. Japan called on both developed and developing
countries to explore ways to increase the financial flows
to the developing countries, and the Minister for
Foreign Affairs of Japan had just proposed the es-
tablishment of an independent high-level wise men’s
group, with the support of interesied countries and rel-
evant international organizations, to examine ways and
means to encourage the flow of financial resources to
developing countries. It was hoped that that proposal
would receive support and be reflected in the final docu-
ment of the Conference.

Expression of condolences

147. At its 4th meeting, on 27 July 1987, the Com-
mitiee expressed condolences to the delegation of the
United States of America on the untimely death of
Mr. Malcolm Baldrige, Secretary of Commerce of the
United States of America,

B. REPORT OF SESSIONAL COMMITTEE 11

1. Introduction

148. At jts 205th plenary meeting, on 13 July 1987,
the Conference decided to establish a sessional commit-
tee (Committee II} to consider and report on agenda
item 8 (b): Commodities.

149. At the same meeiing, the Conference, after
deciding to waive rule 65 of its rules of procedure, elec-
ted Mr. Carlos Pérez del Castillo (Uruguay) Chairman
of Committee II.

150, At its 1st meeting, on 14 July 1987, Committee
I elected Mr. M. Somol (Czechoslovakia) Vice-
Chairman and Mr. Alfonso Tena Garcia (Spain) Rap-
porteur.

151. In the course of the session, Committee II held
eight meetings, from 14 to 27 July 1987.

152. At its 8th (closing) meeting, the Committee
adopted its draft report (TD({VID)/C.II/L.2) and

authorized the Rapporteur to complete it as appropriate
for submission to the Conference.

2. Consideration of agenda item 8 (b)

COMMODITIES

153. The following documents, in so far as they
related to the issue of commodities, were before the
Committee:**

* See also paragraph 136 above.

(@) Chapter III (TD>/328/Add.3 and Corr.1)* of the
secretariat report to UNCTAD VII (TD/328/Rev.1);

(5) TD/329/Rev.1;

{c) TD/330 and Corr.1 and 2;
(d) TD/331;

{¢) TD/333 and Corr.1;

{(f) TD/334;

{g) TD/335;

(h) TD/343.

154, At its 18t meeting, on 14 July 1987, the Com-
mitiee began its consideration of item 8 (b) with an
opening statement by the Chairman of the Committee
and an introductory statement by the Deputy Secretary-
General of UNCTAD, The spokesman for the Group of
77 (Ethiopia) formally submitted the section relating to
commeodities of the proposals of the Group of 77 agreed
at the Sixth Ministerial Meeting of the Group of 77, held
in Havana, Cuba, from 20 to 25 April 1987 (TD(VII)/
CII/L.1).*" A statement was also made by the
representative of Albania disassociating his delegation
from the views of Group D as presented in TD/333
and Corr.1 (see TD/343).

155. At the 2nd and 3rd meetings, on 15 July 1987,
general statements were made by: the spokesman for
Group B (Switzerland); the spokesman for Group D
(Union of Soviet Socialist Republics), who referred to

¢ See footnote 29,
*? Reproduced in annex V. B below, part 11, sect. I
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section IV of TD/333 and Corr.l containing his
Group's views on agenda item 8 (b); and the represent-
ative of China, who referred to the section on com-
modities in his country’s position paper (TD/331).
Statements were also made by the representative of Den-
mark, on behalf of the European Economic Community
and its member States; the representative of Norway, on
behalf of the Nordic countries (Finland, Norway and
Sweden); and the representative of Japan.

156. Also at its 3rd meeting, the Committee agreed
on a list of topics to be discussed (TD(VIL)/C.11/
CRP.2). I further agreed that discussion of these topics
should be conducted within the framework of informal
meetings of the Committee, without prejudice to the
holding of plenary meetings to enable delegations to
make general statements, The Committee held six infor-
mal meetings, from 16 to 21 July 1987,

157. At the 4th meeting, on 16 July 1987, general
statements were made by the representatives of Poland
and Switzerland. At its 5th meeting, on 17 July 1987,
general statements were made by the representatives of
the United States of America, Canada, Australia, New
Zealand and Austria.

158. At the 6th meeting, on 21 July 1987, the
representative of Switzerland introduced a working
paper submitted on behalf of the States members of
Group B (TD(V1)/C.11/CRP.3). A statement was
made by the representative of the Food and Agriculture
Organization of the United Nations.

159. At the 7th meeting of the Committee, on 24
July 1987, a paper was introduced by the representative
of Norway on behalf of the Nordic countries (Finland,
Norway and Sweden) (TD(VII)/C.II/CRP.5), and a
statement was made by the representative of Japan,

160. At the 8th meeting of the Committee, on 27
July 1987, papers were introduced by the representative
of Denmark, on behalf of the European Economic
Community and its member States (TD(VII)/
C.II/CRP.6), by the representatives of the United
States of America (TD(VI1)/C.11/CRP.8) and of
Australia (TEXVID/C.II/CRP.9); and a proposal was
introduced by the representative of Japan (TD({VII)/
C.II/CRP.7). The Chairman reported on the outcome
of his informal consultations on the text on policies and
measures that he had submitted in TD(VII)/C.11/
CRP.4. Closing statements were made by the Chair-
man, the spokesmen for Group B, the Group of 77 and
Group I, and by the representative of China.

3. Action by Committee 11

161. At its 8th (closing) meeting, on 27 July 1987,
the Committee decided to transmit to the Contact
Group of the President the text submitted by the Chair-
man in TD(VID/C.II/CRP.4. I further decided that
the proposals submitted by the Group of 77
(TD(V1I)}/C.11/L.1} and the working paper submitted
by Group B (TIXVII)/C.11/CRP.3} should be annexed
to the report of Committee 11. The Committee also
decided to draw the attention of the Contact Group of
the President (o the views of Group D on commodities
contained in TD/333 and Corr.1, and of China, as con-
tained in TD/331. The Commiitee took note of the

Chairman’s intention to iransmii to the President of the
Conference, on his own responsibility, the results of the
informal consultaiions of the Chairman’s text.

4. Appendices to the report of Comntittee 11

APPENDIX I

Proposal on policies and measures submitied by Ethiopia
on hehalf of the Siates members of the Group of 77

[TD(VID/C.II/L.1]
COMMODITIES

{For the text, see annex V. B below, part 11, section IL.)

APPENDIX Il

Working paper submitted by Switzerland
on behalf of the Siates members of Group B

{TD{VI)/C.H/CRP.3]

The task of this Committee is threefold and consists in:

t@) Carrying out a factual assessment of the situation prevailing on
commodity markets, the causes of this situation (underlying factors),
and the impact on preducers and consumers, particularly on develop-
ing countries heavily dependent on commeodity exports.

(6} Discussing, intertwined with the assessment, the appropriate
policies and measures at the national, regional, international and
multilateral levels (0 cope with the situation and its implications.

(¢} Giving adequate orientations for further work in the framework
of UNCTAD.

A.  ASSESSMENT

An objective and realistic discussion on all the factors at work on
the commodity markets will contribute 1o reaching a common assess-
ment and to our discussion on the policy orientations. Group B shares
the view expressed on several occasions by the Group of 77 that one
cannot expect a complete convergence on all the elements of a com-
prehensive assessment, but this should not prevent the Committee
from agreeing on a number of fundamentals and on their impact on
commodity markets and on development.

The following elements should be taken into account in any evaju-
ation of the present situation:

1. Facits and trends

Patterns of production, consumption and trade of commodities
have undergone considerable changes in recent years and this evol-
ution has a direct influence on prices.

The share of commodities in world economic ontput and trade has
followed a declining trend. Over the past 20 years, the proportion of
non-fuel primary commodities in total world exports has decreased
from 30 per cent to less than 17 per cent, This is not due to falling de-
mand in absolute terms, but essentially to faster growth of trade in
other sectors. Against this background, the emergence of new pro-
ducers and improved productivity overall increased competition on
many saturated or protected commodity markets. For their part,
developing countries now account for nearly one half of world con-
sumption and their share in tetal imports of non-fuel commodities has
been steadily increasing. This important trend stresses the growing im-
portance of developing countries in world commodity trade and the
prospects that may be offered by the revitalization of their develop-
el process.

Local processing of commodities in developing countries has in-
creased over the last two decades as well as, more recently, processing
of imported raw materials by a number of developing countries.
Although this trend indicates an ongoing process of vertical diver-
sification and economic development, it also partly explains the
decline of trade in primary commodities.

After two decades of relative stability in dollar terms—though suf-
fering erosion in real terms that could have been an early indicator of
a secular trend—commodity prices have undergone considerable fluc-
tuations since the early 1970s. Periods of relative buoyancy and
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depression were closely related to accelerated world economic cycles.
This short-term instability combined with very high average prices for
the whole decade of the 1970s made it difficult for economic operators
to discern underlying long-term trends of commodity markets.

In the 1980s, real commeodity prices have decreased despite the re-
cent recovery of growth rates in the world economy and have fallen to
levels which have not been experienced for decades. The sitnation in
the 1980s therefore presents an inverse picture characterized by low
average prices and, for certain commeodities, decreasing fluctuations,
slower growth in demand and excess supplies. World trade in non-fuel
commedities grew only 1.1 per cent in the first half of the 1980s, com-
pared to 3.8 per cent in the 1970s. The growth rate of world consump-
tion followed a similar pattern. However, world preduction output
and capacities of many commodities did not adjust correspondingly.

A more detailed examination of each individual commodity market
remains necessary to complete these very general considerations.
Striking differences in market situations are perceptible when locking
at large groups of commaodities such as metals, where lower consump-
tion growth rates, reduced costs and excess capacities have depressed
many prices; agricultural products, where structural productivity im-
provements, weather conditions and support measures worked
together to help produce a series of bumper crops in the 1930s and
contributed to considerable stock accumulation while market access
remained restricted by various distortive measures; or trapical
beverages, where climatic factors affecting one or a few main pro-
ducers seem to remain a determinant element of price formation. The
impact of exchange rate instability, interest rate levels and national
pricing policies on individua! markets should also be taken into ac-
count.

2. Underiving factors

A significant feature of commodity price behaviour in the 1980s has
been the relative lack of response to periods of moderate but steady
growth rates of world economy. The deterioration of the dollar ex-
change rate since the end of 1985 was not associated with an increase
in commodity prices expressed in that currency until the latter half
of 1986. The effects of lower non-dollar prices in stimulating demand
were offset by increases in supply and relatively slower growth than in
previous decades. All these tendencies are harmful for many produc-
ing developing countries since their productivity gains have been
limited. In addition, their demographic burden has often increased
considerably.

This pattern indicates that longer-term ¢yclical factors as well as
structural changes have significantly superseded the importance of
traditional short-term price fluctnations.

Among the longer-term cyclical factors at work, special mention
must be made of the lagged effects of the high average prices of the
1970s that have led to considerable investments in the commodity sec-
tor, based on forecasts that did not adequately take into account some
important Jong-term trends and therefore contributed heavily to the
present sitaation of overcapacity, stock accumulation and oversupply.
The lagged impact of this longer-term cyclical factor which coincided
with cyelically weak demand has been considerably reinforced by the
consequences of structural factors tending to curb the growth rate of
consumption and to increase supply, such as:

(a) On the demand side:

The constant shift by industry 1o lines of production which are both
less commodity intensive and less energy intensive. This evolution
appreciably accelerated during the 1970s and early 1980s under the
combined pressure of successive oil shocks, high prices for most
commodities, and concerns about possible supply shortages and
long-term depletion of natural resources. Present price and supply
conditions may, in limited cases and proportions, temporarily slow
down this trend bui are not likely to reverse it;

Technological changes leading to increased substitution of some com-
modities by others or by synthetics as well as to an expansion of
tecycling and conservation techniques;

Increased concentration of growth within sectors not using com-
modities to a significant exient, such as electronics, relecommuni-
cations and services;

Lasting changes in consumer tastes and dietary habits,
Stagnation of population growth in developed countries,

(b)Y On the supply side:

Technological progress leading to increased productivity in exiraction
and first stages of processing of minerals and metals;

Considerable increases in agricultural output and yields and
emergence of new and competitive producers and exporters.

The depressive effect on prices of the mentioned cyclical and struc-
tural factors have been exacerbated during the last decade by the im-
pact of policies of developed and developing countries that tended 1o
increase supply ot to reduce demand. The realities of interdependence
and ihe principle of comparative advantage have not been taken suffi-
ciently into account by Governments: too often, decisions on
measures designed to encourage or to protect national production
have been taken in a narrow and short-term perspective.

Although the present sitvation affects all producing countries, it has
particularly severe consequences for many developing countries that
are, to varying degrees, dependent on their export earnings of primary
or semi-processed cemmodities for financing their development.
Weak commodity market conditions have indeed affected individual
developing countries, although differently, depending on their
economic situation, national policy respounses and the degree of diver-
sity in their economies. The real impact of the depressed situation of
commodity markets on developing countries should be measured by
the evolution of the respective purchasing power of their total incomes
from their exports of manufactures, services and commodities against
their total imports, including fuel.

B. POLIIES AND MEASURES

The international community as a whole has 2 strong interest in
smoothly functioning commodity markets. This concern showid be
translated into increased co-operation among producers and con-
sumers of each commodity.

The increasing interdependence among countries and among
econamic sectors also implies the need for sustained efforts at national
and international levels to revitalize the development process, par-
ticularly of those developing countries that are heavily dependent on
their exports of one or a few commodities.

In the light of those shared interests, Group B suggests that the
discussions on policies be focused along two perspectives: the market
perspective and the development perspective. The areas that seem
more promising for fruitful co-operation are, in our view:

1. Within the market perspective:

The enhancement, strengthening or establishrment, where necessary,
of producer-consumer consultations, exchanges of information, im-
provemnent and/or dissemination of statistics and any other relevant
data that could contribute 10 a greater transparency of each in-
dividual commodity market, in the light of experience gained to
date;

The improvement of the functioning of commodity agreements not
excluding any innovative form of co-operation that producers and
consumers could deem appropriate in accordance with the needs
and dynamics of each individual commodity market;

Welcoming the negotiations curremtly under way in the Uruguay
Round and acknowledging the competence of GATT, common
discussion of present problems of access to markets for producers
of commodities and processed commodities: rationale for improved
access conditions to existing and potential markets.

2. Within a developinent perspective:

The examination of the appropriate mix of policies and measures at
national, regional and international levels desipned to enhance
research and development productivity improvements and
marketing. This approach would help countries achieve develop-
ment through an improved allocation of resources based upon the
principles of comparative advantage and structural adjustment;

The ways and means to promote effective vertical diversification, par-
ticularly through increased local processing, where economically
justified, taking into account the important role of the private sec-
tor: possible identification of new and more concrete approaches to
UNCTADs work programme in this field;

The evaluation of the appropriate policies at national, regional and in-
ternationat levels aiming at reducing the vulnerability of developing
countries heavily dependent on export earnings of a few com-
madities by promoting the horizontal diversification of their
ecenomies, where economically appropriate. International co-
operatian in this field would be enhanced by reports from in-
dividual developing countries on their experiences. International
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financing institutions as well as other competent international
organizations should continue te be actively involved in these mat-
ters;

Examination of the needs of developing countries, particularly the
least developed countries, for more stable export earnings within a
context of diversification or structural adjustment. The existing
compensatory schemes and mechanisms as well as the different
views on international co-operation in this area congerping the
commodity-specific or the balance-of-payments focus should be
taken into account.

Within an overall context, both market and development perspec-
tives will be substantially improved by the reduction of macto-
economic imbalances and the achievement of stronger and sustained
global growth. In a spirit of shared responsibilities, all member States
of UNCTAD should subscribe to and encourage this aim, as has been

done by the QECD countries in the Communiqué of their recent
Ministerial Council meeting, and by the summit countries in the
Venice Declaration.

C. Work proGrRaMME OF UNCTAD

General orientations for future work will fiow from the policy orien-
rations sketched out above. In addition, areas or elements left open
in the assessment process could, if there is a common interest, be
analysed in greater depth by the secretariat of UNCTAD to allow
further discussions among member States that could lead to con-
verging perceptions to be eveniually reflected in policies;

Concrete proposals on the work programme have been and will con-
tinue to be made during the Committee’s discussions: they should
be duly examined and decided upon.

C. REPORT OF SESSIONAL COMMITTEE III

1. Introduction

162. At its 205th meeting, on 14 July 1987, the Con-
ference decided to establish a sessional committee
(Committee 111) to consider and report on agenda item
8 (¢): International trade.

163, At the same meeting, the Conference, after
deciding to waive rule 65 of the rules of procedure,
elected Mr. Chak Mun See (Singapore) as Chairman of
Committee III.

164, At its 1st meeting, on 15 July 1987, Commit-
tee 111 elected Mr. Lars Anell (Sweden) as its Vice-
Chairman, and Mr. Stanisiav Daskalov (Bulgaria) as its
Rapporteur.

165. In the course of the session, Committee 111
held five formal meetings and a number of informal
meetings, from 14 to 25 July 1987.

166, At its Sth (closing) meeting, on 25 July 1987,
Committee I11 adopted its draft report (TD{VII)/
C.III/L.2) and authorized the Rapporteur to complete
it as appropriate for submission to the Conference.

2. Consideration of agenda item 8 (¢)

INTERNATIONAL TRADE

167, The following proposals and documents were
before the Committee for its consideration of this
item:**

() Chapter IV (TD/328/Add.4)** of the secretariat
report to UNCTAD VII (TD/328/Rev.1);

(i The foreword by the Secretary-General of
UNCTAD to TD/328/Rev.] and the Executive Sum-
mary (TD/328/Rev.1/Add.1) of the secretariat report;

{c) TD/329/Rev.1;

{dy TD/330 and Corr.1 and 2;
(e) TD/331;

(f) TD/333 and Corr.1;

(g) TD/334;

(h) TD/335;

3 See also paragraph 136 above.
7 See footnote 29,

() TD/341;
() TD/343;

(k) TD/B/1104/Rev.1, ““Objectives, guidelines and
elements of a programme for further promotion of
trade and economic co-operation among countries hav-
ing different economic and social systems’’, note by the
UNCTAD secretariat.

168. At its 1st meeting, on 14 July 1987, the Com-
mittee began its consideration of item 8 (¢) with an
opening statement by the Deputy Secretary-General of
UNCTAD. The spokesman for the Group of 77 (India)
introduced proposals on policies and measures for con-
sideration by the Committee (TD(VIL}/C.III/L.1 and
Corr.1), based on TD/330 and Corr.1 and 2, part II,
section IIl, on international trade.

169, At the 2nd meeting of the Committee, on 15
July 1987, the spokesmen for Group B (Federal
Republic of Germany), for Group D and Mongolia
{Hungary) and for the Group of 77 (India) made
statements, which were submitted to the Commitiee as
documents for the consideration of this item (TD(VII)/
C.III/CRP.1, CRP.2 and CRP.3, respect-
ively), in addition to the documents mentioned in
paragraph 167 above. Statements were also made by the
representatives of the European Economic Community,
Turkey and China.

170. At the 3rd meeting of the Committee, on [6
July 1987, statements were made by the representatives
of Japan; Albania; Poland; the Council for Mutual
Economic Assistance; Sweden, on behalf of the Nordic
countries (Finland, Norway and Sweden) (TD(VI1I)/
C.II/CRP.6); and Australia.

171. Informal discussions began on 16 July 1987. In
all, five informal discussion meetings were held, and 11
countries spoke, in addition to the group spokesmen,
the representative of China and the representative of the
Eurepean Economic Community.

172.  Asaresult of informal consultations, the Com-
mittee agreed that its discussions would focus on the
following four subject-areas:

1. Protectionism and structural adjusiment, market

access and policies affecting trade;

2. Sysiematic issues of international trade;
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3. Enhancement of trade prospects for developing
countries: technical assistance; and the Uruguay
Round of multilateral trade negotiations;

4. Trade relations among countries having different
economic and social systems,

173. At its 4th meeting, on 17 July 1987, the Com-
mittee took up the subject of trade relations among
countries with different economic and social systems,
Statements were made by the representative of the
Sudan on behalf of the States members of the Group
of 77 (TD(VIN/C.III/CRP.4) and by the representative
of Bulgaria on behalf of the States members of Group D
(TD(VID/C.III/CRP.5). A statement was also made on
this issue by the representative of Jamaica. A general
statement was made by the representative of
Switzerland,

174. At the 5th informal meeting, on 22 July 1987,
the spokesman for Group B introduced a working paper
for consideration by the Committee (TD(VID/C 111/
CRP.7).

3. Action by the Committee’

175. At its 5th (closing) meeting, on 25 July 1987,
the Commitiee decided to transmit the text submitted by
the Chairman on his own responsibility to the Contact
Group of the President for further consideration
(TD{VID/C.III/CRP.9 and Corr.1). The Committee
understood that all documents concerning agenda itemn
8 {¢) remained before it and would therefore be before
the Contact Group of the President.

Starements made in connection with the texi
of the Chairman

176. The spokesman for Group B (Federal Republic
of Germany) said that his Group felt that a fruitful and
constructive debate had taken place in the Committee.
The debate and informal discussions that had followed
had left open strong differences of opinion on the issues
before the Commiitee. There were, however, some areas
with promise for agreement.

177. Although Group B had considerable dif-
ficulties with the text submitted by the Chairman in
terms of stiuciure and content, it thought that the text
could serve as a basis for discussion, Group B had been
ready to continue discussing the text at the Committee
level, and had envisaged making specific proposals on it
after all groups had given their detailed reactions so that
a mutually acceptable text could have been submitted to
the President of the Conference. Group B was still ready
to resume the discussion. However, as others had not
felt able to continue examining the text at Committee
level, an agreed text could not be finalized. The Chair-
man’s text would now be forwarded to the President of
the Conference, on the Chairman’s own responsibility.

178. Group B understood that the President would
make appropriate arrangementis, in consultation with
regional groups, for the text to be further examined,
elaborated and amended. The Group requested that its
own views and proposals, as contained in TD(VII)/
C.III/CRP.]1 and CRP.7, be remitted to the President

** See also paragraph 184 below,

as attachments to the Committee’s report to be taken in-
to account in subsequent discussions.

179. The spokesman for the Group of 77 (India) ex-
pressed the Group’s appreciation to the Chairman for
the arduous efforts he had made to advance the nego-
tiations on substantive issues. The Group would have.
liked to see the negotiations progress at a faster pace but
the work would now have to be continued in the Con-
tact Group of the President. The Group appreciated the
contribution made by the Chairman in the form of the
text submitted on his responsibility. The proposals by
the Group of 77 in TD(VII)/C.III/L.1 and Corr.i
would remain before the Committee. They deserved
serious negotiation and the Group looked forward to
the opportunity to do so.

180. He requested that TD(VID)/C.IHII/L.1 and
Corr.1 and the statement he had made on behalf of the
Group of 77 in TD(VII)/C.I11/CRP.3 be annexed to the
report of the Committee.

181. The spokesman for Group D (Hungary) said
that the Group considered the text which the Chairman
would forward to the Contact Group on his own
responsibility to be a significant contribution which
would serve as a basis for further work on international
trade issues. In connection with the text, Group D
wished to stress again iwo elements: first, economic and
trade sanctions that were not based on the resolutions of
the General Assembly should not be imposed for
political reasons; secondly, the trade régime in the tex-
tiles and clothing sector should be liberalized by the
removal of discriminatory restraints on exports from all
affected countries. His Group hoped that joint and co-
operative efforts which took into account the interests
of all participating countries would lead to a successful
outcome of the work on international trade,

182. The representative of the Sudarn, speaking on
behaif of the Group of 77 with regard to the question of
East-South trade, requested that the statement he had
made, contained in TD(VII)/C.II1/CRP.4 and entitled
“Promotion of trade and economic c¢o-operation
among countries having different economic and social
systems, with particular consideration given to the in-
terests of developing countries”’, be annexed to the
report of the Commitiee.

183. The representative of China noted that, in the
preceding few days, an exchange of views had taken
place on a wide range of issues in the field of trade.
Through pumerous consultations with groups and ar-
duous work the Chairman had prepared the text con-
tained in TD(VII)/C.111I/CRP.9 and Corr.1 for submis-
sion to the President and his Contact Group. The
Chinese delegation considered that the text, on the
whole, reflected the basic concerns and interests of the
different parties, Although it had not proved possible to
reach a successful outcome for lack of time and other
reasons, the Chinese delegation believed that the
deliberafions in the Committee had been useful and that
they would have a positive influence on the work of the
President and the Contact Group in that regard. It
hoped that much hard work would be done on the basis
of the text submitted by the Chairman to the President
50 as to achieve positive results in the last stage of the
Conference. The delegation also hoped that the Presi-
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dent of the Conference, in the discussions in the Contact
Group, would give due consideration to the position
paper of the People’s Republic of China contained in
TD/331"" and the non-paper from the delegation of
China entitled ‘‘Elements of action on international
trade’’ circulated on 21 July 1987.

184. The Commiitee agreed that TD(VID/C.II1/
L.} and Corr.1, and TDXVII)/C.II1/CRP.1, CRP.3,
CRP.4 and CRP.7 should be annexed to its report
as requested.

185. The Chairman, summing up the work of the
Committee during the preceding two weeks, noted that
it had held extensive discussions on the most important
issues of international trade within the framework it had
established, namely (¢) protectionism and structural ad-
justment, market access and policies affecting trade;
(b) systematic issues of international trade; () enhance-
ment of trade prospects for developing countries:
technical assistance; and the Uruguay Round of
multilateral trade negotiations; and {d) trade relations
among countries having different economic and social
systems. He considered that there had been some con-
vergence of views in certain areas. In some other areas,
although there had been a common perception of the
problems affecting international trade, opinions dif-
fered as to their underlying causes and the policies to be
followed. Positions on certain questions were very dif-
ferent.

186. He had found the discussions and exchanges of
views in the plenary meetings, informal meetings and
extended bureau meetings as well as the bilateral talks
with the group spokesmen and their friends to have been
very useful as they had enabled a consensus to evolve on
a number of issues and led to a better understanding of
each other’s position on others. He hoped that the text
he had prepared in the light of those discussions and ex-
changes would constitute a useful contribution in serv-
ing as a basis for the further work of the Conference in
the area of international trade.

4. Appendices to the report of Committee 111

APPENDIX 1

Proposals on policies and measures submitted by India
on behalf of the States members of the Group of 77

[TEXVID)/C.III/L.1]

{For the text, see annex V.B below, part II, section 111.]

APPENDIX II

Statement by the representative of the Federal Republic
of Germany onr behalf of the States members of Group B

[TD(VIN)/C.II/CRP.1]

1. The seventh session of the Conference falls at both an import-
ant and an opportune moment for the discussion of issues and prob-
lems in the area of international trade. The cconomic difficulties and
the protectionist pressures with which we are confronted at present are
heavily felt, making the need for creative, co-ordinated and effective
action towards resolution of these difficulties more vital than ever,
The seventh session of the Conference should provide us with the op-
portunity to analyse and discuss these problems and help ns to reach

* See annex VI below.

consensus on what the international community and individual par-
ticipants in the Conference might do {0 help to solve these problems.
Informal consultations have been a useful starting-point for the
analysis of the problems. In a first stage we want to highlight again a
few of the points which are important to us, in view of the discussions
we have had. We shall give more precise ideas on what conclusions
should be drawn and on what UNCTAD's contribution should be
over the coming years, taking account of proposals of other groups.

2. Let me begin with an analysis of the international trading en-
vironment. The general economic situation which we are facing in the
area of international crade contains elements of opporfunity, uncer-
tainty and risk. The economic recovery that began in 1983 is weaken-
ing, and most recent forecasts outline a slowing of this economic

“growth, to aronnd 2.25 per cent. At the same time, relatively low

levels of inflation continue to prevail in developed countries. As to
trade, the growth in world trade in 1987 should be somewhat lower
than that experienced in 1936.

3. Trade growth is influenced by both external and internal fac-
tors, as has been pointed out in chapter I of the documentation
prepared by the UNCTAD secretariat. All countries rise by their own
efforts, but it is clear that the world economy conditions their success.
A variety of external factors affects such success. Exchange rate
volatility has created uncertainties for economic operators. Misalign-
ment of currencies both in developed and in developing countries has
had a tendency to distort trade flows. Historically low levels of com-
madity prices have compounded the trade difficulties faced by
commodity-exporting countries, Slower overall economic growth
during the 1980s has negatively affected the puschasing power of
many developed countries for exports of their trading partners.
Debtor countries have in some cases resorted to Testrictive import
policies. There has been a widespread increase in protectionist
pressures and measures linked to all the developments I have
mentioned.

4. External factors, however, only relate a partial story. Domestic
economic policies bave had a major influence on econoimic per-
formance, and the more economically significant the country, the
greater impact such policies have had on other countries as well, both
directly and indirectly, The timeliness and adequacy of domestic
policy responses has governed the extent to which countries have re-
alized their potential to adapt to the impact of such external factors in
the world economy, particularly since 1973, Moreover, such policies
have also in part been responsible for the incidence of these factors.

5. The growing disequilibria in world trade constitute a serious
problem and will need to be tackled by the countries concerned by
various means including macro-economic policy, exchange rate
policy, structural reform and trade policy. There is a need for improv-
ing the international economic environment through co-ordinated
policy decisions and through appropriate national measures. At the
recent OECD Ministerial Meeting as well as at the Venice Summit,
developed countries stated their determination to continue to carry
out individvally and collectively policy commitments undertaken on
earlier occasions in areas such as exchange rates, structural adjust-
ment, trade, debt and the environment, and to implement strength-
ened arrangements for multilateral surveiflance and co-ordination of
economic policies.

6. For their part, many developing countries have shown a
remarkable willingness to adopt and implement growth-oriented
adjustment policies at some social cost and have made great efforts
at domestic resource mobilization. There have been substantial
disparities in economic performance between various developing
countries and regions, as described in more detail in chapter [ of the
documentation prepared by the UNCTAD secretariat. Even more
significant have been the gaps between the growth rates achieved by
individual developing countries over this period.

7. Although the situation differs considerably among developing
couniries and regions, many have been demonstrating an increasingly
strong trade performance and have become important trade partners,
both as exporters and as importers, The manufactures sector has been
of key importance to trade expansion, and developing-country exports
of manufactures have shown particular dynamism. Developing coun-
tries differ substantially with regard to their trade structures; there
are, for example, great differences in the shares of commodities and
of manufactures in total exports, as well as in the degree of product
conceniration of their exports. Developing countries also differ with
regard 1o the type of economic policies they have followed, and the
degree of export versus import orientation such policies have imparted
to their external trade, Those developing countries that have become
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prominent exporters have also tended to be the countries that have
followed outward-looking trade policies, have diversified their ex-
ports, and have allowed a greater role for the private sector and for
the play of market forces,

8. Let me now turn to the main challenges in the trade field
confronting all countries—both developed and developing. These
challenges are: the need for appropriate structural adjustment; the
need 1o halt and reverse protectionism and to remove distortions to
trade; the need for the further liberalization and expansion of trade;
and the need to reduce large external imbalaaces, Such imbalances
carry with them the risk of intensified protectionist pressures, even
though the resolution of such imbalances lies mainly in the adoption
of appropriate macro-economic policies.

9. As member Governments, one of the major policy tasks we face
is that of halting and reversing trade pratectionism and removing
distortions to trade. This is particularly important in the light of the
persistent rends towards restrictive trade measures, notably of a
bilateral or & discriminatory nature, outside the GATT framework
and principles, and of the proliferation of protectionist pressures.
Although in many cases Governments have been successful in resisting
such pressures, in others protectionist actions have continued to be
taken. Although the impact of such actions may differ, all countries
should refrain from taking such actions and should contribute to the
reduction and removal of existing barriers to trade. This problem con-
cerns 2ll groups of countries, both developed and developing, and
from all types of economic systems.

10. In dealing with these challenges, it is vital to recognize the link
which exists between trade policy and structural adjustment policy.
There is a close interlinkage between the evolution of trade policy and
the promotion of structural change and domestic economic adjust-
ment, as protectionism is often the result of the refusal to adapt 0
structural changes. A dynamic, well-functioning domestic economy is
much less prone to protectionist pressures than is an economy
characterized by various internal rigidities.

11.  Structural adjustment has been recognized as a major concetn
by Group B countries, Qur aim is to reduce distortions and rigidities,
which compound macro-economic problems and retard growth,
through allowing a greater play of market forces. Structural adjust-
ment has been carried out in various sensitive industrial sectors in our
countries and such steps have not been without social cost at a time of
high unemployment. Because structural adjustment is an ongoing pro-
cess, approptiate measures continue 10 be necessary to ease macro-
economic constraints and bring about a more efficient functioning of
the price mechanism, taking into account the role of the private sector
in this process. These economic conceras are relevant for all countries
and groups of countries. Ministers of OECD countries recognized the
importance of such policies at their meeting last May. At that time the
conclusions of a major report on structural adjustment were endorsed
and a recommendation made 1o reduce industrial subsidies, to the ex-
tent that they are a source of domestic and international distortions.

12, Stractural adjustment is particularly necessary in the area of
agriculture. The serious imbalances that prevail in the markets for the
main agricultural products and the distortive effects of excessive sup-
port policies have been widely recognized. These problems are felt
both by developed and developing countries, and the growing im-
balances in the supply and demand for the main agricultural products
have grave implications for all countries. Developed countries have
therefore made commitments in OECD meeting and at the Venice
Summit for agricultural reform. Steps are currently being taken on the
national level in OECD countries t¢ deal with the problem of
agricultoral reform and such efforts are being pursued and co-
ordinated at the multilateral level as well. These reforms will be in-
tegral to the success of the negetiations taking place in the Uruguay
Round, based on the Punta del Este Declaration, in which both
developed and developing countries are participating. Although
developed countries’ domestic agricutiural reforms are critical to this
process, developing countries also will have to consider their own
policies to ensure that this sector of their economies is more responsive
to market signals. Producers and consumers must consider the im-
plications of these developments in assessing the need for structural
adjustment in their econornies.

13. The service sector, which has shown dynamic growth in recent
years, can be important in contributing to structural adjustment. Ser-
vices, indigenous or imported as appropriate, can contribute to the
development process and to growth through increased innovation and
efficiency, improved employment opportunities and increased foreign
exchange earnings.

14. Structurat adjustment is one example of the interdependence
between trade issues and other issues. It is vital that the contribution
of trade policy 1o the adjusiment process resulis in an expansign
rather than a restriction of trade. Throughout the years a number of
problems have built up in the trade field. These have been due mainly
to measures taken outside GATT rules and to the lack of rules in cer-
tain fields, inciuding new areas like services, and trade-related aspects
of intellectual property rights and trade-related investment measures.
Attemnpts to solve these problems unilaterally by appealing solely to
the political will of individual contracting parties have on the whoie
not been successful. This is why developed and developing countiies
afike have come ro the conclusion that only a negotiated selution in
which each participant can find his own interest can reverse protec-
tionist trends and increase the responsiveness of the GATT system to
the evolving international economic environment,

15. The Uruguay Round provides the best opportunity for all par-
ticipants to confront and resolve the major trade chatlenges for the in-
ternational community, including those facing the least developed
countries. The Round is the most comprehensive to date, allowing the
broadest possible approach to tariffs and non-tariff measures as well
as for the review and strengthening of the overall effectiveness and
decision-making of GATT as an institution. It is important that the
Round be supported if it is to succeed and we should not pursue pro-
posals in UNCTAD which could in any way detract from the Uruguay
Round negotiating process which developed and developing countries
joined in lavnching. Discussions in this Committee should rather give
momentum to the Uruguay Round.

16. Developed countries recognize the need for securing and
enlarging market access for developing countries. This, along with the
resolution of other trade problems, would have a significant positive
effect on a range of other issues, including debt, which are con-
tributing to international economic instability. The Uruguay Round
offers the best vehicle for achieving these objectives and all par-
ticipants can expect to benefit, just as all should contribute. Develop-
ing countries, particularly those already participating significantly in
world trade, will obtain fuller benefits to the extent that they can con-
tribute to the process through taking on greater contractual obli-
gations and improving their observance of multilateral frade disci-
plires. Through their fuller participation, the trading system offers
these countries the benefits of stability and predictability, transparen-
¢y, non-discrimination and protection of individuat country interests.
Equally important, these developing countries, through their fuller in-
tegration into the international trading system, would contribute in a
manner commensurate with their level of economic development to
improving the functioning and viability of the system as a whole, thus
helping to distribute its benefits to other, less developed countries and
accelerate their rate of development. Group B also recalls in this con-
text the specific undertaking in the Punta del Este Declacation con-
cerning the least developed countries and the need to expand their
trading opportunities.

17. South-South trade is an element which should be addressed in
the Uruguay Round negotiations. Recent trends have shown that the
dynamism and growing importance of this trade can contribute to an
expansion of opposiunities in the trading system for developing coun-
tries, including the least developed countries.

I8. The Uruguay Round provides participants with the means and
purpose to oppose domestic protectionist pressures through carrying
out the standstill and roll-back commitments they have entered into.
All countries have a stake in the successful completion of the Urugunay
Round as it seeks to spread the economic benefits of trade liberaliz-
ation and to increase efficiency of the patterns of production world
wide.

19. Given the modest level of East-South trade, the potential for
its expansion should be significant, especially when viewed from the
perspective of the developing countries. This is particularly true if the
proposed reforms of many of the centrally planned economies’
foreign trade systems are implemented. UNCTAD is particularly well-
sujted to undertake a detailed examination of the evolution of East-
South trade relations and Group B regrets that our attention has not in
the past been focused clearly enough on this specific issue. A major
difficulty facing us is the lack of detailed, reliable and accurate
statistics relating to the volume, composition and origin of East-Sonth
trade flows, and this undermines our efforts to draw effective conclu-
sions.

20. UNCTAD can make an important contribution in the areas of
trade and of protectionism and structural adjustment as they affect
development. [ts work can provide added stimulus ta poficy-makers in



Part two. Summary of proceedings 5

developed and developing countries, and promote consensus in favour
of efforts to enhance development prospects. This requires serious
consideration of UNCTAD’s potential contribuition in the trade field
and of its work programme. Rigorous analysis of the relevant ques-
tions based on objective and balanced documentation prepared by the
UNCTAD secretariat is an integral part of this task. As 1 said at the
beginning, we shall come back to these guestions in the fight of our
discussion in the Sessional Committee.

APPENDIX 111

Statemend by the representative of India
on behsaif of the States members of the Group of 77

[TD(VID/C.IH/CRP.3]

1. The Group of 77 proposals on Conference agenda item 8 ()
(International trade) were submitted at the fifteenth special session of
the Trade and Development Board, on 18 May 1987, We believe that
all concerned have had the opportunity to consider them. The
rationale of the proposals has already been explained in detail in
part 1, **Assessmeni®’, of TD/330* and also in the course of the infor-
mal consultations on assessment that preceded the session.

2. The proposals on international trade are contained in part 11,
section III, of TD/330. I take this opportunity to introduce these pro-
posals on behalf of the Group of 77 for consideration by the Commit-
tee. The proposals cover the policies and measures in the following
specific areas:

A_ International trading system;

B. Protectionism and structural adjustment;

C. Market access;

D. The role of UNCTAD in connection with the Uruguay Round

of multilateral trade negotiations;

E. Services;

Trade relations among countries having different economic and
social systems.

e

3. We lpok forward to intensive and sincere negotiations on each
of these proposals in the coming days so that this Committee will be in
& position to submit its congrete recommendations and proposals to
the President of the Conference by 24 July 1987,

4. Keeping in view this deadline for our work, I wish to submit the
following proposal for the organization of work in this Commirtee:

(@) That 23 and 24 July be kept aside for finalization and adoption
of the report;

{5 Four working days in the first week and three working days in
the second week would be available for substantive work. There
would be six meetings available for each of the Committees;

(¢} The first meeting may be devoted to intraduction of the pro-
posals and adoption of the plan of work of the Committee;

{d} The following plan of work is proposed for adoption:
Meeting
1. Introducticn,
1. (A} International trading system.
I1. (B) Protectionism and structural adjustmnent.
IV, () Market access.

V. (D) and (E) The role of UNCTAD in cennection with the
Uruguay Round of multilateral trade negotiations and ser-
vices.

VI, {F} Trade relations among countries having different economic
and social systems.

APPENDIX IV

Promotion of irade and economic co- operation among couniries
having different economic and social systems, with particular con-
sideration given to the interests of developing countries

Statement by the representative of the Sudmm
on behalfl of the States members of the Group of 77

[TD/VIL/C.IIL/CRP 4]

"t See annex V below.

1. In the period between 1983 and 1986 the shares of both
developing countries and of socialist countries in world trade declined.
East-South trade remained stationary and the share of develaping
countries in socialist countries’ overall trade declined in this period.
This performance took place despite many efforts at bilateral,
regional and international levels. The worsening international en-
vironment had its adverse effects on these relations and, as a result,
the possibilities which partners could offer each other were not fully
utilized.

2. During the period between the two sessions of the Conference,
the composition of East-South trade remained fairly unchanged. The
geographical spread of East-South trade also continued to be limited.
Although some newcomers joined to enrich the network of the fegal
basis and institutional framework of East-South trade, the major part
of this trade continued to be conducted among traditional partners.
Moreover, owing to the liquidity squeeze, the period was alse marked
by a contraction of trade subject to hard currency and an escalation of
counter-trade,

3. Although the major part of the provisions of Conference
resolutions and Board decisions were implemented by considerable
determination, they were insufficient to respond to the challenges of
the 1980s. Therefore, the Group of 77 believes that the present session
of the Conference provides an opportunity for member States to
fashion joint and convergent actions aimed at enhancing trade and
economic refations among countries having different economic and
social systems. These relations have a considerable role to play in the
process of revitalization of developmenti and resumptien of growth
and the responsibility of enhancing them rests with UNCTAD as a
unique international organization in which all issues pertaining to
trade refations among countries having different economic and sociat
systems could be discussed.

4. The Group of 77 is very much encouraged by the proposals for-
mulated by the Secretary-General of UNCTAD on this subject, con-
tained in his report, as well as those in the introductory statement by
the Assistant Secretary-General in this Committee. To this end the
Group of 77 reiterates its earlier position on the need for the elabor-
ation of a concrete programme containing a set of guidelines con-
ducive to promotion of intersystems trade and economic co-
operation. Such a programme should bring about a supportive inter-
national environment in which intersystems trade could grow at a
stable and reasonable rate in a predictable setting, while respecting the
recoghized internaiional trade rules and principles. In fact the Board,
in its decision 321 (XXXI[} of 27 September 1985, invited the
Secretary-General of UNCTAD to prepare proposals for further pro-
motion of intersystems trade and econamic co-operation. The revised
version of these proposals, which were thoroughly discussed duriog
the first part of the thirty-third session of the Board and further
elaborated by an Ad hoc Greup of Experts convened in January 1987,
are contained in TD/B/1104/Rev.1. The Group of 77 believes that
this document, together with the agreed contents of the text apnexed
to Conference decision 145 (VI), should constitute the basis for the
elaboration of such a programme. A prograrhme to be adopted
should, however, contain the concerns of the Group of 77 as em-
bodied in part I, section LHI.F, of TD/330. This includes an invitation
to the socialist countries to contribute 1o the efforts of the developing
countries to diversify and intensify their trade; to provide a growing
share of their imports including manufactures from developing coun-
tries; make further improvements in the GSP schemes; improve the
terms and conditions of credits to developing countries; enlarge their
econdmic assistance; increase the share of convertible currencies in
resources made available for Financing developing countries’ projects;
and develop a flexible and efficient payment mechanism in trade oper-
ations. In all of these, account should be iaken of the specific needs
and requirements of the least developed countries.

5. The Group of 77 also wishes to reiterate its position on the need
for the Secretary-General of UNCTAD io carry out the necessary con-
sultations with the relevant Governments for initiating a process of
negotiations leading to a further strengthening of East-South trade
and economic co-operation and to report the progress made on these
consultations to the Trade and Development Board at its session in
March 1989,

6. The Group of 77 further wishes to reiterate the great
significance of the UNCTAD technical assistance and consultative ac-
tivities in this area as an imporiant means of further promoting trade
relations with the socialist countries of Eastern Europe and calls for
intensification of the existing UNCTAD operational programme for
the promotion of East-South trade. In this regard the Group of 77
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strongly urges UNDP to provide the necessary funds for these ac-
tivities.

7. The events of the past few years have proved that no single flow
of trade can be treated and looked at in isolation. Any expansion or
contraction it any sector of international trade influences the other
sectors of international trade as well. The Group of 77 therefore
wishes to support the proposal contained in paragraph 93 of the
Secretary-General’s report and requests that the Conference entrust
the Secretary-General with the preparation of an analytical report on
the interdependence of all flows of international trade, with reference,
inter afla, 10 intersystems trade flows, and on the policy implications
of this interdependence,

8. One encouraging element in prospects for trade and economic
co-operation among countries having different economic and social
sysiems is the process of restructuring of economic activities and
reforms being contemplated in the socialist countries. The Group of
77 believes that the process should provide a new opening for the ex-
pansion of East-South irade and economic relations,

APPENDIX V

Working paper submitted by the Federal Republic of Germany
on behalf of the States members of Group B

FTD{VID/C.III/CRP.7)

The task of this Committee is threefold and consists in:

A. Carrying out a factual assessinent of the situation prevailing in
international trade;

B. Discussing, intertwined with the assessment, the appropriate
conclusions to be drawn at the national, regional, international
and muliilateral levels to cope with the situation and its impli-
cations;

C. Giving adequate orientations for further work in the framework
of UNCTAD.

Group B has contributed to the assessment of the sitnation in inter-
national trade in its introductory statement delivered in Sessional
Committee Il on 15 July (TD{VID/C.III/CRP.1),** and subse-
quently through debate in informal discussions. The following is
intended to: complement our earlier contributions by highlighting
elements which should be taken into account in an evaluation of the
present situation; propose conclusions where we believe areas of
agreement might exist; and put forward a programme for futore
UNCTAD work,

Some of the ideas we shall bring forward are based on the OECD
Ministerial Declaration of 13 May 1987, which is before you as a Con-
ference document (TD/334),* While for reasons of brevity I do not
wish to repeai the full text in these cases, the complete langnage of
that Declaration remains the basis for these ideas.

L Overall assessment

1. International trade provides, through competition, a powerful
means of promoting economic efficiency and growth. Measures which
impede or distort the functioning of international markets tend to im-
pair structural adjustment, preserve outdated economic structures,
damage consumer interests, weaken incentives for efficient investment
and thus hinder economic growth. Therefore, it is of paramount
importance o reverse recent trends towards restrictive trade measures,
notably of a bilateral or a discriminatory nature, and to act with deter-
mination io sirengthen and exiend the open mulitlateral irading
systermn.

2. There is a need to adopt a consistent approach in tackling the
challenges faced by all countries in the trade field. These challenges in-
clude: the need for further liberalization and expansion of trade to
facilitate economic growth and development; the need to halt and
reverse protectionism and to remove distortions to trade; the need for
appropriate structural adjustment; and the need to promote the fufler
participation of developing countries in the multilateral trading
system,

3. The Uruguay Round provides the best opportunity for all par-
ticipants to confront and resolve the major trade challenges facing the

** Appendix I1 to the report of Committee II1I.
“ See annex VI below.

international community, and presents a unique opportunity to create
an improved framework for trade in the 1990s and beyond. The
Round is the most comprehensive to date, allowing the broadest poss-
ible approach to rariffs and non-tariff measures as well as for the
review and strengthening of the overall effectiveness and decision-
making of GATT as an institution.

4. Inrecent years, there has been a growing recognition of the in-
terrelationship between trade and the wider economic environment
and between trade policy and other domestic economic policies. At the
national level, insuffictent attention has been given by Governments
in the past to the interface between macro-cconomic and micro-
economic policies for promoting positive structural adjustment.
Macro-economic strategies need to be co-ordinated with micro-
economic measures {hat are taken to reduce adjustment pressures on
sectors or firms. Policy-makers have to break oui of the vicious circle
of macro-economic instability and micro-economic rigidity, which
maintains the stgfus guo through protectionist policy measures that
will, in any case, prove counter-productive in the long run. For all
countries the challenge is to develop the capacity to respond quickly
and effectively to technological change and take advantage of new and
expanding oppertunities in the trading system. A greater role for the
private sector and for the play of market forces can enhance this
capacity.

5. Structural adjustment is by definition a continuous process
which is occurring in all countries. Although the respective roles of
government and economic operators may vary from country to coun-
try, appropriale domestic policy choices, giving consideration io
various national concerns, are central to the facilitation of structural
adjustment. It is broadly recognized that the timeliness and adequacy
of domestic policy responses have governed the extent to which coun-
tries have realized their potential to adapt to the impact of such exter-
nal factors in the world economy. The responses of individual coun-
tries to the international environment differ for a variety of reasons.
However, the adoption of outward-oriented approaches responsive to
international econownic change has clearly contributed to economic
growth and expansion of trading opportunities.

. Conclusions

6. We recognize the critical role of the Uruguay Round of
multilateral trade negotiations, which includes the commitment by all
participants 1o halt and reverse protectionism by implementing stand-
still and roll-back and to work for greater liberalization of trade and
the strengthening and improvement of the open multilateral trading
system. The active participation of the Governmenits involved in the
negotiations will be necessary to achieve rapid, sustained and substan-
tive progress towards a balanced global result which will benefit both
developing and developed countries.

7. Developing countries have a recognized need for a more secure
and enlarged access for their exports. Developing countries, par-
ticularly those already participating significantly in world trade, will
obtain fuller benefits to the extent that they take on greater contrac-
tual obligations and improve their observance of multilateral trade
disciplines.

8. The growing differences of economic growth and development
among different developing countries cause both hope and concern.
The situation of the least developed countries requires particular at-
tention. Efforts should be made by all other countries to facilitate the
trade of the least developed countries so as to enhance their develop-
ment prospects.

9. Promotion of structural change and adjustment has a crucial
role to play in revitalizing world production and trade. There is a need
for improving the international economic environment through co-
ordinated policy decisions and through appropriate national
measures. A reasonably stable internationa) economic environment is
of great importance for the maintenance of the open multilateral
trading system and also for timely adjustment to structural change in
fine with evolving patterns of comparative advantage.

10. The serious imbalances that prevail in the markets for the
main agricultural products and the distortive effects of excessive sup-
port policies underline the urgent need for concerted reform in the
area of agriculture to be implemented in a balatced and progressive
manner. Agricultural policy reforms which allow a greater role for
market signals will be integral to the success of the negotiations taking
place in the Uruguay Round, which aim at the improvement of market
access, the improvement of the competitive environment by increasing
discipline, and the reduction of trade barriers in agriculiure,
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11. There is scope for improving the manner in which measures
which affect the pattern of production and trade are evaluated by
national authorities. Government action in all countries should be
subject to greater transparency in this area, Measures affecting trade
should be clearly defined and should be implemented in a transparent
and predictable manner.

12.  Many countries attach importance to the continuation of GSP
schemes. The contribution of these schemes to development is
recognized.

13. The growing importance of South-South trade can also con-
tribuie to an expansion of opportunities for developing countries in
the framework of the muitilateral trading system.

14. Thereis a need to foster an epvironment conducive to private
investrment and industrial co-operation, with & view to enhancing the
export potential of developing countries. There is also a need for more
effective promotion of the trade of developing countries through im-
proved bilateral or multilateral programmes, inter afia, through the
International Trade Centre UNCTAD/GATT.

15. UNCTAD could make a significant contribution to improving
the undersianding and expertise of Governments and to promoting
consensus in favour of efforts to enhance development prospects
through its programmes on technical assistance and its analytical
work.

IH. UNCTAD work programme

16. UNCTAD should continue its work on protectionism and
structural adjustment in the agriculture, manufactures and services
sectors, under its existing mandate, but with further improvement in
quality of analysis, and broader and more equal coverage of regional
groups.

17. 1In fulfilling its work on protectionism and structural adjuse-
ment, UNCTAD should undertake analysis of the principal elements
and effects of structural adjustment policies, including trade policies,
paying particular attention to the role of:

An efficiently functioning price and market mechanism in fostering
sound productive structures among a range of developing countries;

The private sector in heightening economic efficiency and increasing
ouiput;

A favourable investment climate;

Technological change.

18. UNCTAD should carry out specific analysis of domestic trade
policy issues facing developing countries, also in the context of struc-
tural change and development, taking inte account the increasing
diversity of their situations, interests and performance in recent years,
and the importance of simplifying and rendering more transparent
national trade legislation.

19. UNCTAD should continue work under its existing mandate to
further its consideration of the role of services in the development pro-
cess.

20. UNCTAD shounld carry out further analytical work on devel-
opments in East-South trade, in particular as concerns its product
structure as well as an analysis of the differing roles played in this
trade by various developing countries.

21. UNCTAD should do further work on the data base on non-
tariff measures with a view to its improvernent and in order to:
Resolve methadological and definitional problems and increase the

country and regional coverage of the identified measures;

Improve and expand data on East-South trade flows, with greater
product caverage of individual socialist Eastern European coun-
tries;

Work towards the convening of a second meeting of the Intergovern-
mental Group of Experts on the UNCTAD Data Base on Trade
Measures, upon improved background work by the secretariat and
appropriate preparation for such a meeting;

Make it available to member Governments.

22. The UNCTAD secretariat should continue and further
develop its technical assistance efforts to developing countries, with
pariicular reference to the needs of the least developed, in the follow-
ing areas:

{it In connection with the Uruguay Round, the UNCTAD
sectetariat, in consultation with other international organiz-
ations, should provide analytical and technical assistance 1o
developing countries, upon request, on the technical aspects of
the negotiations in order to assist them to participate more ef-
fectively in the Round;

(i) In the context of the GSP, the UNCTAD secretariat should
continue its technical assistance project and prepare a brochure
describing such activities for the benefit of member States;

(iii) In the context of the Global System of Trade Preferences, the
UNCTALD secretariat shouid continue to provide further assist-
ange to developing countries in preparing and carrying out the
GSTP negotiations;

(iv) In connection with restrictive business practices, the
UNCTAD secretariat shouid continue its help to developing
countries in elaborating their national legislation in this area;

(¥) In connection with East-South trade, the UNCTAD secretariat
should continue its technical assistance efforts by means of
voluntary contributions from socialist countries;

(vi) In connection with services, the UNCTAD secretariar should
continve to provide technical assistance for the carrying out of
national studies on services in developing countries upon re-
quest, which should be made available tc all UNCTAD
members upon their completion.

23, The UNCTAD secretariat should keep member States in-
formed on the progress and activities of the technical assistance
projects and should be required to report in detail 'on them annually
to the spring session of the Trade and Development Board. This
report would promote transparency, help member Governments set
priorities and ensure an adequate geographic distribution of such pro-
jects,

D. REPORT OF SESSIONAL COMMITTEE 1V

1. Introduction

187. At its 205th pienary meeting, on 13 July 1987,
the Conference decided to establish a sessional commit-
tee (Committee IV) to consider and report on agenda
item 8 (d): Problems of the least developed countries,
bearing in mind the Substantial New Programme of Ac-
tion for the 1980s for the Least Developed Countries.

188. At the same meeting, the Conference, after
deciding to waive rule 65 of its rules of procedure,
elected Mr. M. Huslid (Norway) as Chairman of Com-
mittee 1V,

189, At its 1st meeting, on 15 July 1987, Commit-
tee 1V elected Mr. M, W. Namfua (United Republic of
Tanzania) as its Vice-Chairman and Mr. Wang Baoliu
(China} as its Rapporteur,

190. Inthe course of the session, Committee IV held
four meetings, from 15 to 27 July 1987, as well as
several informal meetings.

191. At its 4th (closing) meeting, on 27 July 1987,
the Committee adopted its draft report (TD(VIL)/C.IV/
L.2} and authorized the Rapporteur to complete it as
appropriate for submission to the Conference.
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2. Consideration of agenda item 8 (d)

PROBLEMS OF THE LEAST DEYELOPEDR COUNTRIES, BEARING
IN MIND THE SUBSTANTIAL NEwW PROGRAMME OF Ac.
TION FOR THE 1980s For THE LEasT DEvVELOPED COUN-
TRIES

192, The following documents, in so far as they
related to item 8 (d) were before the Committee:**

{¢) TD/328/Rev.1;

() Chapter V {TD/328/Add.5 and Corr.1)* of the
secretariat report to UNCTAD VII {TD/328/Rev.1);

(¢) TD/329/Rev.1;

(d) TD/330 and Corr.1 and 2;
(e) TD/331;

() TD/333 and Corr.1;

(z) TD/334;

{hy TD/335;

() Tb/343;

(/) TD(VII)/Misc.1, resolution adopted by ESCAP
at its forty-third session (April 1987).

193. At its 1st meeting, on 15 July 1987, the Com-
mittee began its consideration of item B (d} with an
opening statement by the Chairman of the Committee.
The Deputy Secretary-General of UNCTAD made an
introductory statement. General statements on this item
were made by: the Minister for Development Co-
operation of Norway; the spokesmen for the Group
of 77 {Bangladesh); Group B (Netherlands); Group D
{(German Democratic Republic); the representative of
China; and the representative of Denmark, speaking on
behalf of the European Economic Community and its
member States (TD{VII)/C.IV/CRP.5). In particular,
the spokesman for the Group of 77 referred to his
Group’s proposals contained in TD/330.*> The
spokesman for Group B referred to his Group’s pro-
posals contained in TD/334.** The spokesman for
Group D referred to his Group’s proposals contained in
TD/333.** The representative of China referred to the
proposals made by his country contained in TD/331.%

194, At the 2nd meeiing, on 16 July 1987, general
statements on this item were made by the representatives
of the Congo, Finland, Israel, Italy, Japan, Sweden,
Switzeriand, Turkey, the Union of Soviet Socialist
Republics, and the United Republic of Tanzanig, The
representative of the United Nations Development Pro-
gramme also made a statement.

195. At the same meeting, the Committee decided to
establish a Contact Group of the Chairman to under-
take a detailed consideration of agenda item 8 (d).

196. At the 3rd meeting, on 17 July 1987, general
statements on this item were made by the representatives

** See also paragraph 136 above,
*¢ See footnote 29,

* See annex V below.

“ See annex VI below.

® Idem.

* fdem.

of Bulgaria, Canada, Nepal, Portugal, Spain and the
United States of America,

197. At the same meeting the spokesman for the
Group of 77 (Bangladesh) introduced the document en-
titled “‘Proposal on policies and measures, submitted by
Bangladesh on behalf of the States members of the
Group of 77’ (TD(VII}/C.IV/L.1), as well as a docu-
ment entitled ‘‘Statement by the representative of
Bangladesh on behalf of the States members of the
Group of 77" (TIXVID/C.IV/CRP.1).

198. The spokesman for Group D iniroduced a
document entitled ‘‘Statement by the representative of
the German Democratic Republic on behalf of the
States members of Group D (TIXVID/C.IV/
CRP.2/Rev.1).

199. The spokesman for Group B introduced a
document entitled *‘Statement by the representative of
the Netherlands on behalf of the States members of
Group B (TD(VID/C.IV/CRP.3).

200. The representative of China drew attention to
section 1V of the ‘““‘Position paper of the People’s
Republic of China on issues to be considered at the
seventh session of the Conference™ (TD/331), which
contained his country’s views and proposals on the
agenda item. He also expressed his delegation’s support,
in principle, for the proposals submitted by the Group
of 77 {TD(VID)/C.IV/L.1}, which would be a good basis
for the work of the Committee.

201. In the course of the session, the Nordic coun-
tries submitied a document entitled *‘Views of the
Nordic countries (Finland, Norway and Sweden)”
(TD(VID)/C.IV/CRP.6).

202. At the 4th (closing) meeting, on 27 July 1987,
the spokesman for Group B introduced the proposal by
the Netherlands on behalf of the States members of
Group B and described the main outlines of that pro-
posal. The Group B proposal was subsequently cir-
culated in TD(VID)/C.IV/CRP.9.

3. Action by Committee IV

203. At the request of the Committee, the Chair-
man, on 23 July 1987, submitted for consideration a
draft report contained in TD(VII)/C.IV/CRP.7 and
Add.1.

204, Subsequently, the Commiittee, in the form of a
Contact Group, held five meetings, discussing some of
the elements contained in the Chairman’s draft. Owing
to time constraints, the Committee did not manage to
complete these discussions.

205. Against this background, the Committee, at its
4th (closing) meeting, on 27 July 1987, decided to
transmit the Chairman’s draft to the President’s Con-
tact Group. In addition, the Committee decided that
that draft and proposals and documents prepared by the
various regional groups should be annexed to the Com-
mittee’s report.
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4. Appendices to the report of Committee IV

APPENDIX I

Report by sessionsl Committee [V to the President’s Contact Group:
Chairman’s draft

[TD(VU)/C.IV/CRP.7 and Add.1]

Iniroduction

Some basic features of the general economic situation and irends in
relation to least developed countries

I. The LDCs constitute the group of the 40 poorest countries in
the world. Their average GDP per capita is slightly higher than $200,
which is less than one guarter of the developing countries as a whole
and only about 3 per cent of that of the developed countries. A high
proportion of the LDCs’ population lives in conditions of mere sub-
sistence.

2. The LPCs have for a long time been lagging behind in growth
and development compared with other countries and many of them
seem 1o have come into a vicious circle of constraints, poverty and
population explosion with stagnation or even backsliding as a result.

3. Since the adoption of the Substantial New Programme of Ac-
tion in 1981, the situation of the LDCs has deteriorated further,
Despite a modest improvement in 1985, GDP per capita declined from
$220 in 1980 to slightly more than $200 in 1985. The share of LDCs in
wortd economy and trade has been declining. The trends for the com-
ing years, according to present assumptions, are also unfavourable.

4. Structural handicaps make the LDCs particularly vulnerable to
the external economic environment. On the whole this environment
has been unfavourable to the LDCs over the [ast years, Of particular
concern has been the historically low level of commodity prices, the
mounting debt problem and stagnating external financial flows.
Adverse weather conditions and patural calamities have in some cases
further contributed to reducing output and already very low living
standards.

5. In the light of this general background, the Comumittee for-
mulated the following conclusions aiming at an improvement of the
economic and social conditions in the LDCs:

L. National efforts

6. It was reaffirmed that the LDCs will continue to have primary
responsibility for their overatl development.

7. It was generally acknowledged that many LDCs have under-
taken comprehensive policy reforms and implemented adjustment
programmes. They have made efforts to improve the effectiveness of
domestic resource mobilization and use, by strengthening economic
and financial management. These efforts should be actively pursued.

8. In particular it appears imperative, taking due account of in-
dividual characteristics of each LDC:
To accelerate agricultural development and enhance food security;
To design structural adjustment and diversification programmes
suited to each country’s particular social and economic condition;
To endeavour to mobilize fully human resources through education
and training in required skills;
Tao strengthen the role of women in the development process.

If. International efforts

A, FINANCIAL AND TECHNICAL ASSISTANCE

9, In addition to national efforts, international programmes of
financial and technical assistance as well as other supportive measures
from all groups of donors are fundarmnental.

10. For aid o make a sustained contribution 1o development, it
has to be geared to the support of overall policy objectives of growth-
oriented programmes. At the same time, policies which create a recep-
tive environment in LDCs will greatly enthance aid effectiveness.

11. The Substantial New Programme of Action should be fully
and effectively implemented. For this purpose a substantially enlarged
volume of financial assistance to the LDCs on terms which correspond
to their immediate and long-term development needs will be required.

The volume and forms of aid must be commensurate with the growing
requirements of policy reform programmes and broader development
efforts.

2. ODA will continue to play a decisive role in LDC’s external
financing. Within the context of the Substantial New Programme of
Action, donor countries which have not yet done so should make best
efforts to attain 0.15 per cent of their GNP as ODA to the LDCs as
so0n as possible and not later than 1990,

1}, The multilateral agsistance to the LDCs through such channels
as IDA, IFAD, regional development banks and their funds, UNDP,
the Special Measures Fund for the Least Developed Countries,
UNCDF, UNVP, etc., should be significantly increased to meet the in-
creased needs of the LDCs, and donors should channel a substantial
part of their aid through these institutions and agencies.

14. The Structural Adjustment Facility of IMF should be tripled
as requested by the Managing Director.

15. Relevant international institutions should continue their con-
certed efforts to increase the share of concessional assistance to
LDCs.

16. IMF should be invited 1o undertake a review of the principles
on which its conditionality rests in such a way as to reflect the peculiar
social, economic and political priorities of the LDCs.

I7. The international community shouvld support the efforts of
LDCs to increase their per capita food production and, in view of the
energy problems, provide financial and technical assistance for
research, exploration and development of energy resources; and
should assist in maximizing capacity utilization of their productive
economic units.

18. Donors should endeavour to provide emergency assistance
and financing of costs involved in the management and relief oper-
ations in African and other LDCs affected by food shortages and
other emergencies.

B, AID MODALITIES

19. LDCs and donors alike should take all necessary steps to im-
prove the quality and effectiveness of aid,

20. Concerned donors should provide timely assistance on ap-
propriate terms to mitigate the adverse effects of adjusiment pro-
grammes and should support the efforts of the LDCs in implementing
the required policy changes.

21. lmmediate steps should be taken to provide bilateral ODA to
the LDCs essentially in the form of grants and to provide loans
without discrimination on highly concessional terms, at least as con-
cessional as those provided by 1IDA.

22.  Urgent steps should be taken by donor countries with a view to
providing ODA loans and graats to LDCs on an untied basis.,

23. Donors and LDCs should make efforts t0 eliminate the time-
lag between aid commitment and disbursement. in this regard, a
mechanism that would ensure automaticity and predictability of
disbursement should be considered.

24, Advance payments should be made, as appropriate, by the
donors concerned against their commitment in order to minimize
delays in disbursernent and improve the effectiveness of assistance.

25. Donor countries should take steps for increased local-cost as
well as recurrent-cost financing.

26. Concerned donors should provide increased balance-of-
payments support as well as commodity aid, programme aid, in-
cluding sector assistance and general import financing, and their terms
should be flexible encugh to facilitate their effective use.

27, Assistance should be provided to sirengthen LDCs, capacities
to establish and implement their own policies and programmes, in-
cluding programmmes for strengthening the role of the private sector
and increasing the efficiency of the public sector.

28. Efforts should be made to harmonize and simplify existing aid
procedures, Couniry review mechanisms should facilitate such ef-
forts.

C. COUNTRY REVIEW MECHANISM

29. The country review meetings, which are the mechanisms for
the periodic review and implementation of the Substantial New Pro-
gramme of Action, should be further strengthened and improved to
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mi#ke 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 am adequately high level. The meetings
should facilitate an increased and improved flow of assistance through
a better understanding and dialogue between LDCs and their develop-
ment partners.

D. LAND-LOCKED AND ISLAND DEVELOPING COUNTRIES
AMONG THE LEAST DEVELOPED COUNTRIES

30. In accordance with the United Nations Convention on the
Law of the Sea of 1982, Conference resolutions 137 (¥1) and 138 (VI),
Trade and Development Board resolution 319 (XXX}, and other rel-
evant resolutions of the United Nations as adopted on the specific
needs and problems of land-{ocked and island countries among the
L.DCs 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;

{b) Concerned donors, while providing technical and financial
assisiance 1o land-locked and island countries among LDCs, should
particularly focus on capital input in infrastructural development;

(c) International bodies, in particular UNDP and the United
Nations regional comrnissions, should continue to support those
LDCs with measures required to alleviate their specific transit-
transport and communications problems,

E. CoMMODITIES/INTERNATIONAL TRADE

31. The LDCs have greatly suffered from vulnerability to declines
in the prices of their basic commodity exports. It is in the LDCs that
the impact of the commadity price situation has been the most severe.

32. In this context, depending on the nature and intensity of
specific country and commodity circumstances, the LDCs should, as
appropriate, endeavour 10 diversify their economic siructures. The in-
ternational commuunity should support these efforts through improved
co-operation in the commodities sector aiming at better market
transparency, increased market aceess and reduced market distortions
as envisaged by the Uruguay Round. Sustained efforts should be made
to provide carefully considered aid for structural measures; and
technical assistance in support of improved management capacicy and
infrastructure.

33, The importance of the Integrated Programme for Com-
modities for the LDCs was again underlined, both in respect of
stabilization and development measures.

1. Compensatory financing

34, Special measures should be taken to strengthen the commodity
markets and enhance export receipts of the LDCs from their com-
maodities.

35. The international community shouid consider the possibility
of providing full compensation to LDCs for all shortfalls in com-
modity export earnings. For this purpose the existing Compensatory
Financing Facility of IMF should be improved, with provision for
special treatment for the LDCs ensuring better coverage of their
export earnings shortfalls, subsidization of their interest payments on
outstanding drawings and a longer repayment and grace period than
hitherto. The enlargement of Stabex and Compex shouid be consid-
ered, Developed countries which have not yet done so should consider
adopting special measures in order to compensate fully the export
earnings shortfatls of the LDCs. ln the event that a complementary
facility for compensating the commodity export earnings shortfalis
of the developing countries is estabiished, it should ensure special pro-
visions for the LDCs.

2. Access to piarkets

36. Steps should be taken by developed countries to further im-
prove GSP or MFN treatment for products from the LDCs with the
objective of providing duty-free access to such products, and to
climinate guantitative restrictions and other non-tariff measures af-
fecting exports of LDCs. Special schemes should be prepared by each
of them to realize these objectives. Flexible rules of origin should also
be applied in favour of LDCs to facilitate expansion of their exporn

trade. A simple duty- and quota-free system of imports of hand-made
products from the LDCs should be established promptly by developed
countries,

37. As agreed in the Ministeriai Declaration, adopted at the
special session of GATT at Puata del Este, Uruguay, in September
1986, the contracting parties of GATT should ensure that the Uruguay
Round of multilateral trade negotiations results, inter afia, in positive
measures to facilitate the expansion of the LDCs’ trading oppor-
tunities. Furthermore, appropriate aitention should be given by
member States to the expeditious implementation of the relevant pro-
visions of the 1982 Ministerial Declaration concerning the LDCs.

38. Increased technical assistance should be given to the LDCs, in-
ter afia, through the International Trade Centre UNCTAD/GATT
and UNCTAD for promotion of trade and expansion of production
facilities for export and to help improve their capacity to benefit from
existing preferential arrangements in favour of developing countries,
in particular, developed couniries and international organizations
should alse assist the LIDCs to create industries for on-the-spot pro-
cessing of raw materials and food products, and the development of
integrated projects for the expansion of exports and to provide ad-
equate resources to overcome supply bottle-necks.

39. The developed couniries should assist the LDCs in entering
into long-term arrangements for exports, as called for in the Substan-
tiat New Programme of Action.

F. GLOBAL REVIEW AND APPRAISAL OF THE iMPLEMENTATION
OF THE SUBSTANTIAL NEW PROGRAMME OF ACTION

40. In line with General Assembly resolution 40205, the Con-
ference recommends that a United Mations conference on the least
developed countries should be convened in 1990 to appraise and
review the implementation of the Subsiantial New Programme of Ac-
tion for the 1980s for the Least Developed Countries and to launch a
Programme of Action for the 1990s.

41, Tt further recommends that the General Assembly accept the
generous offer made by France to host the Conference.

Debt probiems of the least developed couniries

42. The debt situation of the LDCs has considerably worsened in
past years, The ratios of debt 10 GDP and debi service to exports have
increased in the case of many LDCs to unmanageable levels. A major
cause resides in depressed export earnings, which have impaired fus-
ther the debt-servicing capacity of the LDCs. Their debt burden now
constitutes for many of them a major hindrance to their development
pPrOCess,

43. The critical debt situation of the LDCs calls for a programme
for immediate relief. Develeped countries which have not yet done so,
should fully implement Trade and Development Board resolution 165
{S-I1X) expeditiously and cancel all cutstanding bilateral ODA Joans of
all the LDCs without exception. The develaping countries which have
provided concessional loans to LDCs should consider extending
similar debt relief measures to these countries.

44, Creditors of other official or officially guaranteed loans to
LDCs should lower interest rates of LDCs’ existing debts to conces-
sional levels on IDA terms. When appropriate, outright canceliations
of such debts should also be considered.

45. Creditors should provide substantial and multi-year schedul-
ing of private debts on favourable terms,

46. In order to alleviate the burden of debt service due to
multilateral institutions, suitable arrangements such as interest-
subsidy schemes and refinancing schemes should be considered. The
establishment of a special facility for debt relief for the LDCs within
the framework of an eXisting financial institution should alse be ac-
fively considered.

47. Substantially increased concessional finance, essentially in
grant form, is required 10 enable EDCs to resume growth $0 as to cope
with their debt problems in the long run, This task should be pursued
both bilaterally and by international financial institutions.

48.  Given the interrelationship of issues, the measures to alleviate
the debt burden for the LDCs should be supplemented and strength-
ened by technical assistance, as appropriate, as well as by measures in
other fields such as trade, commodities, etc,
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APPENDIX 11

Proposal on policles and measures submitted by Bangladesh
on behalf on the States members of the Group of 77

[TDEVID/CAV/L.A]

PROBLEMS OF THE LEAST DEVELOPED COUNTRIES, BEARING IN MIND
THE SUBSTANTIAL NEW PROGRAMME OF ACTION FOR THE 1980s
FOR THE LEAST DEVELOPED COUNTRIES

{For the text, see ennex V. B below, part I, section iV.]

APPENDIX HI

Statement by the representative of Bangladesh
on behalf of ihe States members of the Group of 77

[TD(VIN)/C.IV/CRP.1]

1. The Group of 77 proposals on sub-items (@) through (/) of
Conference agenda itern 8 —namely: Resources for development, in-
cluding financial, and related monetary questions; Commodities; In-
ternational trade; and Problems of the least developed countries,
bearing in mind the Substantial New Programme of Action for the
19805 for the Least Developed Countries were submitted at the fif-
teenth special session of the Trade and Development Board, on
18 May 1987. We believe that alf concerned have had the opportunity
to consider them. The rationale of the proposals hag already been ex-
plained in detail in part 1, “Assessment”, of TD/330°" and also in the
course of the informal consultations on assessment chat preceded the
Conference.

2. The proposals on problems of the LDCs, bearing in mind the
Substantial New Programme of Action for the 1980s for the Least
Developed Countries, are contained in part II, section IV, of TD/330.
1 take this opportunity to introduce these proposals on behalf of the
Group of 77 for consideration by the Committee. These proposals
cover the following specific areas:

. Specific policy measures suggested for adoption;

. Financial and technical assistance;

. Compensatory financing;

. Aid modalities;

. Debt problems of the least developed countries;
Access to markets;

. Land-locked and island developing countries;

. Country review mechanism;

I. Equitable benefits of assistance.

We look forward to intensive and sincere negotiations on each of
these proposals in the coming days so that this Committee will be in a
position to submit its concrete recommendations and proposals 10 the
President of the Conference by 24 July 1987.

3. Keeping in view this deadline for our work, I wish to submit the
following proposat for the organization of work in this Committee;

(@) 23 and 24 July be kept aside for finalization and adoption of the
report;

“{b) Three working days in the first week and three working days in
the second week would be available for substantive work. There will,
therefore, be six sessions available for substantive work of this Com-
mittee;

(¢) The first session may be devoted to introduction of the pro-
posals and adoption of the plan of work of the Committee;
{eh The following plan of woik is proposed for adoption:

First session—Introduction of proposals and adoption of the plan of
work of the Committee.

Second session—Consideration of items A and B, i.e. specific policy
measures suggested for adoption and financial and technical
assistance,

Third session—Consideration of items C and D, namely, compen-
satory financing and aid modalities,

Fourth session—Consideration of items E and F, i.e, debt problems of
the least developed countries and access to markets.

Fifth session—Consideration of items G, H and I, i.e. land-locked
and island developing countries, country review mechanism, and
equitable benefits of assistance.

TOTMmUOW R

*' Reproduced in annex V below.

APPENDIX IV

Statement by the representative of the German Democratic Republic
on behalf of the States members of Group D

[TIXVID)/C.IV/CRP.2/Rev.1]

1. Mr. Chairman, let me first congratulate you on your election.
1 wish to express our conviction that your skilful guidance will con-
tribute to the successful outcome of our deliberations. 1 may assore
you that my Group will support you in that respect.

2. The socialist countries regard the acceleration of the social and
economic development of LDCs as one of the acute problems in the
world economy of today. The solution of that problem would allow
the LDCs to satisfy the basic needs of their peoples and create, to an
ever-growing extent, the prerequisites to develop in the economic field
in a self-sustained and self-reliant manner.

3. Socialist countries consider the Substantial New Programme of
Action for the 19805 for the Least Developed Countries, which is
closely linked with the Declaration on the Establishment of a New In-
ternational Economic Order and the Charter of Economic Rights and
Diuties of States, to be one of the basic United Nations documents on
social and economic matters.

4. The 1985 mid- term review of the Substaniial New Programme
of Action showed the generally unsatisfactory progress towards its im-
plementation. Since the adoption of that programme in 1981, the
social and economic sitwation in the majority of LDCs has
deteriorated considerably. Crisis phenomena, growing protectionism
and discrimination, worsening terms of trade for the LDCs, increasing
foreign indebtedness of LDCs, the negative impact of TNCs” activities
as well as natural calamities hampered the LDCs” social and economic
development.

5. The sitvation of the LDCs, which preoceupies the whole of
mankind, reflects in a concentrated manner the unsound, dangerous
and intolerable state of international relations, The arms race, which
leads to the development of ever more destructive weapons, not only
threatens the very existence of mankind, but aiso undermines the
possibilities for shaping a fruitful international co-operation and
swallows up huge material, financial and intellectual resources which
could otherwise be earmarked for the sojution of burning social and
economic problems of countries, including the LDCs, in particutar to
help eliminate hunger, poverty and iliness,

6. Socialist countries are convinced that any step towards dis-
armament will be conducive to the improvement of the international
political climate and to the establishrient of a reliable system of inter-
national economic security for all States, Socialist countries hold that
all concrete steps on the way to disarmament should be linked with
rechannelling a portion of the resources to be released to meet the
needs of economic and social progress of developing nations, in-
cluding the LDCs.

7. In their support for LDCs, socialist conntries are guided by a
comprehensive ynderstanding of the factors hampering prompt social
and economic development. Structural imbalances and the slow pace
of socic-econorpic development in many LDCs result, among other
reasons, from their colonial past, the unjust and disadvantageous
position of developing countries within the framework of the inter-
national division of labour, foreign indebtedness, the negative impact
of TNCs' activities and today’s strained monetary and financial re-
lations. Some problems are also due to the fact that socio-economic
reforms were not implemented consistently and that some government
measures and concepts have not always been effective in some 1.DCs,
The tremendous difficulties of many LDCs emanate from the
cumulative impact of those factors. The pressure exerted by certain
quarters on developing countries to the effect that they should over-
come the current complicated economic situation by restraining the
role of the State in the economy and by exclusively employing market
forces may, in the long run, only aggravate existing difficulties and
jeopardize those countries’ independence.

8. Socialist countries consider that it is the right of each nation to
determine its economic policy in a sovereign manner. They believe
that the strengthening of the role of the State and the development of
the public sector as well as the attainment of higher effectiveness in
State management and planning are important elements which can
help strengthen political independence and speed up LDCs’ social and
economic development. At the same time, the employment of market
mechanisms in accordance with each country’s national characteristics
may coniribute to economic development,
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9. It is a basic principle of the socialist countries’ foreign policy to
support developing countries effectively, including the LDCs, in their
just struggle for social and economic progreess, against neo-
colonialism and for independence. Economic co-operation between
socialist and developing countries represents a new type of inter-
national relations which is based, infer afia, on the principies of
equality, mutual advantage, and non-interference in internal
affairs—exploitation being alien to it. According to that type of
economic co-gperation, socialist countries employ vis-g-vis LDCs a
nutnber of flexible instruments which have proved their effectiveness
and reliability: e.g. bilateral intergovernmental agreements, joint
trade and economic commissions which eclaborate the long-term
targets of co-operation and co-ordinate their fulfilmeni. That co-
operation is & compsehensive and effective one. The various. re-
quirements and interests of LDCs are widely taken into account.
Within the framework of such co-operation, socialist countries pro-
vide assistance in the development of different economie sectors, in
the field of vocational training, in science and technology as well as in
the establishment of effective management and planning systems.
Socialist countries will continue to pay due attention to the expansion
of co-operation with LDCs. They will take into account the LDCs*
suggestions and proposals with a view to further developing co-
operation on the basis of mutual interests. They are prepared to
expand already existing relations with LDCs and to establish new ones
with those interested. They will impact to the LDCs interested their
experience in social development, in economic management and
planning.

10. Socialist countries hold that international economic security,
which equally protects each State from discrimination, sanctions and
other econosmic coercive measures prompted by political reasons, will
be conducive 1o the development of LDCs as well,

APPENDIX V

Statement by the representative of the Netherlands
on behalf of the States members of Group B

[TD(VID/C.IV/CRP.3]

1. On hehalf of Group B, I extend to you, Mr. Chairman, the
Vice-Chairman and the Rapporteur our congratulations on your elec-
tion. 1 assure you that our Group has a positive interest in the work of
this Committee and is ready 1o co-operate fully with you on tmatters
related to the special problems of the LDCs. We appreach our
deliberations in a positive spirit and we appreciate the opportunity to
promote common perceptions and effective policies on issues before
us in this Committee. T will now turn to some general observatioas.

2. 1should like to recall that the international community adopted
the Substantial New Programme of Action for the 1980s for the Least
Developed Countries in 1981 in order to give concerted international
support to national measures undertaken by individual least devel-
oped countries. The Substantial New Programme of Action is now in
place and all commitments made to it by members of Group B are
valid as staied in individual interventions at the time of the adoption
of the Substantial New Programme of Action and at the subsequent
review conference in 1985. The implementation of the Substantial
New Programme of Action will be reviewed when the programme ex-
pires in 1990, In the mean time, an ongoing review process is taking
place as provided for in the Substantial New Programme of Action
through existing mechanisms such as the World Bank Consultative
Groups, the UNDP Round Tables and the Club du Sahel, and
Group B members are actively participating in this work. Against this
packground, this Commitiee should focus on special problems of the
LDCs in the fields of resources, international trade and commaodities.

3. The challenges of economic and social progress in the
LDCs—where despite much improvement in nutrition, health and
education, many millions of people remain without the conditions of a
decent life-—are an important concern for the Governments of my
Group and for the people they represent.

4. We note with satisfaction the economic progress of some
LDCs, especially in the tast few years. None the less, we remain con-
cerned about the steady downward trend in the average income level
and serious debt-servicing problems of many of the LDCs. This
downward trend can be mainly attributed to three broad sources:

{i) On the one hand, they have suffered from extreme vulner-
ability 1o declines in the prices of their basic commodity ex-
ports. It is in the LDCs that the full impact of the commadity
price sitnation can be seen.

(i) On the other hand, serious weaknesses in the institutions that
formulate and implement economic policy as well as a weak in-
frastructure led to inappropriate economic performance in
many of these countries: targe fiscal deficits, overvalued ex-
change rates and a general erosion of incentives on domestic
product and factor markets, espectally in the agricultural sec-
tor,

(iii) Finally, these countries have suffered from environmental
problems, adverse weather conditons and socio-political con-
straints such as high population growth.

5. There are no easy solutions. A continuous adaptation of our
perceptions is necessaty if we are to confront together the urgent
development tasks in the LDCs,

6. Croup B believes that the reorientation of development policies
and the diversification of economie structures—reflecting the nature
and intensity of specific country and commodity circumstances—are
emerging as priorities. To support this effort, the members of my
Group see scope for joint, international action in the following areas:
improved co-operation in the commodities sector such as better
market transparency; increased market access and reduced market
distortions as envisaged by the Uruguay Round; sustained efforts 1o
provide carefully considered aid for structural measures; and technical
assistance in support of improved management capacity and in-
frastructure in the LDCs.

7. There is now widespread agreement among donors and re-
cipients that for aid to make a sustained contribution to development,
it has to be geared to the support of overall policy objectives of
growth-otiented structural adjustment and that adjustment and
growth are mutually supportive. Indeed, many LDCs have undertaken
courageous adjustment policies, Alihough the specific contents will
inevitably vary among countries, efforts to redress the situation in the
LDCs need:

To improve the effectiveness of domestic resource mobilization and
use by strengthening economic and financial management, in-
cluding the capacity to co-ordinate external assistance;

To ingrease the productivity of the agricultural sector, especially in
food production;

To adopt market-oriented incentive systems, including appropriate ex-
change rates;

To strengthen investment in human resources, notably in areas such as
education and training;

To increase the efficiency of the public sector;

To enhance the conditions required for the development of a strong
private sector.

8. In other words, my Group believes that determined domestic
action is required if development is to be put on new, solid and
durable foundations. The success of such action deperds to a great ex-
tent upon public acceptance of their necessity and effectiveness. We
believe, therefore, that the Governments of the LDCs should continue
to take an active part in the formulation and implementation of their
own structural adjustment programmes, explain their purpose and
content, and implement them with resolve. This way, the prospects for
success would be greatly enhanced. At the same time, we fully
recognize that social and political conditions as well as traditional
values and local cusioms of each individua! country must be taken
inte consideration when development programmes are elaborated and
implemented.

9. In addition to national efforts international programimes of
financial and technical assistance as well as other supportive measures
from all groups of donors are also fundamental in addressing the basic
structural rigidities of these economies. Group B countries’ record in
this respect is already substantial but we expect aid from all sources to
be further improved, The volume and forms of aid must be commen-
surate with the growing requirements of policy reform programmes

. and broader development efforts, taking into account the recommen-

dation of the Substantial New Programme of Action as adopted in
1981 and Conference resolution 142 (VI) as adopted pertaining to
substaniive resources 10 be channelied 10 the LDCs. However, exter-
nat financial resources made available in support of domestic policy
reform undertaken by the LDCs have in many cases not been adequate
te support policy reform and to generate substantially increased
growth. Also, it would favour the development process if adjustment
programmes, to a greater extent, could cover a time period long
enough to achieve sustained growth at a level above the rate of
population growth,
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10.  Multilateral development institutions also have an important
role to play, The dialogue thai takes place in UNDP Round Tables
and World Bank Consultative Groups has provided for better policy
dialogue and aid co-ordination and has allowed least developed coun-
tries to review, and sometimes reorient, their development policies and
also atlowed donors to improve their support efforts. In particular, we
note with satisfaction the contribution made by the Eighth Replenish-
ment of IDA, the IMF Structural Adjusiment Facility and the joint
policy framework process, The IMF, the World Bank and UNDP may
wish to comment on the various aspects of this evolving situation.
Moreover, we ook forward to the forthcoming negotiations on the
Third Replenishment of IFAD in early 1988,

11, Before concluding my statement, may I reiterate my Group’s
intention to engage in constructive discussions on the special problems
of the LDCs, Finally, may 1 add that my statement will be sup-
plemented later by members of my Group.

APPENDIX V1

Schedule for the second week, 20-24 July 1987,
submitted by the Chairman

[TD(VIL)/C.IV/CRP.4]

Monday, 20 July fmorning)

Aid and other flows: financial and techaical assistance; aid
modalities; country review mechanism

Land-locked and island couatries among the LDCs
Commodities/compensatory financing

Tuesday, 21 July {morning)
Commodities/compensatory financing (continued)
Trade/aceess to markets

Wednesday, 22 July fafrernoon)
Debt problems of the LDCs.
Structure of draft elements to be circulated

Thursday, 23 July (morning and afterncon)}

First reading of draft elements; revised version to be made available
Friday, 24 July fafternoon)

Second and final reading of revised draft

Final plenary meeting of Committee 1V,

APPENDIX V1I

Statement by the representative of Denmark on behalf of
the Enropean Economic Communiiy and its member States

{TD(VI)/C.1V/CRP.5]

I. The European Community and its member States have been
committed for many years to assisting, as a special prierity, the LDCs
in their development efforts. As the LDCs’ principal trading partner
and their main source of external assistance, the Community and its
member States gave their full support to the preparation of the
Substantial New Programme of Action for the 1980s for the Least
Developed Countries and remain committed to achieving its
objectives.

2, The present sitnation of the LDCs is characterized by
stagnating or falling GNP per capita, high population growth and in-
adequate infrastructures generally, often aggravated by severe
geographical and climatological constraints such as isolation, drought
and desertification and a high incidence of other natural disasters. It is
further compounded by a combination of debt-servicing burdens,
reduced flows of non-concessional financial resources and worsening
terms of trade which put a severe strain on their efforts to sustain the
development process. We are deeply concerned about the negative ef-
fects of the current world economic situation which in particular af-
fects LDCs. Given the work done at the mid-term review of the
Substantial New Programme of Action we are hopeful that the
seventh session of the Conference will make it possible through an ap-
propriate assessment process, to understand better and help to reselve
their underlying problemns.

3. The Buropean Community and its member Stales are aware
of the special difficulties of the LDCs. We recognize the primary im-
portance of LDCs' own development efforts. We also regard the

development of South-South trade as of special significance for the
LDCs. During the first half of the 1980s the volume of vearly assist-
ance on concessional terms (both bilateral and muftilateral) by Com-
munity donor countries has risen steadily; indeed several of (hem have
already exceeded the target of the Substantial New Programme of Ac-
tion as adopted. We reaffirm the importance of the objectives and
content of the Substantial New Programme of Action as adopted,
which provides for both quantitative increases in aid flows, and for
qualitative improvements in the terms of aid. However, as conciuded
in the mid-term review in 983, further efforts are needed:

To attain the objective of allocating 0.15 per cent of GNP to the LDCs
according to the Substantial New Programine of Actien as adopted;

To use more flexible and faster-disbursing forms of intervention, tak-
ing into account recurrent costs and import requirements to support
structural adjustent;

To improve co-ordination between LDC Governments and donors at
all fevels, including World Bank Consuliative Groups and UNDP
Round Tables;

To provide technical assistance and other support to LDCs seeking to
mobilize their owr humnman and capital resources and strengthen the
role of the private sector in the development process and increase
the efficiency of the public sector.

As regards the Sub-Saharan African LDCs and their critical economic
situation, the General Assembly, at its special session in May 1986,
adopted the United Nations Programme of Action for African
Economic Recovery and Development §986-1990. That programme
includes many of the priorities identified and the recommendations
made in the Substantial New Programme of Action. lts impiemen-
tation will contribute significantly to the implementation of the
Substantial New Programme of Action in so far as LDCs in Africa are
concerned.

4. The Community and its member States consider it essential that
all industrialized countries, including those with centrally planned
econemies, should enhance market access for the products of the
LDCs through more favourable rules of origin, through special treat-
ment for LDCs within an improved GSP and through positive and
fiexible use of the fourth Multifibre Arrangement. Moreover, we call
on all industrialized countries to help stabilize the export earnings of
LDCs. In this respect the Stabex and Compex systems of the Euro-
pean Community have granted particularly favourable treatment to
exports originating from LDCs. At the same time appropriate finan-
cial ODA contributions should be directed on a case-by-case basis
towards the LDCs for whom the fall of commodity prices has had a
significant medium-term impact on their development so as (o support
structural adjustment programines aimed at greater diversification.

5. Donors from both industrialized and developing countries
should carefully examine the evolution of financial flows to the LDCs.
Since the Paris Conference these flows have varied considerably, while
at the same time the LDCs have faced falling prices for their exported
raw materials and have had to implement structural adjustment pro-
grammes. It is necessary to ensure that the international financial in-
stitutions, including the regional development banks, IFAD and IDA,
have the resources and instruments needed to accomplish their tasks.
Furthermore, we welcome the consideration given towards a signifi-
cant increase in the resousces of the IMF’s Structural Adjustment
Facility.

6. Moreover, we call on those countries which have not done so to
apply Trade and Development Board reselution 165 (S-IX). In the
spirit of the Venice Summit and in the context of the Paris Club
renegotiations, extended grace and repayment periods should be
agreed for the most heavily indebted among the poorest countries
which are making adjustment efforts. Furthermore, a lowering of in-
terest rates for these countries’ existing debt should be considered.

APPENDIX VIiI

Views of the Nordic countries (Finland, Norway and Sweden)
[TIXVID/C.IV/CRP.€]

1. Differentiation among developing countries has been further
increasing during the 1980s, For the LDCs the average socio-economic
situation has been deteriorating. Taking note of the different
economic performance also among the LDCs, the following elements
appear dominant: the average economic growth, especially ihe
agricubtural production, has been declining on a per capita basis. The
aggregate debt is approXitnately 50 per cent of the LDCs® GDP.
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Declining commodity export earnings, stagnating financial inflows in-
cluding ODA and decreasing remittances from nationals working
abroad have all had a depressive effect on the foreign-exchange
reserves of the LDCs.

2. Many LDCs have undertaken major policy reforms and struc-
tural adjustment programmes aiming at recovery, sustained economic
growth and development. The implementation of these policy reforms
must continue. To foster this process it is of paramount importance to
increase the support from the international community, particularly in
the fields of resources, debt relief, commodities and trade promotion.
Complementarity between all measures at the national and inter-
national levels is particularly strong in LDCs. Various measures can
be successtul only if they are all directed in an orchesirated manner to
mutually accepted objectives.

MEASURES AT THE NATIONAL LEVEL BY LDCs

3. LDCs should continue their efforts to implement national
measures, especially policy reforms and structural adjustment in order
to mobilize domestic resources, both economic and human, and create
an economic and social environment which is conducive to develop-
ment and to the suceessful implementation of the international sup-
port measures. The policy reforms should be designed and im-
plemenied so that the basic living conditions of the poor, and the
social services in the fields of education and health, are not adversely
affected. The ecological carrying capacity in the LDCs should also be
taken duly into consideration.

INTERNATIONAL SUPPORT MEASURES

1. Resources

4. In the coming years the LDCs will continue to rely mainly on
ODA for their external financing. ODA flows could play a catalytic
role in obtaining other external financing for development. The target
to channel to the LDCs an aid equivalent of 0.15 per cent of GNP or
10 double the aid volume Eevel should be achieved by all donors as
soon as possible.

2. Quality and aid modalities

5. Aid should be given as grant or at least on IDA terms in order
not to increase debt burden. Aid modalities should be simplified and
harmonized, Predictability of aid (multi-year allocations) should be
improved to enable proper planning and co-ordination by recipients.
Increased aid should, according to the needs, be directed to quickly
disbursed import support, sectoral and programme support, local and
recurrent costs and to rehabilitation and maintenance.

3. Co-ordination

6. Coherent utilization of all available resources is a crucial task in
LDCs where external aid and other support measures play an excep-
tienally important role in the development process, including the im-
plementation of policy reforms. Consultative groups and round tables
should be used more efficiently for co-otdination on policy fevel and
for allocation of aid. Local co-ordination on sectoral level should also
be improved in order to ensure an adequate overall co-ordination pro-
cess,

4. Debr

7. The debt burden of the LDCs should be relieved through the
cancellation of official debts in accordance with Trade and Develop-
ment Board resolution 165 (8-I1X). In the Paris Club both the exten-
sion of the rescheduling periods and the lowering of interest rates
should be considered. Additional measures in other appropriate
forums should be developed to alleviate other debt-service obliga-
tions.

5. Trade promotion

8. The principle of more favourable treatment of the LDCs should
be elaborated so as to achieve further well-defined advantages for
these countries, such as:

Improving the GSP through introduction of duty-free treatment for
export products of interest to the LDCs;

Supporting efforts to grant exceptional treatment to the LDCs in the
field of non-tarifi measures;

Giving priority to the LDCs in the provision of technical assistance
with regard to quality, technical standards and sanitary re-
quirements;

Increasing technical assistance to enable better utilization of the GSP
systems,

9. The international Trade Centre UNCTAD/GATT has an im-
portant role to play in providing technical assistance to the LDCs and
this work should be strengthened.

6. Commodities

10. A range of international support measures is needed in the
area of commodities. This is also the case for the commodity problems
in the LDCs, highly dependent on one or two commedities for their
entire export earnings. Among the various measures needed, com-
modity development measures and diversification of the LDCs’
economies are particularly important. There is a critical need for
stable and continuous financial mechanisms, inter alia, the Second
Account of the Common Fund,

11. The work on the compensatory financing scheme linked o
siructural adjustment should also be pursued further with the aim of
securing necessary finance to enable the poorest and most commodity-
dependent LDCs to diversify away from excessive dependency on
commodity production with a bleak future.

REVIEW OF THE SUBSTANTIAL NEW PROGRAMME
OF ACTION IN 1990

12. The Nordic countries confirm their support for a high-level
meeting to review the Substantial New Programme of Action in 1990,
It is important that in the review meeting the experiences of the 1980s
be clearly presented and consequent measures for the future be agreed
upea.

APPENDIX X
Amendments proposed by the representative of China
to TIMVIH/C.IV/CRP.7 and Add.1*:
[TD{VIC.IV/CPR.8]

A. AMENDMENTS PROPOSED TO TD(VII/C.IV/CRP.7

Paragraph 12

in lipe 3, to replace the words “‘make best efforts’” with **fulfil their
commitments™,
Paragraph 21

I line 1, after the word *“taken’ insert **by developed countries’’.

Paragraph 25

In the first line, change the word “Donoc” to the words
“Developed donor™.
Paragraph 27

Replace the paragraph with the following: *‘Assistance should be
provided to strengther LDCs’ capacities to establish and implement
their own policies and programmes, including programmes for
strengthening the role of the private and public sectors as well as in-
creasing their efficiency.”

Paragraph 33

Replace the paragraph with the following: “‘In the implementation
of the Integrated Programme for Commodities, the special needs of
the LDCs should be taken into full account.”
Paragraph 35

In the first line, after the word ‘‘community*’, insert the following:
““and, in particular, the developed couniries™,

B. AMENDMENT PROPOSED To TD(VID/C.IV/CRP.7/Add.1

Paragraph 2 [new paragraph 43 of appendix I above}
Replace the paragraph with the following:

“Developed countries should fully implement Trade and
Development Board resolution 165 (S-1X) expeditiously and convert
all outstanding bilateral ODA loans of all the LDCs into grants,
without discrimination.”’

# Appendix I to the report of Committee IV,
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APPENDIX X

Proposal by the Netheriands on behalf of the
States members of Group B

[TEXVII}C.IV/CRP.9}
Introduction

Some basic features of rhe general economic situaifon and trends in
relation to least developed countries

1. The LDCs are the poorest countries in the world. In spite of
some significant growth in some LDCs, their average GDP per capita
is slightly higher than $200, which is less than one quarter of that of
the developing countries as a whole and only about 3 per cent of that
of the developed countries. A high proportion of the LDCs’ popu-
lation lives in conditions of mere, and often befow, subsisience,

2. At the 1985 mid-term review of the Substantial New Pro-
gramme of Action for the 1980s for the Least Devefoped Countries it
was noted with serious concern that since the adoption of the Substan-
tial New Programme of Action in 1981 there has been a significant
deterioration in the overall socio-economic situation of the LDCs, the
causes of which were external, domestic and environmental. GDP per
capita declined from $220 in 1980 to slightly more than $200 in 1985,
The share of LDCs in world economy and frade has been declining.
The trends for the coming years, according to present assumptions,
are also generally unfavourable. The continuous monitoring of the
implementation of the Substantial New Programme of Action to date
shows that, despite certain improvements in the situation of some
LDCs since 1983, negative economic and other factors have persisted.

3. Although LDCs face widely differing circumstances and needs,
they generally have for a long time been lagging behind in growth and
development compared with other countries and many of them seem
to have come into a vicious circle of constraints, poverty and popu-
lation explosion, with stagnation or even backsliding as a result.

4, Structural handicaps make the LDCs particularly vulnerable to
the external economic environment. On the whole this environment
has been unfavourabie to the LDCs over the last few years. Of par-
ticular concern have been the historically low level of commodity
prices which, lmter alig, increased the debt-servicing problems of
LDCs, and insufficient external financial flows. Adverse weather con-
ditions and natural calamities have in some cases further contributed
to reducing output and already very low living standards, Many of
these countries initiated structural adjustment programmes and some
engaged in reforms designed to make thejr economies more efficient in
a manner consistent with their own national conditions and priorities.
These adjustment measures have begun to have positive effects in
some of these countries. Complementary international support for
these efforts, in the form of both multilateral and bilateral ODA, has
on the whole resumed a rising trend but there is a continuing need for
additional efforts. Those developed countries which have not fully
participated in efforts to assist the LDCs should do so.

5. There was a consensus on the need for full and expeditious im-
plementation of the Substantial New Programme of Action and of the
recommendations of the mid-term review as adopted; some problems
facing the LDCs call for further study. In the light of this general
background and of its own fruitful discussion, the Commitiee for-
mulated the following conclusions aiming at an improvement of the
economic and social conditions in the LDCs.

I. National efforts

6. It was reaffirmed that the LDCs will continue to have primary
responsibility for their overall development.

7. It was generally acknowledged that many LDCs have under-
taken comprehensive policy reforms and implemented adjustment
programimes. In order to atiain sustainable, non-inflationary growth,
they should adopt and pursue economic development policies de-
signed to improve the effectiveness of domestic resource mobilization
and use, 1o strengthen economic and financial management and to ra-
tionalize public expenditure and the role of government in production
activities. These efforts should be actively pursued.

8. In particuiar it appears imperative, taking due account of in-
dividual characteristics of each LDC:

(@) To accelerate agricultural development and erhance food
security;

(M) To design structuraf adjustment and diversification pro-
grammes suited to each country’s particular social and economic con-
dition;

(¢} To endeavour to mobilize fully human resources through edu-
cation and training in required skills;

{d) To strengthen the role of women in the development process;

{¢} To strengthen the domestic environment for public and private
flows;

() To adopt market-oriented incentive systems;
{2} To increase the efficiency of the public sector;

(#) To enhance the conditions required for the development of a
strong private sector;

{H To give priority to the advancement of the poorest in the
development policy and adopt measures to protect the most
vulnerable parts of the population during the adjustment;

{H To take account of environmental issues.

Il. International efferis

A. FINANCIAL AND TECHNICAL ASSISTANCE

9. In order to complement national efforts, international pro-
grammes of financial and technical assistance as well as other sup-
portive measures from all donors are fundamental.

10. For aid to make a sustained contribution te development, it
has to be geared to the suppost of overall policy objectives of growith-
oriented programmes. At the same time, policies which create a recep-
tive environment for public and private flows in LDCs will greatly
enhance aid effectiveness.,

11. Donors are urged o intensify efforts to enhance the volume of
financial assistance 1o the LDCs on terms which correspond to their
immediate and long-term development needs, The volume and forms
of aid should be supportive of, and commensurate with, the growing
requirements of policy reform programmes and broader development
efforts. Developed countries should effectively mobilize additional
resources for the poorest countries, especially for Africa in accord-
ance with the commitments undertaken in the context of the United
Nations Programme of Action for African Economic Recovery and
Development 1986-1990,

12. ODA will continue to play an important role especiatly for
poorer countries. In compliance with the recommendations of the
Development Committee’s Task Force on Concessional Flows,
devefoped countries should pursue their efforts to achieve, as soon as
possible, the internationally agreed targets of 0.7 per ceni of GNP for
total ODA and of 0.15 per cent of GNP for ODA, or doubling their
ODA, to LDCs as adopted in the Substantial New Programme of Ac-
tien and the mid-term review.

13. Some donors are not ready to endorse aid targets but they
review the needs of individual countries on a continuing basis and
determine how they can best respond to these needs.

14. Multilateral development institutions should be strengthened
by endowing them with adequate resources and insiruments to Fulfit
their tasks. Members of the World Bank are invited {o support an
early geperal increase of iis capital as nesded to support quality
lending. Donors should meet expeditiously their commitments to the
Eighth Replenishment of IDA. Regional development banks and
funds also need to be strengthened, and the adequacy of their capilal
and lending programmes should be kept under review.

15. The distribution as well as the overall volume of multilaterai
assistance to the LDCs, through such channels as 1DA, IFAD,
regional development banks and their funds, UNDP, the Special
Measures Fund for the Least Developed Countries, UNCDF, UNVP,
etc., should be adequate to meet the increased development needs of
the LDCs. All donors, especially those who have not to date par-
ticipated in these institutions, should channel a substantial part of
their aid through these institutions and agencies.

16, The proposal by the Managing Director of IMF for a signifi-
cant increase in the resources of the Structural Adjusunent Facility
over the three years from 1 January 1988 is welcomed. Discussions on
this proposal ought to be concluded within this year. In this respect,
we also welcome closer co-operation between the World Bank and
IMF and increasing bilateral co-financing with the World Bank.
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B. AID MODALITIES

17. Donor and recipient countries should together seek to ensure
that aid is fully supportive of development efforts and that aid effec-
tiveness is strengthened, inter alig, through improved co-ordination.
In this regard, central responsibility for aid co-ordination lies with
each recipient Government.

18. International financial institutions should continue to take
into account, among other things, the need to achieve the necessary
adjusiment with adequate rates of growth and to protect the poor
segments of the population, as well as the period required for adjust-
ment with growth. The increasing co-operation between IMF, the
World Bank and other multilateral financial institutions is welcomed
and should not lead to cross~conditionality.

19. Further steps should be taken by ail donors who have not vet
done so to provide bilateral ODA to the LDCs essentially in the form
of grants and to provide loans on highly concessional terms.

20, Technical assistance should be provided to strengthen LDCs’
capacities to establish and implernent their own policies and pro-
grammes and to address the basic structural rigidities of their econ-
omies. Special attention should be given to support programmes for
strengthening the role of the private sector and increasing the ef-
ficiency of the public sector. There is scope for joint international ac-
tion in the area of technical assistance in support of improved
management capacity and infrastructures.

21. The valuable work carried out by non-governmental organiz-
ations both in the field of development and emergency assistance in
the LDCs, and in raising the public consciousness of the development
process, is appreciated. The Committee urged increasing participation
by the population, both women and men, in the work of non-gavern-
mental organizations. It called wpon LDCs and non-governmental
organizations to further increase the co-operation in implementing ef-
fective development programmes, consistent both with LDCs® own
policies and priorities and with the autonomous character of non-
governmental organizations. It also called on donors to continue
co-operating closely with non-governmental organizations in
implementing effective development programmes.

C. COUNTRY REVIEW MECHANISM

22, The Committee welcomed the ongoing improvements of the
country review meetings which are the mechanisms for the periodic
review and implemeniation of the Subsiantial New Programme of Ac-
tion. Nevertheless, the need for further strengthening and improve-
ment was recognized. In this context the primary responsibility of the
LDCs, among other things, to convene on a regular basis and prepare
such meetings was emphasized. UNDP and the World Bank, as the
lead agencies, should expand their technical assistance to the LDCs to
enable them to prepare appropriately for these meetings. Donor coun-
tries should be represented at an adequately high level. The meetings
should facilitate an improved flow and effectiveness of assistance
through 2 better dialogue and co-ordination between LDCs and their
development partners.

D. COMMODITIES/INTERNATIONAL TRADE

23. The LDCs have greatly suffered from vulnerability to declines
in the prices of their basic commodity exports. It is in the commodity-
dependent LDCs that the impact of the commodity price situation has
been the most severe.

24. In this context, depending on the nature and intensity of
specific country and commodity circumstances, the LDCs should
endeavour 1o promote economically sound diversification of their
economic structures, both vertically and horizontally., The inter-
national community should support these efforts through improved
co-operation in the commodities sector aiming at better market
transparency, increased market access and reduced trade distortions,
Continued efforts should be made to provide carefully considered aid
for structural and development measures as well as technical
assistance in support of improved management capacity and in-
frastructures.

25. Producers and consumers have already considered a number
of developmental programmes which could be financed under the
Second Window of the Common Fund. The entry into force of the
Common Fuad could lead to specific concrete actions in the
framework of the respective international commodity bodies,

t. Compensatory financing

26. It was recognized that commodity-related shortfalls in export
carnings of LDCs were an important obstacle to their development ef-
forts.

27. The needs of developing countries, particularly the LDCs, for
more stable export earnings within a context of diversification or
structural adjustment should be examined. In this context, the existing
compensatory schemes and mechanisms as well as the different views
on interpational co-operation in this area concerning the commodity-
specific or the balance-of-payments focus should be taken into ac-
count. The role of the EEC Stabex and Compex was recognized.

2. Access to markets

28. It is recognized that benefical action is already undertaken by
developed countries to provide market access for the products of
LDCs in the context of their GSP schemes. All other countries,
developed and developing, which have not vet done so should make
similar efforts. Steps should be taken further to improve GSP or MFN
treatment for products of particular export interest to LDCs and to
eliminate or reduce non-tariff measures affecting such products,

29. LDCs are invited to utilize fully the opportunities which are
already available in the field of market access, in particular under
GSP schernes.

30, As mentioned in the GATT Ministerial Declaration, adopted
at the special session of GATT at Punta del Este, Urugoay, in
September 1986,

“‘Special attention shall be given to the particular situation and
problems of the least developed countries and to the need to en-
courage positive measures to facilitate expansion of their trading
opportunities. Expeditions implementation of the relevant pro-
visions of the 1982 Ministerial Declaration concerning the least
developed countries shall also be given appropriate attention.*’*

31. Increased technical assistance should be given for trade pro-
motion of the LDCs, inter alia, through the International Trade Cen-
tre UNCTADV/GATT and UNCTAD,

32. Moreover, in the framework of the multilateral trading system
the promotion of South-South trade through the GSTP particularly
for the benefit of the LDCs and through regional integration could
make an important contribution to the expansion of trading oppor-
tunities and greater multilateralism. Progress towards promotion of
subregional trade should be enhanced. East-South trade shouid alsa
be further developed.

E. DEBT PROELEMS OF LEAST DEVELOPED COUNTRIES

33. The debt-servicing situation of the LDCs has remained serious
and in many cases worsened in past years. The ratios of debt to GDP
and of debt service to exports have increased in the case of some LDCs
to unmanageable levels., Major causes include the depressed export
earnings, which have impaired the debt-servicing capacity of the
LDCs, in particular for those which are heavily dependent on com-
modities. Their debt-servicing burden constitutes for many of them a
hindrance to their development process. Problems of the LDCs’ debt
to the multilateral financial institutions were also recognized.

34, The critical debt situation of the LDCs calls for programmes
for immediate relief. Interested developed countries which have not
yet done so are firmly invited to implement fully commitments under-
taken in pursuance of Trade and Development Board resolution
165 (S-IX). The developing countries which have provided conces-
sional loans to LDCs should consider extending similar debt relief
measures 1o these countries.

35. The Committee welcomes measures taken by the Paris Club
on larger repayment and grace periods to ease the debt-service burden
of the most heavily indebted among the poorest countries which are
undertaking adjustment efforts. For those countries, the possibility of
applying lower interest rates to their existing debt could be considered.

36. The overall trends towards innovative and more flexible ap-
proaches on the financing side, both official and private, should also
be examined in selation o making debt burdens of LDC: more
manageable and restoring capital flows 1o these countries,

** GATT, Basic Instruments and Selected Documents, Thirty-third
Supplentens (Sales No. GATT/1987-1), p. 21, sect. B, para. (vii).
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37. Measures should be taken, particularly by debtor countries to
facilitate non-debt-creating capital flows, especially direct investrent
to LDCs.

38. Measures to alleviate the debt-servicing burden for the LDCs
should be supplemented and strengthened by techaical assistance, as
appropriate.

F. GLOBAL REVIEW AND APPRAISAL OF THE IMPLEMENTATION
OF THE SUBSTANTIAL NEW PROGRAMME OF ACTION IN 1990

39, 1In line with General Assembly resolution 40/205, the Com-
mittee took note of the generous offer made by France to host the
Conference.

M. Fature work

40.  Against this background, UNCTAD should, while taking into
account the work of other competent internaiional bodies and within
existing and available resources, endeavour:

(m To analyse the nature and causes of similarities and differences
in economic performances of LDCs, taking into account the work of
other competent international institutions;

(#) To continue to examine the complemeniarity between domestic
and international environments in order to develop better understand-
ing of the problems of mobilizing external public and private
resources as a complement to the effective use of domestic resources
of LDCs;

(¢} To study the short-, medium- and long-term effects of national
structural adjustment policies on economic performance and growth;

(d) To examine ways to improve the awareness of technical
assistance for strengthening manpower and administrative capacity
that is available to LDCs on a multijateral and bilateral basis;

(e) To prepare the global review of the Substantial New Pro-
gramme of Action in 1950

(¥ To study and propose measures for assisting LDCs to promote
the role of the enterprises sector in their economies based on the
recommendations of the UNCTAD Enterprises Symposium;

(g} To give due consideration in the other fields of interest
(resources, trade, commeodities) to the case of the LDCs.



Part Three
ORGANIZATIONAL AND PROCEDURAL MATTERS

A. Opening of the Conference
{Agenda item 1)

1. The seventh session of the United Nations Con-
ference on Trade and Development was held at the
Palais des Nations, Geneva. The session was opened on
Thursday, 9 July 1987, under the temporary presidency
of Mr. Lazar Mojsov, President of the Presidency of
the Socialist Federal Republic of Yugoslavia, and Presi-
dent of the sixth session of the Conference,

B. Election of the President
{(Agenda item 2)

2. At its 201st (opening) meeting, on 9 July 1987,
the Conference elected by acclamation as its President
the Honourable Bernard T. G. Chidzero, Minister of
Finance, Economic Planning and Development of Zim-
babwe, On assuming office, the President of the Con-
ference made a statement (TD/B/L.284).}

C. Report of the Pre-Conference Meeting

3. At its 205th meeting, on 13 July 1987, the Con-
ference took note of an oral report on the Pre-
Conference Meeting of Senior Officials, held at Geneva
from 7 to 13 July 1987, by Mr. Saad Alfarargi (Egypt),
President of the Trade and Development Board, in his
capacity as Chairman and endorsed the proposals of the
Pre-Conference Meeting regarding the work of the
seventh session (TD/336).

D. Election of Vice-Presidents and the Rapporteur
{Agenda item 4)

4, At its 205th meeting, on 13 July 1987, the Con-
ference elected Mr. Andrei Ozadovski (Ukrainian Soviet
Socialist Republic) as its Rapporteur.

5. At the same meeting, the Conference elected the
representatives of the following 29 States as Vice-
Presidents: Argentina, Austria, Bangladesh,
Cameroon, Canada, China, Colombia, Denmark,
Pominican Republic, Egypt, Germany, Federal Republic
of, Hungary, Jamaica, Jordan, Kuwait, Madagascar,
Mexico, Netherlands, Nicaragua, Nigeria, Pakistan,
Philippines, Poland, Senegal, Spain, Union of Soviet
Socialist Republics, United Kingdom of Great Britain
and Northern Ireland, United Republic of Tanzania,
Yugoslavia,

! See volume IL
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E. Adoption of the agenda
(Agenda item 6)

6. At its 201st meeting, on 9 July 1987, the Con-
ference decided, in view of the fact that the Pre-
Conference Meeting of Senior Officials had not yet
completed its work, to waive rule 8 of its rules of pro-
cedure and proceed with the adoption of the provisional
agenda, together with the related understandings, in
TD/327. In this connection the President referred to
Board decision 341 (XXXIII} of 3 October 1986 and to
the report of the Trade and Development Board on the
first part of its thirty-third session,* section III,
paragraphs 4 to 7, which reflected the positions taken at
the Board at the time of the adoption of the provisional
agenda, The Conference adopted the provisional
agenda together with the related understandings on that
same basis.*

F. Credentials of representatives to the Conference
{Agenda item 5)

1. APPOINTMENT OF THE CREDENTIALS COMMITTEE

7. At its 205th meeting, on 13 July 1987, the Con-
ference decided that the Credentials Committee might
be composed of the same nine States as had been
members of the Credentials Committee of the General
Assembly at its forty-first session, namely: Bahamas,
China, Fiji, Ghana, Netherlands, Rwanda, Union of
Soviet Socialist Republics, United States of America,
Venezuela. The Committee would be chaired by
Venezuela, which had chaired the Credentials Commit-
tee of the General Assembly at its forty-first session.

8. At its 210th meeting, on 24 July 1987, the Con-
ference, having noted that Bahamas and Fiji were not
represented at the session, appointed Barbados and
Burma io replace them.

2. REPORT OF THE CREDENTIALS COMMITTEE

9. At the 220th {closing) meeting, on 3 August 1987,
the President drew attention to the report of the Creden-
tials Committee (TD/346).* He annocunced that the
Islamic Republic of Iran wished to be associated with
the letter dated 9 July 1987 addressed to the Secretary-
General of UNCTAD from the delegations of the Arab

* Official Records of the General Assembly, Forty-first Session,
Supplement No. 15 (A/41/13).

* For the agenda as adopted, the related understandings and the
statements of position on the adoption of the provisional agenda, see
annex I below,

* See annex VI below.
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Group (TD/342). In that connection he further drew at-
tention to communications addressed to the Secretary-
General of UNCTAP from the head of the delegation
of the Yemen Arab Republic (TD/349) and the Perma-
nent Representative of Israel (TD/348).

10. The representative of Pakistan associated his
delegation with paragraph 7 of the report of the Creden-
tials Committee for the reasons aiready stated by the
delegation of Pakistan at the forty-first session of the
General Assembly.

11. The representative of Yemen, speaking on
behalf of the Arab Group and as co-ordinator of the
members of the League of Arab States, recalled that for
40 years Arab and other delegations had been con-
sistently expressing reservations concerning the creden-
tials of the Israeli delegation to the United Nations and
other international conferences, and had explained the
basic reasons for those reservations in letters. At the
beginning of the current session, they had sent a letter to
the Secretary-General of UNCTAD expressing reserva-
tions concerning the credentials of the Israeli delegation
to the seventh session of the Conference, explaining the
reasons, The letter had been circulated under the symbol
TD/342.

12. It had been expected that the Credentials Com-
mittee would feel duty-bound to pay a certain amount
of attention to those reservations, particularly since they
were expressed by one seventh of the total number of
delegations to the Conference. However, the Commit-
tee’s report, when recording its discussion of reserva-
tions concerning the credentials of some delegations and
the reservations of some members concerning the reser-
vations expressed by other members, made only a pass-
ing reference, in paragraph 4, to TD/342,

13. Accordingly, he had cabled the Secretary-
General of UNCTAD and the Chairman of the Creden-
tials Committee expressing the great astonishment and
profound indignation of the Arab delegations at the
manner in which their letter had been disregarded. He
had drawn attention to the fact of Israel’s violations of
the Charter of the United Nations, of the principles
of international law, of the rights of the people of
Palestine and of the status of the Holy City of
Jerusalem. The Arab delegations had then contacted the
Chairman of the Credentials Committee, as well as a
number of its members and members of the Conference,
to inform them that they found the text of the Commit-
tee's report totally unacceptable in view of its lack of
objectivity and its disregard of the tenor of the reserva-
tions expressed by the Arab Group in its letter.

14. That was the position of the Arab Group with
regard to the report of the Credentials Committee and
the credentials of the Israeli delegation. It was based on
a desire to ensure the success of the Conference, to the
work of which the Arab Group had made a substantial
contribution. He asked that that reservation be entered
in the record.

15. The representative of the Syrian Arab Republic
pointed out that the end of paragraph 4 of TD/346 read
“The Committee also had before it TD/342", without
any explanation of the content of that document. It did
not mention the names of the Arab delegations that had

seitt the letter to explain their reservations with regard to
the credentials of the Isracli delegation for the reasons
appearing in that communication {TD/342) and the
authors thus avoided mentioning Israel or exposing it to
criticism. Dozens of delegations participating in the
Conference would not recall the content of the docu-
ment if it was referred to simply by its symbol. The
sentence in question should therefore specify the pur-
pose of the letter and should not be vague and anodyne.
He had asked the Chairman and some members of the
Committee what the reasons were for that vagueness,
He had been told that the matier was one of form, that
the letter had been addressed not to the Credentials
Committee but to the Secretary-General of UNCTAD
and that the Committee had learned of it upon its
publication as a Conference document. The reply of the
Arab delegations to those verbal excuses was unam-
biguous; the message was within the competence of the
Committee and, as it had become aware of it, the Com-
mittee had two options—either to mention the letter in
its report, specifying its purpose and stating to whom it
had been addressed, or to omit it entirely if it chose to
ignore it altogether, provided the Committee stated the
forma! reasons why the message was not included in the
report. The procedure actually followed had been am-
biguous and inappropriate, To say that the principle of
consensus should apply in the drafting of the report was
neither valid nor convincing. Any decision that the letter
did not require a value judgement by the party to whom
it was addressed should have been left to the delegations
concerned by the matter. What had happened, however,
was that one of the delegations on the Commitiee had
insisted that there should be no mention either of Israel
or of the Arab delegations which had reservations with
regard to Israel’s credentials. He did not wish to say that
the Chairman was responsible, vet the fact that the
Commitiee had maintained that unsatisfactory text in
paragraph 4, because of threat of a boycott or the
withdrawal of the delegation concerned, had created a
situation about which it was impossible to remain silent.
He had accordingly sent a cable on 27 July to the Chair-
man and the Secretary-General of UNCTAD expressing
astonishment at the text of the report, adding that he
would be taking the matter up at the appropriate time.
On 28 July the Co-ordinator of the Arab Group had
also sent a cable to the Chairman of the Committee.

16. Finally, he observed that what had happened
could create a regrettable precedent in the proceedings
of international conferences, particularly those involv-
ing the countries of the third world, for he had noticed
during the current session that when a group of delega-
tions sought to raise vital issues and delicate maiters,
they were told that they were politicizing the Conference
and that the appropriate forum was elsewhere. When
the same delegations raised economic problems and ex-
pressed concern at the prices of commodities and debt,
they were reminded of the head of the United States
delegation’s advice to those delegations to take advan-
tage of their presence in Geneva to walk by the lake and
leave those matters to others since that was preferable
for all concerned.

17. The representative of Afghanistan said that the
ritual observations of the representatives of China and
the United States with regard to his delegation were
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reflected in paragraphs 7 and 9 of the Committee’s
report. In that connection, and in respect of the ill-
intentioned remarks by the representative of Pakistan,
he emphasised that the delegation of the Democratic
Republic of Afghanistan also reiterated the position of
its Government as set forth during the most recent ses-
sion of the General Assembly,

18. The representative of Indonesia recalled his
delegation’s position with regard to the representation
of Israel as expressed during the forty-first session of
the General Assembly and associated his delegation with
the position of the signatories of TD/342.

19, The representative of Saudi Arabia supported
the statement by the representative of Yemen with
regard to the credentials of Israel. In addition, with
regard to the participation of Afghanistan at the seventh
session of the Conference, he affirmed Saudi Arabia’s
position as recorded in the report of the Credentials
Committee of the General Assembly at its forty-first
session.

20. The representative of Malaysia associaied his
delegation with the statement by the representative of
Yemen with regard to the credentials of Israel.

Action by the Conference

21. At its 220th (closing) meeting, on 3 August
1987, the Conference adopted the report of the Creden-
tials Committee,* together with the resolution contained
therein.,

22, The representative of Israel expressed regret that
the seventh session of the Conference should have been
exploited for unnecessary, unwarranted and unseemly
confrontation under item 5, There was no need to res-
pond further to the slanderous attacks against his
delegation’s credentials beyond what was stated in his
delegation’s letter of 29 July 1987 (TD/348), and that
the more so in the light of the action just taken by the
Conference without objection.

G. Counstitution of sessional bodies
(Agenda item 3)

23. At its 205th meeting, on 13 July 1987, the Con-
ference estabtished four Sessional Committees to con-
sider and report on agenda item 8 as follows:

Committee |
Resources for development, including financial, and related
monetary questions (sub-item 8§ {(4)).
Comimiitee I
Commodities (sub-item 8 (£)).
Cornunittee f1f
International trade (sub-item 8 (ch.
Commiittee IV
Problems of the least developed countries, bearing in mind the
Substantial New Programme of Action for the 1980s for the
Least Developed Countries (sub-item 8 (d)),
The Conference further decided that all other items
would be considered in plenary meeting, It was

* Idern.
¢ For the text, see resolution 168 (VII).

understood that the Sessional Commitices would not
establish sub-committees, that no more than three Ses-
sional Committees would meet in parallel and that they
would be open to participation by all members of the
Conference.

H. Bureau of the Conference

24, In accordance with rule 22 of the rules of pro-
cedure, the Bureau of the Conference consisted of the
following 35 members: the President and the 29 Vice-
Presidents of the Conference, the Chairmen of the
Sessional Committees and the Rapporteur of the
Conference.

25. At its 205th meeting, on 13 July 1987, the Con-
ference decided that the Chairmen of other sessional
bodies and the co-ordinators of regional groups would
be fully associated with the work of the Bureau,

I. Appointment of “‘Friends of the Rapporteur”

26. At its 205th meeting, on 13 July 1987, the Con-
ference agreed that the Rapporteur of the Conference
should be assisted in the preparation of his draft report
by a group of “Friends of the Rapporteur’’, composed
of two members each from the African, Asian and Latin
American Groups, two members each from Group B
and Group D, and one member from China., The
members subsequently designated were: China,
Czechoslovakia, German Democratic Republic, In-
donesia, Jamaica, Malta, Morocco, Sweden, United
Kingdom of Great Britain and Norihern Ireland,
Venezuela, Zambia.

J. Establishment of a High-Level Contact Group
of the President of the Conference

27. At its 213th plenary meeting, on 13 July 1987,
the Conference established a High-Level Contact Group
of the President which, on the basis of past practice,
was composed of nine members from the Group of 77
(three from Africa, three from Asia, three from Latin
America), six members from Group B, three members
from Group D, and China. It was understood that, in
conformity with the usual practice, the Contact Group
would be open-ended.

28. In addition, the Conference agreed that the
seven regional group co-ordinators (Group of 77,
African Group, Asian Group, Latin American Group,
Group B, Group D and China) and the sectoral co-
ordinators would participate in the work of the Contact
Group, Pursuant to paragraph 2 of General Assembly
resolution 417169, all Ministers of member States pres-
ent during the final stage of negotiations would also be
invited to participate fully in the work of the Contact
Group.

K. Membership and attendance

29. The following 141 members of UNCTAD were
represented at the seventh session of the Conference:
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Afghanistan, Albania, Algeria, Angola, Argentina,
Auwstralia, Austria, Bahrain, Bangladesh, Barbados,
Belgium, Benin, Bhutan, Bolivia, Botswana, Brazil,
Brunei Darussalam, Bulgaria, Burkina Faso, Burma,
Burundi, Byelorussian Soviet Socialist Republic,
Cameroon, Canada, Cape Verde, Chile, China, Colom-
bia, Comoros, Congo, Costa Rica, Codie d’Ivoire,
Cuba, Cyprus, Czechoslovakia, Democratic Kam-
puchea, Democratic People’s Republic of Korea,
Democratic Yemen, Denmark, Djibouti, Dominican
Republic, Ecuador, Egypt, El Salvador, Ethiopia,
Finland, France, Gabon, Gambia, German Democratic
Republic, Germany, Federal Republic of, Ghana,
Greece, Guatemala, Guinea, Haiti, Holy See, Hon-
duras, Hungary, India, Indonesia, Iran (Islamic
Republic of), Iraq, Ireland, Israel, Italy, Jamaica,
Japan, Jordan, Kenya, Kuwait, Lao People’s
Democratic Republic, Lebanon, Lesotho, Liberia,
Libyan Arab Jamahiriya, Liechtensiein, Luxembourg,
Madagascar, Malaysia, Maldives, Malta, Mauritania,
Mauritius, Mexico, Mongolia, Morocco, Mozambique,
Namibia, Nepal, Netherlands, New Zealand,
Nicaragua, Niger, Nigeria, Norway, Oman, Pakistan,
Panama, Papua New Guinea, Paraguay, Peru, Philip-
pines, Poland, Portugal, Qatar, Republic of Korea,
Romania, Rwanda, Sac Tome and Principe, Saudi
Arabia, Senegal, Singapore, Somalia, Spain, Sri Lanka,
Sudan, Swaziland, Sweden, Switzerland, Syrian Arab
Republic, Thailand, Togo, Trinidad and Tobago,
Tunisia, Turkey, Uganda, Ukrainian Soviet Socialist
Republic, Union of Soviet Socialist Republics, United
Arab Emirates, United Kingdom of Great Britain and
Northern Ireland, United Republic of Tanzania, United
States of America, Uruguay, Venezuela, Viet Nam,
Yemen, Yugoslavia, Zaire, Zambia, Zimbabwe.

30. The Office of the Director-General for Develop-
ment and International Economic Co-operation and the
Department of International Economic and Social Af-
fairs were represented.

31. The Economic Commission for Europe, the
Economic and Social Commission for Asia and the
Pacific, the Economic Commission for Latin America
and the Caribbean, the Economic Commission for
Africa, the Economic and Social Commission for
Western Asia, the Office of the United Nations High
Commissioner for - Refugees, the United Nations
Children’s Fund, the United Nations Development Pro-
gramme, the United Nations Environment Programme,
the United Nations Institute for Training and Research,
the United Nations Fund for Population Activities,
the United Nations University-—World Institute for
Development Economics Research and the World Food
Council were represented. The International Trade
Cenire UNCTAD/GATT was also represented.

32. The following specialized agencies were
represented: International Labour Organisation, Food
and Agriculture Organization of the United Nations,
United Nations Educational, Scientific and Cultural
Organization, World Health Organization, World
Bank, International Monetary Fund, International
Telecommunications Union, World Intellectual Prop-
erty Organization, International Fund for Agricultural
Development, and United Nations Industrial Develop-

ment Organization. The Internaticnal Atomic Energy
Agency and the General Agreement on Tariffs and
Trade were also represented.

33. The following intergovernmental bodies were
represented: African, Caribbean and Pacific Group of
States, African Development Bank, Arab Federation of
Shipping, Arab Monetary Fund, Asian-African Legal
Consultative Committee, Association of Iron Ore Ex-
porting Countries, Caribbean Community, Com-
monwealth Secretariat, Council for Mutual Economic
Asgsistance, Economic Community of West African
States, Economic Co-operation Organization, Euro-
pean Economic Community, European Free Trade
Association, Inter-American Development Bank, In-
tergovernmental Committee for Migration, Interna-
tional Center for Public Enterprises in Developing
Countries, International Cocoa Organization, Interna-
tional Jute Organization, International Natural Rubber
Organization, International Sugar Qrganization, Inter-
national Textiles and Clothing Bureau, International
Tropical Timber Organization, International Wheat
Council, Islamic Development Bank, Latin American
Economic System, League of Arab States, OPEC Fund
for International Development, Organisation for
Economic Co-operation and Development, Organiza-
tion of African Unity, Organization of the Islamic Con-
ference, Organization of the Petroleum Exporting
Couniries, Permanent Secretariat of the General Treaty
on Ceniral American Economic Integration.

34. The following non-governmental organizations
in the general category were represented: Afro-Asian
Peoples’ Solidarity Organization, Europe-Third World
Center, Commission of the Churches on International
Affairs of the World Council of Churches, Friends
World Committee for Consultation (Quakers), Interna-
tional Alliance of Women, International Association of
Agricultural Economists, International Association of
State Trading Organizations of Developing Countries,
International Bar Association, International Chamber
of Commerce, International Christian Union of
Business Executives, International Coalition for
Development Action, International Confederation of
Free Trade Unions, International Co-operation for
Development and Solidarity, Internmational Co-
operative Alliance, International Council of Voluntary
Agencies, International Council of Women, Interna-
tional Foundation for Development Alternatives, Inter-
Parliamentary Union, Lutheran World Federation,
Society for International Development, United Towns
Organization, Women’s International League for Peace
and Freedom, World Assembly of Small and Medium
Enterprises, World Association of Former United Na-
tions Internes and Fellows, Inc., World Confederation
of Labour, World Federation of Trade Unions, World
Peace Council and World Veterans Federation; and in
the special category: International Air Transport
Association, International Association of Islamic
Banks, International Ocean Institute, and Internationat
Organization of Consumers Unions.

35. The Palestine Liberation Organization was
represented pursuant to General Assembly resolution
3237 (XXIX) of 22 November 1974.

36. The African National Congress of South Africa
and the Pan Africanist Congress of Azania were
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represented pursuant to General Assembly resolution
3280 (XXIX) of 10 December 1974,

37. The South West Africa People’s Organization
was represented pursuant to General Assembly resolu-
tion 31/152 of 20 December 1976.

L. ©Other business
(Agenda item 9)

1. PERIODIC REVIEW BY THE CONFERENCE OF THE
LISTS OF STATES CONTAINED IN THE ANNEX TO (GENERAL
ASSEMBLY RESOLUTION 1995 (XIXYy

38. At its 201st meeting, on 9 July 1987, the Con-
ference, in conformity with paragraph 6 of General
Assembly resolution 1995 (XIX), reviewed the list of
States contained in the annex to that resolution, as
amended. The Conference approved the inclusion, in
the appropriate lists, of the following States which had
become members of UNCTAD since the sixth session of
the Conference:

List A: Brunei Darussalam;

List C: Saint Kitts and Nevis.

2. DESIGNATION OF INTERGOVERNMENTAL BODIES FOR THE
PURPOSES OF RULE 80 OF THE RULES OF PROCEDURE OF
THE CONFERENCE®

39. At its 201st meeting, on 9 July 1987, the Con-
ference decided that the International Tropical Timber
Organization (ITTO), and the International Textiles
and Clothing Bureau (ITCB), which had applied for
designation under rule 80 of the rules of procedure of
the Conference, should be so designated. Information
on these organizations is contained in TD/L.273 and
TD/L.274, respectively.

3. REVIEW OF THE CALENDAR OF MEETINGS?
{Agenda item 9 (d))

40. At its 220th {closing) meeting, on 3 August
1987, the Conference adopted the calendar of meetings
for the remainder of 1987 (TD/INF.24 and Corr.1).

4. FINANCIAL IMPLICATIONS OF THE ACTIONS
OF THE CONFERENCE

(Agenda item 9 (e))

41. At its 220th (closing) meeting, on 3 August
1987, the Conference took note of a statement by the

* See part one above, section A4, ““Decisions’”: (g).
s Ibid., (B).
* Ibid., (c).

Secretary-General of UNCTAD that the various actions
taken by the Conference, including the adoption of the
Final Act under item 8, contained programme indica-
tions for the work of the UNCTAD secretariat. These
indications would be taken fully inte account by the
Secretary-General of UNCTAD in drawing up in finat
form, immediately after the Conference, the UNCTAD
submission for the 1988-1989 programme budget. It
would be the task of the Working Party on the Medium-
term Plan and the Programme Budget and of the Trade
and Development Board in discussing this submission to
assess the way in which the indications given by the
Conference had been translated by the Secretary-
General into the programme terms and to review their
implications for UNCTAD’s work programme in fofo,

5. REPORT oF THE TRADE AND DEVELOPMENT BOARD
(Agenda item 9 (b))

42. At its 220th (closing) meeting, on 3 August
1987, the Conference took note of the report of the
Trade and Development Board, which consisted of the
reports of the Board on its twenty-seventh session,
twenty-eighth sesston, thirteenth special session, twenty-
ninth session, the first and second parts of its thirtieth
session, its fourteenth special session, its thirty-first ses-
sion, the first and second parts of its thirty-second ses-
sion, the first and second parts of its thirty-third session
and its fifteenth special session. The reporis were
brought to the attention of the Conference in a note by
the secretariat (TD/332).

M. Adoption of the report of the Conference
to the General Assembly

(Agenda item 10)

43. At its 220th (closing) meeting, on 3 August
1987, the Conference adopted the draft report on its
seventh session (TD/L.300), and authorized the Rap-
porteur to complete it as appropriate and to introduce
editorial adjustments and corrections, as necessary, in
consultation with those concerned.

N. Closure of the seventh session of the Conference

44, Afiter statements by the spokesmen for the
regional groups, the representatives of Colombia and
China, the Secretary-General of UNCTAD and the
President,'® at the 220th meeting, on 3 August 1987, the
President declared the seventh session closed.

% Bee volume .



-

N

Annex |

AGENDA FOR THE SEVENTH SESSION OF THE UNITED NATIONS
CONFERENCE ON TRADE AND DEVELOPMENT

as adopted by the Conference at its 201st plenary meeting, on 9 July 1987

Opening of the Conference.

Election of the President.

Constitution of sessional bodies.

Election of Vice-Presidents and the Rapporteur.
Credentials of representatives to the Conference:
(@) Appointment of the Credentials Committee;
{b) Report of the Credentials Commtittee.

Adoption of the agenda.
General debate.
Revitalizing development, growth and international trade, in a more predictable and supportive environment,

through multilateral co-operation: assessment of relevant economic trends and of global structural change, and

appropriate formulation of policies and measures, addressing key issues in the following interrelated areas;

(@) Ressources for development, including financial, and related monetary questions;

{») Commodities;

() International trade;

{d) Problems of the least developed countries, bearing in mind the Substantial New Programme of Action for
the 1980s for the Least Developed Countries.

Other business.

Adoption of the report of the Conference to the General Assembly.

Understandings

1. Inthe assessent of relevani economic trends, due attention should be paid to the role
of the private sector in development,

I1. The formulation refating to ‘‘a more predictable and supportive environment®’ is
intended to subsume the interest expressed in referring to the need for security, de-
pendability and confidence-building in the world economic environment, as well as
for equity and justice in international economic relations,

II1. Monetary questions will be considered in the context of the mandate of UNCTAD
and without prejudice to the competence of the International Monetary Fund and
other international financial institutions.

IV. Sub-item & (0)—‘‘international trade’’—includes issues arising in trade relations
among countries having different economic and soctal systems.

Positions taken on the adoption of the provisional agenda for the Conference during the thirty-third session of
the Trade and Development Board as recorded in the report of the Board to the General Assembly on the
first part of its thirly-third session?

4. At its 702nd meeting, on 3 October 1986, the Board, acting on a proposal of the President, adopted
draft decision TD/B/L.8LS (see decision 341 (XXXIIE). The President directed that the position of the United

States delegation . . . be duly recorded in the report of the Board. Draft decision TD/B/L.812 was withdrawn by
its sponsors.

2 Official Records of the General Assembly, Forty-first Session, Supplerent No. 15 (A/41/15), section 111.A.
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5. The representative of the United States of America said thag after long and careful review by the United
States authorities, his delegation had found it necessary to calt for a vote on TD/B/L.815 and to cast a no vote.

6. The United States had participated in a long and hard effort to develop an agenda that would have held
out the expectation that the seventh session of the Conference would seriously tackle the problets of
development—an agenda that would have reflected the realities of today’s world. His Government was of the
view that the document before the Board failed to do this.

7. He wished there to be no mistake concerning the United States action at the current meeting. It was
meant to convey its disagreement over the document before the Board. 1t in no way indicated an abandonment
of United States efforts to work with UNCTAD and its members to change positively the course that the
organization had followed for the past 20 years. The United States would continue to seek positive change, It
would continue to work closely with the secretariat and other delegations (o see to it that UNCTAD was not
buried under the avalanche of economic change overtaking the contemporary world. 1t would continue 1o work
for an UNCTAD that was current, credible and conscientious.
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4 Speaking as representative of the Head of State of the Republic of Cuba, to present the resuits of the Sixth Ministerial

Meeting of the Group of 77,

b Speaking also on behalf of the European Economic Community and its member States.
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ADDRESSES DELIVERED AT THE INAUGURAL CEREMONY
ON 9 JULY 1987

A. Statement by My, Javier Pérez de Cuéllar,
Secretary-General of the United Nations*

It is a very great pleasure for me to address you on the
occasion of this seventh session of the United Nations
Conference on Trade and Development. It is particu-
larly satisfying that the session should be presided over
by an eminent African personality, Mr. Bernard
Chidzero, who is well known to the whole international
community for his contribution to the work of the Con-
ference and, more generally, to the cause of interna-
tional economic co-operation. I am convinced that we
shall all derive great benefit from the wisdom of his
counsels and from his authority.

The first session of the United Nations Conference on
Trade and Development was held at Geneva in 1964.
The fact that we are meeting here again reminds us of
the immense hopes and high aspirations of the founders
of UNCTAD as well as of the importance of its
achievements and its capacity to do even greater work.
In this connection, I wish to pay a tribute to two former
Secretaries-General of the Conference, Raul Prebisch
and Manuel Pérez Guerrero, both of whom have passed
away since the sixth session. Their contribution to the
work of the Conference and to the overall process of in-
ternational co-operation for development is a precious
legacy which will continue to guide our efforts to pro-
vide a more favourable framework for development.
The work which they had begun has, fortunately, been
continued by personalities as competent as Mr. Garmani
Corea, who is with us for this session of the Conference,
and Mr. Kenneth Dadzie, the present Secretary-
General.,

Let me also once again welcome the presence here of
Mr. Pierre Aubert, President of the Swiss Confedera-
tion, whom I must thank, together with the Swiss people
for the courteous and efficient hospitality that they ¢on-
tinue to offer the United Nations family,

The sixth session of the United Nations Conference
on Trade and Development took place in very different
circumstances. The world economy was barely recover-
ing from a serious recession; the extent of the debt
problem and of other imbalances in the world economy
was becoming more clearly evident; the events of the
1970s and the early 1980s had shaken the confidence of
Governments in the machinery of international co-
operation to solve the economic problems; and more

* Initially circulated as TD/L,290.
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and more Governments were seeking bilateral and case-
by-case solutions to external economic problems.

The work of the sixth session of the Conference and
its results had been essentially marked by awareness of
the need, for all countries, to concentrate their efforts
on strengthening the recovery of the world economy and
premoting an accelerated development of the develop-
ing countries. It had, moreover, been accepted that ad-
justment programmes would achieve their ends more
readily if they were supported by a stronger world
economy. Nevertheless, these concerted efforts have not
vet been successful. In the major market-economy
countries, inflation has been curbed and the nominal
rates of interest have fallen, results which are far from
being negligible. However, serious imbalances have ap-
peared in the economic relations of the industrialized
countries, creating uncertainty with regard to exchange
rates, interest rates and the prices of the main com-
modities.

Protectionist pressures have increased, the result be-
ing a distinct slow-down of investment and growth, In
fact, this year, forecasts of growth rates have been
regularly revised downwards. In short, the world
economy has not experienced the sustained growth
which would make it possible satisfactorily and rapidly
to resolve the serious economic and social problems
which we have to face.

Recently, under the combined effect of weak world
growth and the persistence of uncertainties, the support
needed for the accelerated development of the develop-
ing countries hias not materialized to any significant ex-
tent. Many countries, particularly in Latin America and
Africa, which are making painful adjustment efforts,
have been severely affected thereby. In the case of a
large number of these countries, their per capita income
is still decreasing. The fall in commodity prices, the
stagnation of official development assistance and the
ever-increasing debt-servicing burden have, in recent
vears, nullified the efforts made by many developing
countries to produce a surplus of national income for
investment and growth. The fall in oil prices has also hit
many developing countries hard. In 1986, the economic
results of some large developing countries, particularly
in Asia, continued to improve. This improvement has
not, however, been sufficiently widespread and, in the
light of the current economic situation, is unfikely to
continue.
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In such an unfavourable international situation, the
social consequences of adjustment efforts give rise to
grave concern, since it is the vulnerable groups who pay
the heaviest price as has been amply demonstrated, with
documeniary support, by various United Nations
badies. There are far too many developing countries in
which social progress has slowed down, if not receded.
This has not only had the effect of heightening political
tension in the immediate future: the long-term develop-
ment prospects are themselves endangered, albeit in a
less obvious way.

It cannot be said, however, that there are no energetic
forces capable of revitalizing the international
economy. What is needed is for a number of countries
to take more systematic steps and combine their efforts
to stimulate and direct these forces.

Couniries have adopted some positive measures in a
number of critical areas. In particular, the need for co-
operation to resolve international economic difficulties
is better understood. More specifically, the industrial-
ized countries have reaffirmed their intent to co-
ordinate their macro-economic policies, most recently at
the Venice Economic Summit. With regard to
multilateral trade negotiations, those which have just
begun in Uruguay make it possible to hope for a
liberalization of international trade and a reversal of the
protectionist trends which have a particular impact on
the developing countries. As for the acute debt problem
of the developing countries, it is agreed that adjustment
must be accompanied by growth and some specific pro-
grammes have been prepared to that end. The Paris
Club and other forums have made it possible to
reschedule debt on a longer-term basis. The General
Assembly has adopted the United Nations Programme
of Action for African Economic Recovery and Develop-
ment 1986-1990,= which embodies the commitments
entered into by both the African countries and the inter-
national community.

These are facts which cannot but be welcomed and
which open the way to new joint initiatives with a view
to strengthening international economic co-operation.
They are still, however, inadequate. The commitments
entered into must be respected. The strategies adopted
must be applied. The preparation of joint strategies and
decisions must be followed by practical measures. It is
thus essential to act very quickly and vigorously to pre-
vent the world economy from being sucked into a
nosedive whose effects would be detrimental to all coun-
tries. Accelerated development of the developing coun-
tries could make an essential contribution to the heaith
of the world economy. I am convinced that the seventh
session of the Conference offers a noteworthy oppor-
tunity to change the course of events by joint efforts in
the search for more effective ways of reactivating world
growth and development.

These joint efforts are, in fact, in keeping with the ex-

ceptional mission of UNCTAD which is to promote.

dialogue on the global scale and promote concerted in-
itiatives to overcome the difficulties which are affecting
the world economy and influencing the development

a General Assembly resclution $-13/2 of 1 June 1986,

process. It is important therefore, as evidenced by the
very agenda of this seventh session, that these joint
efforts should concentrate on certain key sectors and
certain critical problems.

Since its establishment, UNCTAD has had the basic
task of settling commodity questions. Almost all recent
statements, whether emanating from industrialized
countries or developing couniries, have unequivocally
recognized the seriousness of the present situation, at-
tributable to the constant weakness of the prices of these
products. For instance, the losses suffered by the
developing countries in 1986 because of the deteriora-
tion in the terms of trade had been estimated at about
$100 billion.

The situation in this area is a complex one and reflects
the peculiar features of each commaodity as well as those
of the producer countries. Nevertheless, there is general
agreement that, in the long term, the developing coun-
tries must diversify their productive structures and that
that will require additional financial support. It is also
essential that progress be made as regards the treatment,
processing and marketing of foodstuffs and com-
modities. This will be a slow evolution, however,
because it forms part of the very process of develop-
ment. [n the immediate future, it is imperative that steps
be taken to improve the operation of the markets and to
stabilize earnings, The same applies to the opening of
the developed countries’ markets to manufactures and
semi-manufactures.

As for trade, the coming vears will be focused on the
Uruguay Round of negotiations. The protectionist
danger has not disappeared and, in many cases, has
even become worse. To a considerable extent, interna-
tional trade is taking place today outside the framework
of the rules adopted at the international level.

Your deliberations can help to create rapidly a spirit
of consensus that will be useful to the trade negotia-
tions, with due regard for the need to secure as quickly
as possible advantages for the developing countries in
the areas of special importance to them. UNCTAD has
a specific role to play as an international forum in which
the problems of the international trading system as a
whole are discussed. It is important not to forget the
particular problems of the developing countries when
discussing services, the transfer of technology and trade
in agricultural products, The commitments recently
entered into regarding standstill and roll-back must be
respected and their application must be monitored.

The seventh session of the Conference also provides
an opportunity for considering measures to strengthen
the potential for trade between the developing countries
and the socialist countries of Eastern Europe. It is essen-
ttal that all groups of countries should work together to
strengthen economic relations between countries having
different systems.

The question of resources for development is also to
be found among the principal items of the agenda for
the seventh session. Financial flows have halted, in
some cases they have even been reversed. In conjunction
with the worsening of the debt burden, this has given
rise in some cases to net transfers of resources from the
developing to the developed countries. It is important
that this movement should be reversed.
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The total amount of the debt is now the chief obstacle
to the revitalization of the development of the heavily
indebted countries and this is particularly true in the
case of those whose economies depend on commedity
exports. A number of factors are emerging which, I am
convinced, could together supply ways and means of
alleviating the debt burden. One positive factor of note
is the increased awareness of the shared responsibility of
the private and public sectors. Moreover, steps are being
taken to replenish the resources of the multilateral
finance institutions.

Some countries are showing a growing interest in
recycling a portion of their surpluses towards the
developing countries. The provisions adopted by the
Paris Club with a view to rescheduling public debt on
more favourable conditions are equally welcome,

All of these are positive elements, but they are still in-
adequate either to lighten the debt burden or to promote
the establishment of new external flows to remedy the
serious difficulties of the countries concerned. In the
absence of any far-reaching new efforts to make pro-
gress on this front, there is a real danger that the
desperate adjustment efforts that have been undertaken
in the recent past may fail to achieve their objective,
which is to reactivate the development of the countries
concerned, and this would give rise to serious risks of
frustrations at the social and political levels,

A crucial point is that of channelling increased finan-
cial resources to the heavily indebted countries, It would
be particularly useful if the resources of the World Bank
and of the regional development institutions were in-
creased. Such measures would encourage the recycling
of the surpluses of the major industrialized countries,

At this siage, it would be altogether well-advised 1o
provide additional assistance to the low income coun-
tries. If their development efforts are to be streng-
thened, they must be able to increase their imports. |
welcome the reference in the Venice Summit com-
muniqué to the target set for the level of official
development assistance. Other financial flows, in-
cluding trade and multilateral flows, are also of crucial
importance.

This point is particularly important for the least
developed countries, within the context of the Substan-
tial New Programme of Action for the 1980s for the
Least Developed Countries. Their economic situation
has deteriorated. Corrective measures, particularly of a
financial nature, are needed now. The target set for the
level of official development assistance to those coun-
tries and the other measures decided upon in the
Substantial New Programme of Action must be put into
practical effect as a matter of great urgency. I welcome,
therefore, the recent decision to replenish the resources
of the International Development Association. This
decision must now be put into effect as quickly as poss-
ible.

In view of my responsibilities for the implementation
of the United Nations Programme of Action for
African Economic Recovery and Development
1986-1990, 1 have asked a group of experts to give me
advice on the problem of the flow of the resources to
Africa and on the debt problem. Governments and
multilateral institutions have an important part to play

in solving this problem. I am still concerned about the
implementation of the Programme because, to date, the
international community had not provided the desired
support, particularly financial support, for the struc-
tural adjustment efforts of the African countries. This
concern has not been dispelled by the International
Conference on Africa: the challenge of economic
recovery and accelerated development, which was held
at Abuja, Nigeria, in June.

Our programme of action would not be complete if
we remained silent concerning the policies of the
developing countries themselves. There is a growing
awareness of the contribution that they can make to
strengthening their own growth and their own develop-
ment. They must increase their savings, invest in proj-
ects with a high rate of vield, achieve greater economic
viability in the public sector, encourage effective
mobilization of their matertal and human resources, be
competitive at the international level and co-operate
with one another, as they have already done in the past.
Continuation of efforts in that direction should create
the conditions needed for the return of capital to the
developing countries. The untapped energies of their
populations, whose standard of education and informa-
tion is constantly growing, are still their greatest source
of hope and of economic poteniial, Governments
should intervene more energetically to encourage the
maximum deployment of the dynamism, spirit of enter-
prise and initiative of their peoples. The United Na-
tions system of technical co-operation must give its full
support to such efforts.

In short, it is not enough to seek adjusiment without
guaranteeing growth. On the other hand, it is difficult
to conceive of growth without appropriate adjustment.
Such is the factual situation which must underpin the
discussions at this session.

These questions are of great complexity, There will,
perhaps, be a consensus on the nature of the major
problems to be solved, but it will be difficult to reconcile
all the interests at stake within the framework of joint
action. This being said, even if such a consensus cannot
be achieved in the immediate future, a timetable should
be set for examining the problems that have still to be
solved. Goodwill and compromise are the very essence
of all co-operation. Time is not on our side, We must
seize every opportunity that offers itself to0 make head-
way.

The central theme of this session—*‘revitalizing
development, growth and international trade’’—covers
an important political stake. Several recent
phenomena—such as the disappearance of ceriain jobs
in the industrialized couniries as a resuli of the redue-
tion in imports from the developing countries, to cite
but one example—have clearly demonstrated that the
solution to the serious social and economic problems of
our era must go beyond the framework of national fron-
tiers. The Brundtland Commissiont recently recalled
this fact in the course of its search for a pragmatic
model for durable growth and development.

b World Commission on Environment and Development, under the
chairmanship of Gro Harlem Brundtland {Norway). For the report of
the Commission, see Qur Common Fulure (Oxford, Oxford Univer-
sity Press, 1987},
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As I have already said, T am encouraged by the fact
that perceptions are evolving and that the usefulness of
international co-operation for a wider and wider range
of human problems is being recognized.

Political power is becoming more diffuse throughout
the world but the governing forces still have a crucial
role to play. A greater degree of collective decision-
making will be needed in view of the increasing in-
terdependence of countries and of economic activities.

Steps will have to be taken that are commensurate
with the extent of the problems to be solved and that at-
tempt to respond to the needs of all countries, 1 have
given some specific examples. In their efforts to speed
up their own growth, the industrialized countries should
make full use of the positive contribution that can be
made by a new upturn in the developing couniries. If
one side wishes to speed up its growth, it must as a
counterpart speed up the development of the other. If it
is important that the industrialized countries should cor-
rect their own imbalances, it is just as important that

they should simultaneously endeavour to support the ef-
forts of the developing countries. The global dimensions
of the debt problem should be better recognized, with
the due regard also for the international financial and
comuimercial context, even if a separate solution is sought
for each country.

I am confident that this seventh session will mark a
decisive turning-point in the attitudes, priorities and ac-
tions of the international community. UNCTAD was
established to encourage growth and equity in trade and
development and is universal in its representativeness.
In addition, it supplies an opportunity for some hard
and authoritative thinking which should make an objec-
tive contribution to one of the most important dialogues
of our era. UNCTAD has done some lasting work—as
has United Nations as a whole—whenever the political
will existed. We are here in Geneva to act. To come up
to the expectations of the founders of UNCTAD, I trust
that we shall be able to agree on fundamental measures
calculated to revitalize trade and development and
create a more reliable economic environment for all.

B. Welcoming address by Mr. Pierre Aubert, Federal Councillor,
President of the Swiss Confederation*

Satisfaction, gravity and confidence. It is in this spirit
that I welcome today, on behalf of the Swiss Federal
Council, and the Canton and Commune of Geneva,
participants in the seventh session of the United Nations
Conference on Trade and Development.

Satisfaction, first of all, at being able to welcome
you, We have long known that a welcoming environ-
ment contributes to the success of the work of a major
international conference. Switzerland, and Geneva in
particular, will do everything in their power to ensure
that you are able to enjoy such an environment.

Satisfaction, too, at being able to demonstrate once
again the importance attached by Switzerland to
multilateral co-operation, its readiness to host organiza-
tions and conferences which are the embodiment of
such co-operation and its desire to maintain close links
with the United Nations. Those elements, and 1 wish to
emphasize this, are fundamental to Swiss foreign policy,
conducted as it is in accordance with the principles
guiding its relations with the United Nations,

Multilateral co-operation, regardless of the dif-
ficulties which it may encounter, is today an in-
dissociable and essential part of the international
political scene, serving the interests of States and in-
dividuals. For this reason, I wish to pay a tribute here to
the outstanding services rendered by the Secretary-
General of the United Nations to multilateral co-
operation. Switzerland, for its part, will endeavour to
continue to contribute within the limits of its resources
to the strengthening and further intensification of such
co-operation.

Development and the economic dimension of interna-
tional relations have become an essential component of

* Initiafly circulated as TD/L.292.

the work of the United Nations. UNCTAD plays an im-
portant role in this respect, a role which is of particular
importance now when—let us not deceive ourselves, in-
deed you have already raised the point, Mr. Secretary-
General—the developing countries find themselves in a
very difficult situation.

This is why I also welcome you with gravity. Admit-
tedly, since the creation of UNCTAD in 1964, in-
disputable progress has been made in such fundamental
arcas as health and education, industrialization,
agriculture and participation in international trade.

Yet that progress has not benefited all countries or all
strata of their populations to the same extent; far from
it. In addition, progress is hampered by the serious
obstacles of very high population growth, the urban ex-
plosion and damage to the environment.

Added to this are the radical charges in the world
economy, stemming from the upheavals brought about
by technological progress, changes in the demand for oi!
and raw materials, and the emergence of new influential
forces in international economic relations.

It should also be borne in mind:

The revival of economic growth in recent years has con-
tributed less to the developing countries as a whole
than to the industrialized countries;

The welcome drop in inflation has been accompanied by
a noticeable rise in real interest rates;

The debt burden has grown heavier;

Access to foreign markets has become more difficult;

Too many countries, developed and developing alike,
have responded to these challenges with policies
which are economically inadequate.

The reasons for opening this Conference with ““grav-
ity”’ are therefore clear.
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The Secretary-General of UNCTAD recently noted
that our objective must be to reconcile economic effi-
ciency with social justice. I think that formula sums up
aptly what the targets of our co-operation should be,
not only at this Conference, but also over the coming
years, namely, poverty, hunger, .destitution, the ex-
cessive debt burden and inadequate access to foreign
markets, all of which threaten to widen the gap between
rich and poor to an intolerable extent. How can one fail
to feel deep concern at the idea of a world increasingly
divided between the deprived and the privileged and the
grave consequences which could ensue?

Nevertheless, I am also moved by a feeling of con-
fidence, based on the numerous examples in recent years
of the determination of many developing countries to
address the underlying causes of their economic prob-
lems. It is based on the resoluteness with which a
number of Governments have rectified their economic
policies and the support provided by the international
community, It also stems from our determination to en-
sure the success of the new multilateral trade negotia-
tions, which are decisive for the future of international
trade. Finally, it is based on the conviction that the in-

dustrialized countries will become increasingly aware of
the need to substantially increase their support for the
efforts of the developing countries. In short, I owe this
confidence to the tangible evidence of our common will
to assume our collective responsibilities,

Community of interests, community of action: These
represent the thread of Ariadne which will, I hope,
guide you in your work. UNCTAD has, on other occa-
sions, been able to find a meeting point for the interests
of all member States. This has led to solutions which
have benefited the international community as a whole,
noet the least being the decision to erase the debt of the
poorest countries to the developed countries,

The present situation demands more than ever that we
should continue together the search for realistic and
equitable solutions. I therefore make an appeal: that all
the inteltigence, energy, imagination and, I hope, sym-
pathy and understanding for the most deprived which
you will deploy over the next few weeks will serve to
bring the points of view of our countries closer together.
May your deliberations help to place co-operation
among all countries firmly on the path to understanding
and solidarity, which is the mission of UNCTAD.,

C. Address by Mr. Lazar Mojsov, President of the Presidency of
the Socialist Federal Republic of Yugosiavia*

It is a great honour for me, on behalf of the Socialist
Federal Republic of Yugoslavia, the host country of the
sixth session of the Conference in Belgrade, to address
this inaugural ceremony of the seventh session of the
United Nations Conference on Trade and Development.

I should like to greet all the eminenti guests and
delegates present here, and at the same time to express
our common wish for the successful work and positive
outcome of the seventh session.

In view of the significance of this Conference and the
negotiating process which is being initiated today, it is
only natural that we should be imbued not only with a
feeling of responsibility and concern, but also with the
hope that the creative quest for a way out of the
numerous economic difficulties currently confronting
the whole world will bear fresh fruit and open up new
prospects.

In the next three weeks the Conference will have a
complex and responsible task to perform. In this pro-
cess, the world will in a sense once again be taking a test
of collective conscience, political wisdom and maturity
in facing up to its own realities.

The issues which will be deliberated on in the next
three weeks in the Palais des Nations have to do with the
progress, vital prospects, welfare, and often even the
bare survival of millions of people—not only those who
are grappling with the difficulties of our day, but future
generations as well. I am convinced, however, that a
feeling of confidence and a common political will 1o
ensure the successful work and outcome of the seventh

* Initially circulaied as TD/L.286.

session will prevail at this Conference. The stakes are
immense,

This beautiful and hospitable city in which we are
meeting today has been the venue of many important in-
ternational gatherings. For understandable reasons, one
of them holds this very day a spectal place in our
memory. The firsi United Nations Conference on Trade
and Development was held in Geneva nearly a quarter
of century ago. That gathering, which was convened on
the initiative of the developing countries afier the Con-
ferences in Belgrade and Cairo, was without doubt a
milestone in the whole history of contemporary interna-
tional economic relations. That event gave the young
generation of that time reason to believe in the power of
solidarity; it awakened new hopes in the accessibility of
peace and prosperity for peoples on all the continents,
and triggered off a wide range of scientific and
negotiating initiatives, aimed at accelerated economic
development and the establishment of a more equitable
international economic order. The conviction prevailed
at that fime that mankind was ready to take a firm hold
of its destiny, that peace and prosperity were not only
for the select few and that history does not have to be an
unforeseeable and endless series of ups and downs, wars
and armistices, despair and fragile hopes. Was all that
no more than wishful thinking?

World circumstances have been changing during the
quarter of a century that has elapsed since that historic
first Conference, but many key probiems remain un-
solved, while others have even deteriorated further.
Many of them have been addressed by UNCTAD,
which has become a centre and catalyst of new
economic thought, and in spite of ceriain
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breakthroughs, many hopes and expectations have been
betrayed. We proceeded from the belief that everyone is
entitled to the right to development and to peace, while
today we are faced with wars and interventions, with
poverty and with a growing gap between the rich and the
poor. International relations have rarely been as com-
plex as they are today, characterized by processes
reflecting profound contradictions, differences and
divisions in the world.

Mutltilateral economic negotiations within the United
Nations system, in which UNCTAD has assumed a cen-
tral place, have produced initiatives, elaborations and
the adoption of not only general principles, but also
specific instruments of international economic co-
operation, the adoption and signing of codes, conven-
tions, programmes, as well as a series of operative de-
cisions. In addition, UNCTAD was the framework
within which many prominent world statesmen and
economists have launched new, reasonable and logical
ideas and concepts, emanating from a new, different,
democratic political consciousness. During the 1960s
and 1970s the international community did indeed take
a big step forward in paving the way to the future.

What do the results of world economic development
in this ninth decade testify to? The developing countries
have once again become the net suppliers of resources to
the developed world. The world economy is increasingly
exposed to the disruptions caused by ad hoc short-range
measures, with devastating effects on the economies of
the developing world. But not only the developing
world. I am afraid that if a new awareness of mutuality
and interdependence is not created, the highly
developed world will also soon be confronted with new
critical challenges.

The world economy and international economic rela-
tions in general are once more in the throes of a crisis.
The standstill in the development of the developing
countries has been the longest since the Second World
War.

It is beyond comprehension that this should be hap-
pening at a time when the economies of the developed
countries are experiencing major technological ad-
vances, a new industrial revolution with structural
changes which signify the beginning of a post-industrial
era. On one side of the globe there is an abundance
of means, knowledge, possibilities, development
resources, creative potentials, and on the other
frustrated opportuniites, stagnation, the inability to
stimulate one’s own creative forces. The communica-
tion and technical revolution is coinciding with the loss
of an integral concept of the paths of progress for the
whole of mankind. Where is it heading, towards which
new divisions and conflicts, on the threshold of the
twenty-first century? There are no firm bridges between
the North and the South across the ever wider economic
gap between them.

The awareness voiced recently by the developing
countries in the Havana Declaration that the 1980s are a
decade lost for development is alarming. Numerous and
undeniable facts and analyses speak for themselves.
Since the end of the last decade the real GNP per capita
of more than half of the developing countries has either
been stagnating or declining.

Behind these facis—and what we tend to forget at
times—is that there are millions of jobless people, with
a minimum degree of social security, millions of young
people without a future, hungry and underfed children
whose health has been impaired in the very first years of
their life. Behind these figures is the frail social stability
in countries in which not even numerous economic
sacrifices nor the utmost internal austerity can compen-
sate for the resources which, owing to the distorted in-
ternational trade and monetary systems, are being
drained from the developing into the developed coun-
tries, as a result of the drastic fall in commodity prices,
the general deterioration of the terms of trade for the
developing countries, external indebtedness and high in-
terest rates. These indicators imply potential new
hotbeds of crises in the world, foci of instability which
are a source of drastic injustices and inequalities,

The international community should and can embark
upon a different road. The growth of the developing
countries can no longer be postponed. Without their
economic growth and the strengthening of their all-
round economic potentials, there is no way out of the
crisis. In brief, without growth and development there
can be no solution to the other economic problems of
the world.

What are the impending implications? Which roads
are we to follow In the years ahead in international
economic relations, as well as in the vital field of
safeguarding security and peace in a world oversupplied
with suicidal, annihilating weapons?

I do not wish to repeat the well-known facts on the
vast funds being spent on armaments in the world. It is
easy to imagine—after all, precise calculations are
available—what the release of such material,
technological and creative potentials would mean for
the development of the developing countries, I would
say for the development of all, for the resolution of so
many accumulated economic and social problems
throughout the world, in the countries of the North and
the South, in the ¢countries of the West and the East.

More realistic indications of favourable changes in
the field of disarmament point to the possibility of these
vast potentials and material means being put to a dif-
ferent use,

It goes without saying that we welcome the efforts ex-
erted by the big Powers to achieve an agreement in ihe
near future, more than 40 years afier the first use of
nuclear weapons and their constant advancement and
stockpiling since then. This will mark the beginning of
their reduction and elimination and create both a new
climate and a concrete basis for the necessary con-
fidence, as well as more favourable prospects for ad-
dressing other equally important problems, I have in
mind above all the exceptionally grave problems of
economic relations in the world, the problems with
which all of us in this hall are so much concerned.

A new mentality is required in the consideration of all
crucial issues faced by the contemporary world. It is
necessary integrally to perceive the survival and the fur-
ther development of world civilization. Concurrently
with the elimination of the threats of nuclear annihila-
tion, existing hotbeds of war, as well as of economic and
social conflicts and crises, should begin to be eliminated
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as soon as possible. This leads to the inevitable conclu-
sion that the problems of development of the vast ma-
jority of mankind, which is lagging behind owing to
historical reasons, should become the priority of the en-
tire international community, This is surely the initial
and the most important step before tackling other world
economic problems, This does not imply the redistribu-
tion of the world’s wealth, with which individual centres
of economic and financial power are frequently in-
timidating both themselves and others. It is only a
logical, reasonable goal with manifold benefits for the
world economy as a whole.

Development assistance is not charity, but an in-
dispensable, although partial compensation for the un-
equal position of the developing countries in the world
economy and their losses due to inequitable exchange.
The fulfilment of obligations undertaken by the
developed countries in respect of public development
assistance is only one way of enabling the poor, and par-
ticularly the African and least developed countries to
become independent and equitable partners in inter-
national trade, which is also in the interest of the
developed countries.

Only within the context of interdependence of
development——of the developed and developing coun-
tries—is it possible to realize the necessary structural
changes, ensure the transfer of technology, expand
market possibilities, secure employment and the cor-
responding development of all sectors of the economy in
all countries of the world, in the North and the South
alike. This is also the pre-condition for and the road
towards the optimum development of the world
economy.

Yugoslavia, like other developing countries, considers
the seventh session of the Conference to be a unique op-
portunity to provide for conducting an open dialogue
directed towards constructive and action-oriented
negotiations for the achievement of general agreements
and frameworks, as well as for adopting concrete
policies and measures in all four fields which are on the
Conference agenda.

In its document on policies and measures, the Group
of 77 submitted numerous, very specific proposals
which will be the subject of concrete and, we hope, suc-
cessful negotiations in the next few days. I would like to
emphasize just a few issues which are, in my opinion, of
crucial importance and significance.

The initiation of a political dialogue between debtors
and creditors with a view to co-ordinating global
frameworks for defining a lasting and development-
oriented selution to the debt problems of the developing
countries represents the right way out of the present
debt crisis which is the gravest impediment to the
development of the majority of developing countries,
and consequently to the overall growth of world pro-
duction and trade. The responsibility and burden of the
debt crisis should be equally shared by the debtors and
creditors alike. A number of statesmen and economists
from highly developed countries have already given
their views and suggestions to that effect. It is necessary
to examine how realistic and feasible the suggested for-
mulas are. In that respect one of the possible ways of
resolving this crisis is through the reallocation of debts

to development projects, linking repayments to the
volume of exports or to GNP, the lowering of interest
rates, significant extension of repayment periods, and in
the case of the least developed countries, the writing-off
of debts.

Parallel with the resolution of the debt crisis the
present trend of the outflow of financial resources from
the developing to developed countries should be
reversed by means of public assistance and bank and
private capital flows.

In the sphere of international trade, simultaneously
with the Uruguay Round of multilateral trade nego-
tiations in GATT, it is indispensable that through
UNCTAD, the principally agreed programmes directed
towards the reduction of protectionism and discrimina-
tion in general, and protectionism and discrimination
against the developing countries in particular, as well as
the establishment of a universal multilateral trade
system, should be further developed and realized.

The implementation of the earlier agreements and
identification of new forms of international co-
operation for the resolution of the grave difficulties
facing the developing countries—commeodity ex-
porters—should be in the focus of attention of this Con-
ference. The implementation of the objectives of the In-
tegrated Programme for Commodities, adopted at the
fourth session of the Conference, and particularly the
coming into force of the Agreement Establishing the
Common Fund, represent an essential pre-condition for
the establishment of stable foundations for the develop-
ment and diversification of production and exports of
the developing countries whose economy primarily
depends on commodities.

I am convinced that there is general agreement that
the problems of the least developed countries, par-
ticularly those in the sub-Saharan region, are the
greatest and the most urgent. We fully commend all
those countries which are contributing to the overcom-
ing of these problems. That is why I believe that the
agreed programmes for the resolution of these priorities
will be supported by this Conference.

The developing countries have always stressed that
they themselves are primarily responsible for their own
development. Experience has taught them that in di-
recting and formulating their national economic
policies, they have to rely to the greatest extent possible
on their own natural, material, financial and human
resources. But, in addition to such efforts, aimed at ac-
celerated development and more equitable integration in
the international division of labour, it is necessary to co-
operate and to transfer funds and modern technology,
from the developed to developing countries, instead of
the developed countries’ practice of imposing their own
terms and concepts, thereby creating even greater
possibilities for interference in the internal affairs of in-
dividual countries and the creation of new condlicts.

It is indispensable that the new thrusts and
achievements in technology should be accessible to all
countries and that they be allowed to apply this
technology in an undisturbed manner which would
bring prosperity to all. Technology by its inherent
nature and according to the laws of its dissemination
and application, does not recognize borders, either
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those between the developed and developing countries,
or those dividing the world into different blocs.
Technology should not be put at the service of their
rivalry, nor should it be used to widen the already deep
and dangerous gap in the levels and possibilities of
development.

This brings to mind the contradictions inherent in the
process of integration of all present economic efforts.
This is a natural process which should lead to the ra-
tional mobilization and integration of resources, labour
and knowledge in the interest of general progress.
However, this legitimate process, which should not
recognize any borders and which is intrinsically univer-
sal as a confirmation of the close ties and in-
terdependence of the world, should not be carried out
within closed groupings and particularly not under the
influgnce of military-political considerations, which
would benefit the progress of some and neglect the in-
terest of others,

Understanding, confidence, mutual benefit and co-
operation which proceed from the equality of all, but
also from their mutual linkage, is the only option. The
international community must therefore spare no ef-
forts to urgently restore developmental consensus in
order to encourage concerted action of all countties,
and particularly more responsible and far-sighted
behaviour on the part of those who after all have the
greatest influence on world economic developments
today.

The present political situation in the world holds
somewhat greater promise today than in the past con-
cerning the possibilities for the renewal of this consen-
sus, Political developments in the world today are enter-
ing a stage which is without precedent in recent history.
A vast concentration of military, economic and finan-
cial power unknown till now in world history has been
created within a relatively narrow circle of countries,
causing planetary imbalance. This high concentration of
encrmous military might has made it clear to all that
planetary explosion is possible. The appeals for disar-
mament which have been voiced for many years now

&

raise more realistic hopes as to their effect, in spite of all
the existing disagreements, which should not be
underestimated. The protagonists of the arms race have,
undoubtediy, come to the conclusion that there cannot
be, nor should there be, any retreat from the fundamen-
tally agreed objective that only negotiations and
dialogue are in the mutual interest,

This already constitutes a new political climate which
can create possibilities for a substantial relaxation of
tension in the world, Détente as such should set off a
chain reaction which will also encompass the resolution
of global economic issues.

UNCTAD provides a concrete framework and oppor-
tunity, forum and instrument for this purpose, It is true
that in recent vears negotiations within UNCTAD have
rarely contributed towards real progress. Most of the
decisions of the sixth session of the Conference have not
been carried out. It goes without saying that the forum
is not to be blamed for this, but rather the inconsistency
of policies of member countries’ Governments. This
organization, I am sure, could play a more important
role in the contemporary trends in the world economy in
the context of existing international relations only with
the active and constructive participation of all its
members with the aim of jointly affirming the
negotiating function and action orientation of
UNCTAD. Your presence here provides assurance that
there is broad-based readiness to engage in the
negotiating process in a responsible manner and with
full awareness of its far-reaching implications,

In conclusion, I would like to point out once again
that Yugoslavia remains deeply commitied to the ir-
replaceable mission of UNCTAD. We shall continue to
support all efforts aimed at strengthening this universal,
democratic international economic organization, guided
by a spirit of openness and solidarity, so that it should
join in the universal process of resolving the ac-
cumnulated world problems. This is a wish we believe is
shared by the majority of member States and by all of
you, distinguished delegates.
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Message from Mr, Zhao Ziyang, Premier of the
State Council of the People’s Republic of China*

On the occasion of the convocation of the seventh ses-
sion of the United Nations Conference on Trade and
Development in Geneva, 1 wish to extend, on behalf of
the Chinese Government and people, our warm con-
gratulations to the Conference.

As a forum for discussing and resolving problems in
trade and development within the United Nations
system, UNCTAD has, for many years, played an im-
portant role in enhancing multilateral co-operation and
promoting economic and trade developmeni. We hope
that at its seventh session the Conference, by adopting
concrete actions and measures, will make a greater con-
iribution to resolving the pressing problems of the
developing countries, accelerating their economic
development, revitalizing the world economy and ex-
panding international trade.

I wish the Conference complete success.,

Message from Mr. D. Sodnom, Chairman of the
Council of Ministers of the Mongolian
People’s Republic**

On behalf of the Government of the Mongolian
People’s Republic, and in my personal capacity, I send
greetings to the participants in the seventh session of the
United Nations Conference on Trade and Development,

UNCTAD occupies an honoured place in the system
of international economic organizations called upon to
work for the restructuring of international economic
relations on an equitable, democratic basis. Mongolia
has from the outset actively supported the work of this
represeatative international organization aimed at ex-
panding all aspects of international trade on a basis of
mutual advantage, equality and non-discrimination,
seeking ways of arriving at an equitable solution to
questions of international monetary and financial re-
lations, stabilizing international commodity markets
and establishing fair prices for raw materials and other
goods. In Mongolia’s view, problems relating to the
trade and economic aspects of disarmament are becom-
ing of ever more pressing importance in UNCTAD’s ac-
tivities.

During the years since the sixth session of the Con-
ference, the world’s economic, trade and financial
problems have become more acute. The growth of inter-
national trade has slowed down. No progress is discern-
ible in the process of restructuring international
economic relations on an equitable and democratic

* Initially circulated as TD/L.275.
** Initially circulated as TD/L.277.

basis. The developing countries have found themselves
in a particularly difficult situation with their external in-
debtedness increasing sharply. The situation is ag-
gravated by the steady fall in world prices for basic com-
modities, the growth in protectionism and wvarious
discriminatory measures taken in international trade by
the leading Western States in violation of the generally
accepted rules of international law, the relevant pro-
visions of the Charter of the United Nations and the
progressive recommendations made by UNCTAD and
other international bodies for the establishment of nor-
mal relations among States,

At the same time, the arms race, whipped up by im-
perialist circles, pariicularly in nuclear weapons, is not
only increasing the danger of nuclear catastrophe but
leading to disastrous consequences for the world
economic, diverting enormous material, financial and
intellectual resources which are so badly needed to solve
the pressing socio-economic problems faced by all coun-
tries. It undermines the economic security of States
which, together with disarmament, is the decisive el-
ement in a comprehensive system of international
security.

All these circumstances call for constructive efforts
and new approaches, by the world community as a
whole and by UNCTAD in particular, towards finding
solutions to the urgent problems of international trade
and economic relations.

In Mongolia’s view, the essence of such an approach
lies in pursuing a policy of disarmament for develop-
ment and actively promoting the adoption of measures
to establish an equitable international economic order,
in which all States, large and small, developed and
developing would be shielded equally from adverse ex-
ternal factors.

The Mongolian Government will continue to support
all measures and practical steps to that end,

1 wish UNCTAD every success in the work of its
seventh session and hope that it will make a worthy con-
tribution to the efforts of the world’s nations to nor-
malize international economic relations and develop
equitable trade and economic co-operation among
States.

Message from Mr. Erich Honecker, General Secretary
of the Central Continittee of the Socialist Unity Party
of Germany and Chairman of the Council of State of
the German Democratic Republic**+*

On behalf of the German Democratic Republic, I
wish to convey cordial greetings to you and the par-

**% Initially circulated as TD/L.278.
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ticipants in the seventh session of the United Nations
Conference on Trade and Development,

World-wide trade and economic co-operation for the
benefit of all those involved offer genuine possibilities
for deepening relations among States and peoples and
are a contribution to détente and the safeguarding of
peace. The German Democratic Republic regards the
Conference as a significant forum for businesslike
dialogue and result-oriented negotiations which con-
duce towards defusing the international economic situ-
ation and ensuring stability, predictability and a climate
of trust in international economic relations.

If international trade is to live up to its role in pro-
moting the economic and social progress of all countries
and in generating international understanding, any ar-
tificial obstacles in its way must be removed and equal-
ity, non-discrimination and mutual advantage must
prevail universally and permanently.

Changes in international economic relations, a grow-
ing complexity of international economic processes and
an increasing interdependence of States require practical
steps towards the normalization of international trade
and the advancement of mutually beneficial economic
and scientific-technological co-operation among
nations. In the face of the great challenge of cur time,
i.e., to banish war forever from man’s life and to ensure
peace in the future, such-steps are particularly im-
portant. The more international trade and economic co-
operation are thriving, the greater the benefit for peace
and for all nations.

Today, genuine results in the way of disarmament are
possible, indeed imperative, in order to relieve humanity
of the nightmare of a nuclear catastrophe. The decisions
adopted at the Berlin session of the Political Con-
sultative Committee of the States Parties to the Warsaw
Treaty will be a stimulus to the solution of that issue
which is of global importance. The conclusion of an
agreement on the elimination of American and Soviet
medium-range missiles in Europe can open the door
to world-wide disarmament. This would also create
favourable conditions for prospering international trade
and propitious co-operation among States striving to
resolve pressing international economic problems.

May 1 express hope that the seventh session of the
Conference will give a major impetus to the develop-
ment of international trade and thus help to build
greater confidence and make peace more stable.

With this in mind, I wish the session every success and
positive results.

Message from Mr. Fidel Castro Ruz,
President of the Counci] of State and the Council
of Ministers of the Republic of Cuba*

The seventh session of the United Nations Conference
on Trade and Development, over which you preside—
not only because of the prestige Zimbabwe has won for
its struggile for national independence and peace and
against apartheid, but also in recognition of your per-
sonal merits—is being held at a dramatic time: on the
one hand, certain prospects for initiating denucleariza-

* Lnitially circulated as TD/L.279.

tion in Europe are beginning to be glimpsed and, on the
other hand, the world economy, subject to permanent
instability, is keeping the countries striving for develop-
ment in the tragic situation of seeing their poverty and
backwardness and the devastation of hunger increase,
while all possibilities for a favourable change towards
the future are closed to them.

I have maintained for some time that peace and
development are inseparable. Peace, to which we ail
aspire, will be threatened and vulnerable as long as most
of mankind is subjected to poverty and lives in
economic backwardness. Once again, at the United Na-
tions Conference on Trade and Development, this is the
challenge that brings us all together.

Unfortunately, access to development has never faced
so many adverse factors nor been so blocked by the un-
fair and outdated international economic order that now
prevails, At the sixth session, in Belgrade, the United
States Administration, combining its atready failed
policy of military supremacy with its attempt at
economic supremacy aimed at imposing its interests on
the entire world, once again rejected global negotiations
and discredited UNCTAD as a negotiating forum,

Today, as the Conference meets in Geneva, the third
world countries are feeling the strangling burden of a
world economy that swings from crisis to economic
restriction. Commodities, which are still their main
source of income, have suffered a further price drop in
the last few years, causing an economic catastrophe for
them, Between 1980 and 1986, the real price index
estimated by the World Bank for such goods dropped
by 30 per cent and reached its lowest level since the
1930s crisis. This, together with regular increases in the
prices of the industrial products, equipment and plant
that these countries must import from the developed
countries, has augmented the already unbearable debt
burden, drastically reduced the underdeveloped coun-
tries’ imports and turned them into net capital ex-
porters, depriving them of a sizeable chunk of their
financial resources. To cite the example of our region
alone, in five years, Latin America and the Caribbean
have transferred almost $120 billion to the international
capitalist financial centres.

In the last few years, the mightiest capitalist Power of
all time has lived parasitically off the savings of the rest
of the world, which has been forced to finance that
Power’s fiscal and trade deficits while it promotes a
headlong arms race.

International protectionism, which, as we all know,
contributed decisively to the great depression of the
19305, has become a trend among the developed
capitalist countries. The multilateral system initiated in
the post-war period, based on the growing liberalization
of world trade, has been replaced by barriers that nullify
the GATT projections and threaien to unleash a chaotic
struggle in world trade, with even greater disadvantages
for our countries.

In this intolerable situation, the external debt weighs
oppressively on the third world.

I have said and say again that this debt is unpayable.
Every day that passes confirms this. It rose to the figure
of a trillion dollars in 1986, while its annual service this
year came to more than $118 billion, Any alternative for
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paying it that can be dreamed up would be beyond
economic possibility, as mathematics—so exact and im-
placable—shows us. Nevertheless, the developed
capitalist countries, whose banking system fostered the
third world’s indebtedness in the days of surplus
monetary liquidity, have turned a deaf ear to the cries of
their impoverished debtors. The Venice statements, as
we all know, are inadequate.

I have been accused of calling for a debtors’
moratorium aimed at provoking an international finan-
cial catastrophe. However, those who have followed my
statements seriously know that, far from acting to pro-
mote disasters, I have defended the formula that, by
linking peace to development, will avoid this
upheaval—an upheaval that will inevitably threaten us
if urgent measures are not taken. I propose that a stnail
part of the resources now allocated to building up arms
and preparing us for a devastating war should be
devoted instead to the orderly cancellation of this debt.

Today, the more we pay the more we owe, as I said at
the Group of 77 meeting. Through financial manipu-
lations, we are stripped of our scarce resources, and the
transnational banks close off credits when we most need
them, or grant them on terms like those of medieval
usurers. I need not detail to you the consequences of the
policies followed by the International Monetary Fund.
The idea now is to convert our debts into equity, After
mortgaging our future, they want to continue stealing
our enterprises, land, industries and mines, without
having to make new investments. The collection of the
debt thus becomes a distraint on our dwindling
TESOUICES.

Qur scientific backwardness reinforces economic
backwardness. A large number of commodities are be-
ing replaced by chemical products. Technological pro-
gress leads to inhuman decisions when it is not followed
up by international rules to regulate the introduction of
substitute products and thus allow the affected coun-
tries that can do so to re-export their products or
transform the structure of their exports.

It is certainly not pessimism that leads us to
enumerate all these elements to make up the drama
of the third world. More than once I have called for
struggle to remedy this intolerabie burden.

If understanding prevails, UNCTAD is in a position
to replace confrontation with agreement; it cannot be
put off. UNCTAD is the most universal forum of our
world economy. In it, all countries come together: those
that demand development, the socialist countries and
the countries evphemistically called ‘‘market-econ-
omy”’, which have the main responsibility—given the
structure of the world economy—for finding ap-
propriate solutions, We know that many of them have
expressed their willingness to work out the necessary
formulas. We should wish the possibilities now appear-
ing of progress towards peace to be complemented by
the appearance of paths leading to development.

Cuba will co-operate with any effort along these lines
undertaken in this decisive forum. But for that it is
indispensable that we should ali understand the magni-
tude of the drama; that we should understand its real
causes and not try to conjure them away through sterile,
hackneyed theories, The hundreds of millions of

children who die every year as a result of poverty will
not allow their tragedy to be drowned in words,

It is time for action, united action. If the nuclear
death that threatens us all has to be and can be stopped
by the efforts of all, the poverty that overwhelms most
of the inhabitants of this earih also reguires the uniied
efforts of all.

Message from Mr. Nicolae Ceausescu,
President of the Socialist Republic of Romania*

I am very pleased to have this opportunity of convey-
ing to the participants in the seventh session of the
United Nations Conference on Trade and Development
a friendiy greeting and my best wishes for the success of
this important international gathering.

Romania attaches great importance to the seventh
session of the Conference, which will be called upon to
consider extremely important matters of economic
development and international trade, to work for the
development and adoption of specific practical means
of overcoming world economic problems and to pro-
mote the development efforts of all States. The session
of the Conference is taking place at a time when the
world economy is facing complex and difficult problems
which affect all nations of the world, and particwlarly
the developing countries. As a result of the world
economic crisis, the unequal relationship of oppressor
and oppressed fostered by the old imperialist, col-
onialist and neo-colonialist policies and the inequitable
world financial system, the situation of the developing
countries has become even more difficult of late, Their
external debt has continued to grow, the gap between
rich and poor countries has got wider, and all of this has
had a devastating impact on the peoples of the world
and international affairs in general. At the same time,
negotiations between developing and developed coun-
tries—the so-called “‘North-South” dialogue—have re-
mained at a standstill, vielding no concrete results to
date. There is an ever more apparent tendency on the
part of some developed countries to cling to their
former privileges, to perpetuate the old international
economic relations and to reject the forum offered by
the United Nations for the analysis and solution of
critical world economic problems,

The world economic situation has been made much
worse by the fact that in recent years the arms race, par-
ticularly the nuclear-arms race, has been stepped up.
This not only increases the threat of a catastrophic
world war all the time, but also aggravates and amplifies
the problems of world economic crisis and instability
and places heavier and heavier burdens on peoples. The
close interdependence between disarmament and
development highlights ever more clearly the fact that
an essential pre-condition for a satisfactory solution to
the world’s serious economic problems is to end the
arms race once and for all and take practical steps to
achieve disarmament and reduce military expenditure.
Everything must be done to eliminate and destroy all
nuclear weapons and all weapons of mass destruction
and to build a world free from weapons and war, a
world of peace and co-operation.

* Initially circulated as TD/L.280.
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In Romania’s view, it is now more than ever necessary
for all States to join in seeking, in the interests of peace
and the progress of all peoples, a positive solution to the
daunting problems facing the world today, including in-
ternational economic problems. In this context, it is par-
ticularly important to intensify efforts to end the
underdevelopment in which more than two thirds of the
world’s population subsists and to establish a new inter-
national economic order based on full equality and
equity and capable of promoting faster progress in all
countries, particularly the developing ones, giving
peoples broad access to the latest achievements -of
science and technology and of modern civilization and
ensuring the smooth progress and stability of the world
economy.

Abolishing underdevelopment means first of all that
the developing countries themselves should make every
effort to make optimum use of their own resources
on the basis of economic and social development pro-
grammes which, starting from each country’s own
priorities and real capabilities, will ensure the steady
growth of their economic strength and a rising standard
of living for their peoples. But the efforts of the
developing countries, like the efforts of all States to
achieve progress must be backed up by broad-based and
unhindered international co-operation, firmly grounded
in the principles of full equality, respect for national in-
dependence and sovereignty, non-interference in inter-
nal affairs, mutual advantage and the right of every
people to dispose freely of their national wealth and to
develop it in conformity with their own interests. In this
sense, giving more support to the developing countries is
not only a moral obligation for the developed countries,
but also a compelling and objective necessity if world
economic and political relations are to return to normal
and progress and peace are to be ensured throughout the
world,

In our opinion, this Conference could do much to
encourage efforts to end underdevelopment and to
establish a new international economic order by
developing and promoting practical measures and pro-
grammes designed to place international economic and
financial relations on a more equitable basis and to sup-
port the economic development programmes and efforts
to mobilize the national wealth of the developing coun-
tries and all other peoples.

It is of prime importance to take resolute action to
find a global political and economic solution to the
problem of the developing countries’ extremely high ex-
ternal debt and do everything possible to solve it on the
basis of criteria and principles appropriate to the
development levels of the countries concerned, their
ability to repay and the efforts they have to make to
achieve economic and social progress. Romania has
submitted in the United Nations and other forums
specific proposals for achieving these ends, notably by
completely writing off the debts of the poorest coun-
tries, reducing, by appropriate amounts, the debts of all
the other countries, and rescheduling, over a period of
15 to 20 years, the remainder of the debts at a modest
rate of interest or no interest at all. A ceiling of not
more than 10 per cent of export earnings should be
established for annual payments by the developing
countries on their external debts. It is also essential to

achieve a general reduction in interest rates, including
those applied by the World Bank and the International
Monetary Fund, while at the same time ensuring a
steady flow of new credits to the developing countries
on advantageous terms and at reasonable interest rates,
for their economic and social development.

It is necessary at the same time that at its seventh
session the Conference should take action to solve the
problem of prices, particularly for commodities, to
guarantee their stability, which will make for greater
order and fairness in the financial and monetary sphere,
In general, the present inequitable financial and
monetary system needs to be replaced by a new system
based on principles of equity and equality and capable
of giving real encouragement and support to the efforts
of all Siates, particularly underdeveloped ones, to
achieve development and progress.

Firmer action should also be taken to stop protec-
tionism and liberalize economic exchanges among
States, to eliminate all types of pressure and political
and other strings from the economic sphere and to
abolish all artificial limitations and obstacles to inter-
national trade, in order to promote economic relations
grounded in full equality, respect for national in-
dependence and sovereignty, non-interference in inter-
nal affairs and mutual advantage.

In order to solve all these serious and complex
problems, we believe it is necessary that the current ses-
sion of the Conference should lead to the convening of a
special conference by the United Nations, to be attend-
ed, on completely equal terms, by both the developing
and the developed countries, to the initiation of effect-
ive negotiations and to the achievement of positive
results in this area corresponding to the interests and
aspirations for progress of all countries and the need for
harmonious and steady development of the world
economy. In Romania’s view, it would be particularly
useful for UNCTAD to establish a special working com-
mittee which, on the basis of the discussion at the cur-
rent session and the proposals that are made, could for-
mulate specific measures for solving these problems.

In conclusion, I wish to express the hope and the con-
viction that the measures and decisions to be adopted at
this Conference will make a positive contribution to the
solution of the great international economic problems
and to global efforts to achieve the independent
economic and social development of all peoples, to
strengthen international co-operation and to promote
détente, understanding and peace in the world.

In that conviction, I extend my best wishes for success
to the seventh session of the United Nations Conference
on Trade and Development.

Message from Mr. Nicolai Ryzhkov,
Chairman of the Council of Ministers of the Union of
Soviet Socialist Republies*

I cordially greet participants in the seventh session of

the United Nations Conference on Trade and Develop-
ment.

* Initially circulated as TD/L.281.
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Over the years the Conference has shown itself to be
an authoritative international forum for the consider-
ation of vitally important problems in world economic
relations. The Soviet Union greatly values the work of
UNCTAD in promoting world development and trade,
the restructuring of international economic relations on
an equitable and democratic basis and the establishment
of a new international economic order.

In our opinion, the work done in UNCTAD is becom-
ing especially relevant at the present time, when the
international economic climate in the world is deterio-
rating. As in the past, trade relations are still unequal,
economic ties are widely used as a means of exerting
political pressure, protectionism is on the rise and trade
and currency conflicts are getting worse, The most acute
problem, particularly for the developing countries, is
foreign indebtedness, which has become a world-wide
problem and has obvious political implications.

The time has come to tackle the vital economic
problems confronting mankind. It is no longer possible
to mark time, carrying on endless discussions and dodg-
ing constructive and realistic decisions.

The new mode of political thinking we call upon the
world to adopt, which is based in particular on the
growing interdependence of States and the priority of
universal human values, should ensure a broad and
long-term approach to international economic relations.
At the Plenum of the Central Committee of the Com-
munist Party of the Soviet Union held at the end of
June, it was stressed that reorganization of the Soviet
economy would help to develop wide-ranging inter-
national co-operation and thus improve international
economic relations,

We are convinced that practical steps to reduce ar-
maments and achieve disarmament, releasing vast addi-
tional resources for development purposes, would be an
important factor in the socio-economic development of
all States. UNCTAD is in a position to make its con-
tribution to the formulation of principles for using the
resources released by a reduction in military budgets for
the benefit of the world community, including the
developing countries.

UNCTAD remains the most universal international
economic forum, both in its membership and in the
range of issues it considers, and as such it could also
play an active role in considering questions relating to
the formulation of a plan for international economic
security, which would help us to evolve joint approaches
to the solution of world economic problems.

I wish the participants in the Conference success in
their work, in the interests of the economic and social
progress of all nations.

Message from Mr. Wojciech Jaruzelski,
Chairman of the Council of State of the
Polish People’s Republic*

On behalf of the supreme authorities of the Polish

People’s Republic I have the honour to convey to the
seventh session of the United Nations Conference on

* Initially circulated as TD/L.282.

Trade and Development our wishes for a fruitful
debate.

The present session is evidence of the political will of
the international community to find solutions to the
burning issues currently confronting the world econ-
omy. Poland warmly supports all endeavours in this
respect since mutually advantageous economic relations
with developing countries constitutes one of the import-
ant elements of our foreign policy.

UNCTAD is one of the eminent universal bodies of
the United Nations system active in the domain of trade
and development. International efforts within its frame-
work have contributed to the real progress achieved by
the developing world in many fields.

The tasks ahead, however, are still enormous. The
world economy is plagued by the chronic ailments from
which the poorest countries suffer most severely. The
heavy imbalance in trade, protectionism, monetary in-
stability and the burden of indebtedness dangerously
overshadow the future of the world economy. Mounting
indebtedness represents a particularly acute problem. It
should be conceived in global terms with the concurrent
undertaking of indispensable steps in a spirit of com-
mon commitment and mutual co-operation by all the
countries concerned.

Participating actively in the work of the United
Nations from its very outset, Poland has always stressed
the need to promote the comprehensive development of
the developing countries and to diminish the gap be-
tween them and the more developed countries. We un- -
waveringly support the justified demands of developing
countries for the establishment of the new international
economic order aimed at the elimination of their
underdevelopment. This was strongly emphasized in the
Berlin Declaration on “‘Overcoming Underdevelopment
and the Establishment of the New International
Economic Order’ of 29 May 1987,

Solutions should be found which take into account
the interests of all parties to international exchange and
are based on just and democratic principies, in par-
ticular those of mutual advantage and sovereignty,

International efforts in the area of trade and develop-
ment should be reinforced by the world-wide
acknowledgement of the urgent need to improve the
political atmosphere for international trade and bring
about increased rationality in international division of
labour.

The arms race endangers the very existence of
mankind, and absorbs huge material and intellectual
resources. Checking the arms race and initiating the
disarmament process would enable resources to be
reallocated so as to achieve development objectives and
thereby help to overcome many existing barriers to the
expansion of international trade and co-operation,
Therefore, all initiatives aimed at easing tension and
building confidence in international political as well as
economic relations require firm support. Our country
has been for many years an active participant in that
endeavour and will continue to do so.

In conclusion, I wish to reaffirm Poland’s full sup-
pott for the accomplishment of the lofty goals of the
Conference.
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Message from Mr. Pham Hung,
Chairman of the Council of Ministers
of the Socialist Republic of Viet Nam*

On the occasion of the convening of the seventh ses-
sion of the United Nations Conference on Trade and
Development, [ would like to address to you, and
through vou to the Conference, the warmest greetings.

In the face of the present wide and profound changes
in the world economy, especially the critical challenges
faced by the developing countries, at its seventh session
the Conference has a mission of great importance,
namely, contributing to the finding of effective sol-
utions to many burning economic problems in the field
of money and finance, debt, primary commodity prices,
trade, co-operation and development—primarily those
affecting the developing countries.

In the past years, UNCTAD has made important con-
tributions to the struggle for the establishment of a new
international economic order and against policies re-
sorting to economic and political pressure in interna-
tional economic relations especially with the developing
countries, and it has stimulated the expansion of
economic relations among countries having different
economic and social systems and among the developing
countries.

At the same time, UNCTAD has also made its efforts
in the common struggle of humanity against the arms
race, for peace and international security with a view to
creating a favourable international environment for the
development of economies and of the economic re-
lations among countries.

I am confident that at its seventh session the Con-
ference will be able to carry out its important task,
responding to the foremost aspiration of the inter-
national community for peace, co-operation and
development.

In that spirit, I wish the Conference every success,

Message from His Holiness Pope John Paul 11**

Prompted by a need to return to its source so as to
revive the inspiration on which it was founded and
to find new energy, the seventh session of the United
Nations Conference on Trade and Development is being
held in Geneva. I recall with pleasure that the Holy See
was actively involved in the creation of this body in 1964
and has since extended to it its full support.

Exactly 20 years ago, my predecessor, Paul VI, wrote
his Encyclical, Populorum progressio, speaking on
behali of starving peoples whose tragic plight was a
challenge to the wealthy nations (para. 3), and devoting
several pages to equity in trade relations (paras. 56
to 65). In my own first Encyclical (4 March 1979),
I described our age as a gigantic tableau of the biblical
parable of the feasting rich man and the poor Lazarus
(Redemptor hominis)

Today, the picture is one of even greater contrasts
than before, despite the planned and concerted efforts

* Initially circulated as TD/L.283.
*% Initially circulated as TD/L.285.

of the international community. Consequently, in a
world broken and numbed by disillusionment, I should
like to bring to those attending this session a message
of hope—of hope now strengthened by our keener
awareness of the equal dignity and collective respon-
sibility of all men. It is not enough for countries to
recognize their interdependence as a result of economic
or political necessity. Only an ethical sense of genuinely
shared responsibility will enable them to open the way
for the attainment of international justice and to
honour fully commitments which have been made
jointly and are structurally linked.

In this spirit, you will be able resolutely to set about
the important items on your present agenda, namely,
the resources needed for development which are seri-
ously impaired by the burden of international debt
servicing; commodities, whose real prices have not been
so low for half a century; international trade, where viel-
ations of international rules are ruining the chances of
the weakest. Moreover, as you know, the courageous
development efforts of *‘the least developed countries”
themselves (most of them in Africa), to which you have
been according special attention for some time, cannot
succeed without the total and continuous support of all.

The external debt problem—an open sore in the side
of international relations—has recently been studied, at
my request, by the *“Justitia et Pax®’ papal commission.
I trust that its ethical reflections will quickly encourage
“‘the various partners to reach agreement on the
equitable sharing of adjustment efforts and the
necessary sacrifices, bearing in mind the priority of the
needs of the most deprived peoples. The wealthiest
countries have a responsibility to accept a broader ap-
portionment”* ([,4).

Your task is the very exacting one of reviewing, in co-
operation with other competent agencies, as I ventured
to state in Redemptor hominis, the financial, monetary,
productive and trade structures and mechanisms which
govern the world economy and which have shown
themselves incapable of remedying the injustices in-
herited from the past or responding to the urgent
challenges [. . .] of the present (para. 16). Your task is
very arduous, requiring you to be constantly on the alert
to cope with the instability of exchange rates, the
manipulation of markets, the hardening of protec-
tionism and numerous other threats which feed on
mistrust and self-interest.

Yet vour task is also an uplifting one, since it
transcends economics and addresses itself to man as a
whole, with his cultural and spiritual dimensions. In
that sense, developed and developing countries are not
ranged on opposite sides. Every country is involved in
man’s overall development, and fortunately our age is
less inclined to identify development with mere
economic growth or the simple reproduction of in-
dustrialized couniry models. What is more, develop-
ment cannot be spontaneous or instantaneous, decreed
or granted. It calls for the vast and free participation of
peoples themselves, patiently educated to become the
masters of their own destiny.

With all my heart, I pray for divine blessing on your
deliberations. This new appointment with the peoples of
the world must not be missed. Expectations are too
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great and too urgent for your Conference not to enter
into new commitments or for those commitments not to
be honoured by the political will of your countries. The
time is ripe for you to open new avenues for the realiz-
ation of the expectations of peoples.

Message from Mr. Alan Garcia Pérez,
President of the Republic of Peru*

The holding of the seventh session of the United
Nations Conference on Trade and Development coin-
cides with the worsening of the acute crisis which is be-
ing experienced by the whole developing worid and
which requires the adoption of urgent measures without
delay. In this connection, I consider it imperative that
recognition be given to the interrelationship of debt pro-
blems, protectionism, transfer of resources to the in-
dustrialized world and deterioration of the terms of
trade, and to their effects in the outrageous regression
of the living standards of the greater part of the third
world to the levels of 30 years ago. Such recognition will
make possible speedy action and will strengthen the
negotiating role of UNCTAD as a body whose basic and
primary purpose is the promotion of development.

External indebtedness is continuing to grow, more
than ever undermining the social and political stability
of the peoples of the third world and generating an ir-
rational transfer of resources from our countries to the
industrialized economies, which is unjustifiable and
negative and which, if continued, will bring about the
collapse of the entire world financial structure.

It is now unquestionably obvious to all that the debt
problem must be accorded political treatment by all the
actors involved: the creditor and debtor countries, inter-
national private banking and the international organiz-
ations,

A just solution can only be arrived at if the task is
undertaken co-responsibly by all the parties concerned,
and it is that objective which the work of the seventh
session of the Conference must pursue.

I must also point out that commodities, on whose ex-
ports the economies of our countries largely depend, are
continuing to suffer from falling export prices and
volumes, owing to market controls, technological
changes and deterioration of the terms of trade, without
any glimpse of a coherent and effective alternative sol-
ution for their almost structural decline.

Our recognized need for development and growth in
order that our contribution to international trade may
generate benefits for all is being seriously limited by a
system of subsidies and restrictive and protectionist
measures which impede the access of our products to the
markets of the industrialized countries, thereby pervert-
ing the principles of efficiency and comparative advan-
tage.

For all the above reasons, | believe that unless, at the
seventh session of the Conference and in other forums,
effective commitments are not shortly arrived at which
correctly, clearly and objectively deal with this critical
situation of the international economy as a whole and
especially of the developing countries, the day will soon

* Initially circulated as TD/L.287.

come when this complexly interdependent world
plunges into a state of chaos that will equally affect the
countries of the developing South and the developed
North. That is why 1 wish to re-emphasize that the
occasion of the seventh session of the Conference
constitutes the opportune moment to abandon the
technocratic and compartmentalist scheme of things
and to initiate responsibly and jointly a series of in-
tersectoral measures to reverse the grave crisis in which
we find ourselves and to promote the development of
the countries of the third world, while respecting their
Own economic structures and systems.

I express my most fervent hope that this Conference
will be sufficiently mature to meet the challenges and
problems we are facing. You may be sure that the
delegation of Peru will do all in its power to co-operate
in the achievement of that objective, which we are cer-
tain you share,

Message from Mr, Guillermo Bedregal Gutiérrez,
Minister of Foreign Affairs and Worship of Bolivia**

On behalf of the Government of Bolivia, 1 am pleased
to convey my sincere hope that the seventh session of
the United Nations Conference on Trade and Develop-
ment will achieve the desired success in favour of the
developing countries in the framework of fair and
equitable negotiations between North and South. The
Government of Bolivia, faithful to the principles of the
new international economic order and the Charter of
Economic Rights and Duties of States, has always
defended the interests of developing countries. The
spirit underlying the position of the Group of 77,
framed at Havana, also reflects the thinking of Latin
America on the socio-economic problems affecting the
developing countries and now under consideration in
the agenda of the seventh session of the Conference.
Bolivia, a developing and, for the time being, land-
locked country, has on various occasions expressed its
concern regarding the low prices of commodities on the
international market, protectionism, the rigid tariff bar-
riers encountered by products exported from developing
countries, as well as discrimination in preferential treai-
ment against the products exported by land-locked
developing countries., We are convinced that the seventh
session of the Conference will bring the great majority
of third world countries hopes for a solution of the
grave economic problems hindering the normal growth
of each country. We are sure that, with your worthy
participation, arrangements between poor and rich
countries will make feasible new formulas of common
understanding.

Message from Mrs. Corazén C. Aquino,
President of the Republic of the Philippines***

On behalf of the Philippine Government and the
Filipino people, please accept my warmest congratu-
lations on your election as President of the seventh ses-
sion of the United Nations Conference on Trade and

** Initially circulated as TD/L.302.
#+% Initially circulated as TD/L.305.
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Development. It is my hope that under your able and
wise leadership, the Conference will move forward
towards the establishment of a new international
economic order.

The developing world looks to the Conference as an
opportunity where, together with its partners from the
developed countries, policies can be adopted and
measures taken to alleviate the current difficuities in the
international economic situation, The crisis that has
gripped the world economy is evidenced by the scarcity
of developmental and financial resources available to
the developing countries, mounting debi service, the
deterioration of the terms of trade, and low commodity
prices, This has been compounded by slow growth and
widespread protectionism on the part of most developed
countries. The seriousness of these problems is

manifested in the acute social and political strains that
are pervasive in most developing countries.

It is my hope that a consensus among developed as
well as developing countries can be reached towards
hastening the integration of developing countries into
the world economy so that they may share equitably in
the fruits of development. Progressive policies and
forward-looking measures towards this end will, in the
long run, be mutually beneficial to both developed and
developing countries. This is the raison d’&tre for the
creation of UNCTAD 23 years ago—the promotion of
the well-being of all peoples through purposeful inter-
national co-operation as mandated by the Charter of the
United Nations.

I wish you and the members of the Burean a suc-
cessful conference.
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Final document of the Sixth Ministerial Meeting of the Group of 77,
held at Havana, Cuba, from 20 to 25 April 1987

We, the Ministers of the Group of 77,

Having assembled in Havana, Cuba, from 20 to 25
April 1987, for our Sixth Ministerial Meeting,

Being convinced of the importance of reviewing and
stating our collective appraisal of the world economic
situation and of the perspectives for the development of
our peoples’ welfare,

Bearing in mind the Declaration of our three regional
groups at their recent Ministerial Meetings in Dhaka,
Addis Ababa and San José,

Adoprt the following Declaration as a basis for con-
certed action in our economic relations with the
developed countries and in our mutual economic co-
operation and call upon the international community as
a whole to work together for economic and social pro-
gress:

1. The 1980s have been the lost decade of develop-
ment. The world economy is beset by contradictions and
faces a crisis. The persistent stagnation of economic
growth has severely retarded economic and social pro-
gress and, in several countries, has thrown that process
into reverse, The inadequacies and inequities of the in-
ternational economic sysiem have led to adverse results,
stifling trade, development and employment, instead
of promoting them. Undue risk, uncertainty and un-
predictability in the international economic environ-
ment have become major obstacles to national efforts to
achieve long-term economic and social objectives.

2. While no country has been immune from these
phenomena, the developing countries have been hardest
hit. In particular the least developed countries and sub-
Saharan African countries have suffered most. The
economic situation in these countries still remains
critical and their peoples are under the threat of hunger
and starvation. It has become increasingly difficuit for
any developing country to pursue policies of self-reliant
and equitable development, aimed at elimination of
poverty, enhancement of human capacities, progressive
modernization of the productive apparatus and enlarge-
ment of opportunities for participation in economic ac-
tivity and in the benefits derived from it. Pasticular dif-
ficulties are experienced by the Palestinian people,
whose living conditions have been deteriorating as a
result of the Israeli occupation and who urgently need to
be liberated from their occupation to enable them to
develop their national economy; and by the people of
southern Africa, and Namibia, particularly those of the
front-line States whose painstakingly developed in-

* Text issued at the Conference as TD/325.

frastructure and legitimate development programmes
are undermined by the South African régime’s
destabilization policy.

3. This situation is beset with economic, social and
political tensions, within and among countries, It poses
a serious threat to democracy, social stability and inter-
national peace and security. Its reversal should com-
mand the political commitment and co-operation of afl
nations, which must work together to build an inter-
national economic system based on the pringciples of
equity and justice, that would contribute to the
establishment of the new international economic order.

4. This effort must be founded on the strict obser-
vance of the inalienable right of every State to social and
economic development, to choose iis economic and
social system and to promote the welfare of its people in
accordance with national plans and policies. It is unac-
ceptable that this right should be constrained by the ap-
plication by other States of economic measures intended
to exert political and economic coercion, for purposes
incompatible with the Charter of the United Nations
and in violation of multilateral and bilateral undertak-
ings and international law.

5. The members of the Group of 77 assume their
responsibilities to strive for their own development.
They are also determined to continue to strengthen their
mutual economic co-operation. They are convinced that
the effective solidarity of the Group strengthens its
members, both in their national development efforts
and in their external economic relations.

6. The members of the Group of 77 expect the
developed countries to assume their responsibilities in
the present world economic crisis, and to redesign their
policies in order to contribute to an external environ-
ment more prediciable and more supportive of growth
and development. Those countries should realize that,
by supporting the development process of developing
countries, they can contribute effectively to revitalizing
the world economy and thus to resolving their own
economic problems, including persistently high
unemployment.

|

7. The crisis in the world economy has many
dramatic manifestations. For the developing countries,
these include:

(@) The collapse of commodity prices and
deteriorating terms of trade, which have deprived them
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of export earnings needed to sustain their development
and to service their debt;

(b} The intolerable debt burden which has compelled
many of them to adopt, with high social and political
costs, adjustment programmes constraining their
development potential. The debt cannot be serviced and
repaid under present conditions and without sustained
economic development;

{c} The stagnation of official development assistance
and the sharp contraction in financial flows, particu-
larly from commercial banks;

(d) All the previous factors have led to a net transfer
of resources from developing to developed countries;

(¢) The proliferation of protectionist and distortive
measures and policies in developed market-economy
couniries, which are impeding developing country ex-
ports and obstructing structural adjustments which
would permit the expansion of those exports;

() The erosion of respect for the disciplines of the
multilateral trading system, which exposes the develop-
ing countries to arbitrary obstacles to their trade and
leaves them without redress;

{g) The aggravation of the structural problems of the
least developed countries, especially the land-locked and
island developing countries, whose unigue problems
and inherent disadvantages have a particularly negative
impact on their development.

8. The manifestations of the crisis in the external en-
vironment for development also include volatile and
misaligned exchange rates of major currencies; high in-
terest rates in real terms; massive trade imbalances
among the major economic powers and consequent ten-
sions in the international trading system.

9. The developed countries themselves are suffering
from uneven and slow growth, and high levels of
unemployment, resulting in intensification of protec-
tionist measures and contraction of export markets for
developing countries.

1]

10. The economic crisis is structural in nature. It has
been aggravated by the long-term macro-economic
policies of developed countries,

11. Developed countries have maintained policies
that negatively affect the international economic en-
vironment, weaken demand for developing countries’
exports, put a downward pressure on commodity prices
and aggravate the debt problem. The control of infla-
tion, which is cited as a positive result of their policy
stance, has, in fact, been brought about largely through
the collapse of commodity and oil prices.

12. Multilateralism has been on the wane. The
stalemate in economic negotiations between developing
and developed countries has hardened. The weakening
of multilateral co-operation for development has fed to
a growing asymmetry in burden sharing and adjustment
efforts between developing and developed countries.
Many developed countries have shown a marked
preference for bilateralism in their external economic
relations, resorting increasingly to such policies for
political purposes.

13. Developing countries have not received substan-
tial external resources commensurate with their develop-
ment needs, This situation is illustrated in the inad-
equate implementation of the United Nations Pro-
gramme of Action for African Economic Recovery and
Development 1986-1990 and more generaily in the plight
of the least developed countries, whose efforts at
domestic resource mobilization will not achieve their
development objectives without substantial additional
external rescurces and increased export earnings.

14. Such a crisis coexists with important changes in
the international economy. New and powerful actors
are emerging, producing a multi-polar economic world.
There is increasing interaction among countries with
different economic systems. The economic in-
terdependence of all countries has been intensified by
the increasing share of external trade in national
economic activity and by the internationalization of
production and capital. Transnational congiomerates
have become powerful actors enjoying unprecedented
economies of scale and scope. A new wave of
technoiogies is radically altering patterns of demand,
production and trade. The concentrated control of these
technologies is creating new strains in international
economic relations, As a result of these changes the
world economy is becoming more complex.

15. 1In the present circumstances the potential for
growth in the developing countries cannot be realized,
If, however, external constraints are removed and the
required systemic changes made, they can contribute to
the sustained expansion of world trade and growth in
the foreseeable future,

111

16. The post-war international economic system has
ceased to serve adequately its stated objectives of pro-
moting world-wide economic and social progress,

17. There has not been a meaningful and com-
prehensive policy initiative to enhance global economic
¢o-operation on the basis of interdependence, equity
and shared responsibilities. Instead, a new tendency has
emerged in some quarters of the developed countries to
play down the influence of the external economic en-
vironment on the development process and to insist on
the primacy of domestic policy reform based on the ef-
ficacy of spontanecus market forces alone. This ap-
proach, not even applied by its major proponents, is in-
adequate to address development problems, carries the
seeds of social and political instability and ignores the
complexity of the contemporary world economy. This
approach enables the transnational corporations to
move freely goods, raw materials, services, data and
capital across national frontiers, at their discretion.

18. The international community should combine
its forces and engage in dialogue to work out the
characteristics and mechanisms of a comprehensive in-
ternational economic system, based on the principles of
equity, justice, harmony and universality and on the
sovereign rights of States. Development, growth,
employment and social progress should be its central
objectives, The system should give full recognition to
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the interdependence between money, finance, trade and
development.

19. The expansion and diversification of trade, in-
cluding trade among developing countries and among
countries having different economic and social systems,
is one of the mosi important instrumentalities for
achieving these objectives. Trade expansion should be
based on the principles of multilateralism and non-
discrimination and be pursued within a framework of
co-operative interaction among States. The ability of
developing countries to expand trade presupposes ex-
panded market access for their exports and increased
availability of financial resources. Liberalization could
only be pursued to advance their development objec-
tives.

20. Such a framework for promoting development,
growth and trade must have a sound and equitable
counterpart in the monetary and financial spheres. This
should facilitate a durable, global and equitable sol-
ution to the debt crisis. It should secure a substantial in-
crease in flows of financial resources for development
on an assured, continuous and predictable basis. Above
all, it should lead to a substantially transformed inter-
national economic environment, responsive to and sup-
portive of the process of development.

21. Development would be a fragile goal without
peace. Peace without development would be unat-
tainable. An international economic system, having as
its central objectives development, growth, employment
and social progress will promote peace and security.
Such a system should facilitate the channelling of
resources released by disarmament into productive use
and consumption to better the human condition.

134

22. UNCTAD is an institution born of the collective
will of the international community. I[ts universal
character, its historic development orientation and its
unique, cross-sectoral and inter-disciplinary approach
make UNCTAD an important link in the chain of inter-
national economic relationships. The crucial need for
development calls for the enhancement of UNCTAD’s
effectiveness and its responsiveness to current and
future problems, as well as for maintaining the integrity
of its mandate and its functions and of the means to
fulfil them. The seventh session of the United Nations
Conference on Trade and Development provides the
member States with a signal opportunity to strengthen
multilateral co-operation for develpment and to
strengthen the institution of UNCTAD iiself, The
results of UNCTAD VII will have an important in-

fluence on the attitude of the developing countries
towards other international negotiations and activities.

¥

23. Developing countries cannot afford to rely only
on external impulses to overcome the serious economic
and social crises confronting them. The implementation
of the Arusha Programme for Collective Self-Reliance
and Framework for Negotiations® and the Caracas Plan
of Action® has, therefore, acquired greater urgency. It is
imperative further to ¢expand and deepen economic ¢o-
operation among developing countries (ECDC) as an
integral part of the efforts to promote a restructuring
of international economic relations. The Global System
of Trade Preferences among Developing Countries
(GSTP) is the most important ECDC activity on which
concrete and substantial progress is under way. Effec-
tive steps should be taken to complete the first round of
negotiations under the GSTP at the Ministerial Meeting
in Belgrade, as visualized in the Brasilia Declaration.®

24, We, the Ministers of the Group of 77, have
presented our appraisal of the current international
economic situation and outlined our approach towards
the harmonious and equitable reconstruction of inter-
national economic relations aimed at ensuring develop-
ment and employment for all, We have done this in the
hope that our partners in UNCTAD would share with us
their perceptions and approach. We believe that it is
possible to further our co-operative search for a stable
system of international economic relations, without
necessarily compromising on our respective world
VIEWS,

25. We believe that all the States members of
UNCTAD share cotmmon interests and objectives. We
also believe that we have a commeon stake in solving the
present crisis. We expect our partners, particularly those
who have relatively greater economic stremgth, to
muster sufficient political will and seize the opportunity
provided by UNCTAD VII. This occasion should be
harnessed not only to launch a dialogue in a wider con-
text for longer-range objectives but also to agree upon
concrete measures in specific areas of the agenda of the
Conference which need urgent solutions,

a Adopted at the Fourth Ministerial Meeting of the Group of 77,
held at Arusha, United Republic of Tanzania, from 6 to 16 February
1979; see Proceedings . , . Fifth Session, vol. 1, annex VI.

bSee ‘“Report of the High-Level Conference on Economic Co-
operation among Developing Countries’’, Caracas, 13-19 May 1981
{A/36/333 and Corr.1).

¢ Adopted at the Meeting of the Negotiating Committee of the
GSTP, held at Brasilia on 22 and 23 May 1986 (see GSTP/MM/
BRASILIA/3/Part 3).
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B. ASSESSMENT AND PROPOSALS BY THE GROUP OF 77 RELATING TO
THE SEVENTH SESSION OF THE CONFERENCE*

Parr I
ASSESSMENT

This assessment presents the views, expressions and
analysis of the Group of 77 Ministers on the inter-
national economic environment which form the basis
and rationale for the proposals, policies and measures
adopted by the Ministers.

As the common position of the Group of 77 on the in-
ternational economic situation, this assessment has been
made to facilitate the understanding of the other groups
and for a consiructive dialogue and consultations prior
to the commencement of negotiations at the seventh ses-
sion of the United Nations Conference on Trade and
Development.

1. INTRODUCTION

1. On the eve of the sixth session of the Conference
the Group of 77, in placing before the international
community the Buenos Aires Platform, summarized the
then-prevailing economic situation and outlook in the
following words:

The wotld economy . .. is engulfed in the most pervasive and
dangerous crisis since the 1930s. This crisis has already imposed in-
calculable costs on all groups of countries. It has taken a heavy toll of
the international trade, monetary and financial systems. Recent in-
dications point to some alleviation of economic stagnation in certain
developed countries, but a sustained long-term recovery is nowhere in
sight. The essential elements of the crisis remain unabated and the
situation is displaying all the symptoms of a global depression. Unless
resolved, the crisis will inflict even greater damage on the world
economy, with far-reaching implications for peace and stability.4

2. On the eve of the seventh session of the Con-
ference, none of the essential elements which have
characterized the deepening malaise in the global
economy has been resolved.

3. The developing world is facing a crisis of un-
precedented gravity. In many developing countries the
development process has been severely retarded. There
is a widespread debt crisis. Primary commodity prices
have fallen to unprecedented levels. Real interest rates
are extraordinarily high, exchange rates volatile, The
flow of financial resources, including ODA, has been
much reduced and in fact several countries suffer
substantial net outflows. Investment in infrastructure,
machinery, and human resources has been drastically
cut. Societies and political systems are under acute
strain. The least developed countries, because of their
structural vulnerability, are the most serious affected.

4. The policies of the major market-economy coun-
tries continue to compound this grim situation, itself a
product of the interaction of those policies with the
historical legacy of uneven world development
manifested in asymmetrical capabilities as between
developed and developing countries. Instead of pro-

* Text issued at the Conference as TD/330 and Core.I and 2,

d See Proceedings . . . Sixth Session, vol. I, annex V1, section 11,
paragraph 2.

viding remedies, industrialized countries with the
capacity to do so are abdicating their responsibilities
behind dogmatic assertions of faith in market forces
and unrealistic assessments of the developing countries’
ability to cope with the adverse external economic en-
vironinent.

5. While the oil price decline of the last two vears
led to sizeable savings on the part of the industrialized
countries, there has not been even an attempt to recycle
the funds so saved for the purpose of development, and
to offset illiquidity in many developing economies. Nor
has there has been a corresponding reduction in prices
of the industrialized countries’ manufactures. Taken
together with the fall in prices of other commodities in
real terms, this combination of factors has enabled the
industrialized economies to keep inflation rates low
without stimulating growth in developing countries, a
sithation made inevitable owing to the enormously
deflationary effect of unrequited reverse flows of real
resources.

6. The development of their societies is the primary
responsibility of developing countries and it is their ob-
jective to restructure themselves to reduce their
vulnerability and derive advantage from producing for
the world market. The deterioriation of their external
environment which underlines the present crisis is
bevond the control of the developing countries. Neither
their own efforts nor market forces can provide a sol-
ution in the absence of a fundamental change in the at-
titudes and policies of the industrialized countries.

7. Developing countries have a major stake in the
proper functioning of the global economic system, since
development itself is decisively conditioned by external
trading and finance. The Group of 77 believes that the
arduously negotiated agenda for the seventh session of
the Conference provides a timely and valuable oppor-
tunity to the international comuntunity to devise a
coherent multilateral strategy for revitalizing develop-
ment, growth and international trade in a more sup-
portive international environment.

8. It would be most unfortunate for the future
prospects of a global economy if commitment to taking
specific actions in several interrelated areas is delayed
any longer. It would be even more unfortunate if the
very painful and politically risky national policies and
programmes already under way in the developing coun-
tries fail to produce positive results for these countries,
as well as for the global economy, simply because those
who have the power and the influence continue to
hesitate to take measures in critical areas in need of im-
mediate corrective action.

9. The seventh session of the Conference will be an
opportune occasion for the internationat community to
examine the interdependence of the world economy and
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the consequences of the current economic situation for
the trade and development of the developing countries.

10. The Group of 77, guided by its firm belief in
multilateralism, expresses a fervent hope that its sub-
missions on the various items of the agreed agenda for
the seventh session of the Conference will persuade all
participants to agree to take specific action in the areas
covered by the agenda which constitute the essential
elements for revitalizing development, growth and inter-
national trade. The decisions emerging from the seventh
session of the Conference will have an important in-
fluence on the attitude of the developing countries in
regard to other international economic negotiations and
activities.

2. OVERALL TRENDS

11. The past few years have witnessed widespread
breakdowns of the development process and an inter-
national debt crisis of unprecedented breadth, duration
and gravity. Most developing countries have suffered a
sharp reduction in their pace of economic growth, and a
number have undergone contraction. Per capita in-
comes have fallen back to levels surpassed a decade ago,
both capital accumulation and living standards have
been cut, and investment in human resources and stan-
dards of education, health and nutrition have also been
adversely affected. Thus, both actual growth perfor-
mance and future development prospects have been
severely damaged.

12. This constitutes a crisis in developmeni that is
unprecedented in breadth and depth. Its underlving
cause has been the deterioration of the external trading
and financial environment.

Real interest rates have become and remained extra-
ordinarily steep.

Commodity prices in real terms have collapsed io their
lowest levels since the 1930s Great Depression.

At the same time, developing countries have suffered a
loss of export markets mainly owing to the inten-
sification of protectionism and the slowing of growth
in their principal markets.

Furthermore, as growth in developing countries has
dropped, so has the dynamism of their mutual trade.

ODA in real terms has stagnated.

Exchange rates of the major world currencies have been
volatile and misaligned and abnormal developments
have occurred in current-account imbalances.

There has been a sharp contraction of international
liguidity in relation to the volume of trade and the
needs of developing countries.

13, Many developing countries, after incurring in-
creased debt service charges as a result of higher interest
rates and a shrinkage of capacity to service debt due to
the deterioration of their terms of trade and export
earnings, have also suffered an abrupt collapse of lend-
ing by international capital markets, commercial banks
in particular. Indeed, several countries have suffered net
outflows amounting to a significant portion of GDP.
Yet, developing countries, generally, have continued to
fulfil their commitments to service their debis.

14. Although OPA flows from developed countries
have barely reached half of the internationally agreed

targets in recent years, military expenditure has
amounted to more than 5 per cent of world output and
20 times the total net flows of ODA. This is one of the
principal underlying reasons for the failure of the inter-
national economic system to provide adequate resources
for development. The quality of ODA flows has
deteriorated, both through the increased tendency to
utilize them for commercial purposes and through a
more severe conditionality. Furthermore, policies and
procedures of developed donor countries have become
more stringent for recipient countries, The levels of
direct foreign investment and of officially supported ex-
port credits have also dropped, in part due to the cut-
backs in investment levels in developing countries
following the tightening of the balance-of-payments
constraints.

15, The combination of these adverse developments
has caused the net flow of financial resources to
developing countries to contract drastically and even to
become strongly negative. In 1985 alone, developing
countries made net outward transfers totalling $31
billion. This abnormal situation has forced a number of
developing countries to resort to import compression,
amounting to several percentage points of their national
income, in order either to reduce their balance-of-
payments deficit or to seek persistent trade surpluses-—a
burden which is additional to the income losses incurred
through terms-of-trade deterioration and loss of export
market growth. Thus, for the first time after the col-
onial era, developing countries as a whole are again
becoming net suppliers of resources to industrialized
countries. This is a grave set-back for the cause of
development and threatens to further weaken the trade
and payments system,

16. The massive reduction in absorption of goods
and services required to make up for the worsened
trading environment and financial haemorrhage has not
only disrupted the economies of developing countries,
but also has accentuated social tensions, and, in a
number of countries, led to a deterioration of living
standards and aggravated food shortages; and as dif-
ferent segments of society have sought to protect their
real incomes from being eroded, it has greatly fuelled in-
flationary pressures.

17. At theinternational level, the extraction of trade
surpluses from developing countrics has intensified
trade tensions and provided further impetus to the
growth of protectionist pressure, by depressing output
and employment in developed countries.

18. Despite the need to open markets further to ac-
commodate the adjustments being made by developing
countries, new and more sophisticated trade restricting
measures have been applied in addition to the level of
protectionism that hampers exports from developing
countries.

1. The adjustment effort required of developing
countries has been especially onerous because of the
failure of developed countries to reverse the shocks that
their restrictive macro-economic and irade policies have
inflicted in developing countries. Consequently, real in-
terest rates have remained extraordinarily high, and the
demand for developing countries’ exports low; com-
modity prices and the terms of trade of developing
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countries have remained acutely depressed; and protec-
tionism has continued to escalate, despite commitments
regarding standstill and roll-back. The only significant
achievement of the policy stance of the developed coun-
tries has been the conguest of inflation—and this has
for the most part been gained at the expense of develop-
ing countries, through the downswing in oil and non-oil
commodity prices.

20. Despite the public promotion by industrialized
countries of market mechanisms as the solution to all
problems, interventionism is increasingly resorted to by
them to protect the lenders’ interests, and ‘‘concerted
lending’’ has been found expedient to avert default, to
spread risks and to *‘discipline’’ the borrower. Bank
rescues have often resulted in an extension of public
ownership, despite their emphasis on privatization, and
creditors increasingly press developing countries to
nationalize the foreign debts of the private sector. At
the same time, market principles continue to be
flagrantly violated by industrialized countries in inter-
national trade through a wide array of increasingly
restrictive barriers, particularly in the case of manufac-
tures, quotas and through subsidies and support-price
schemes in the case of commodities.

21. The interrelationship of money, finance, trade
and development is still neglected in the attitudes and
policies of the major developed countries. Thus, the
absence of a co-ordinated and integrated set of policies
directed at growth, together with deficiencies in the
international monetary system which lacks a truly
multilateral and coherent framework, have left the
global economy deflated, and consequently unable to
ensure the revitalization of international trade and
development and mutually satisfactory resolution of the
debt crisis. At the same time, the uneven approach being
followed to the debt and development crisis, which
parallels and reinforces other asymmetries and in-
equities in the international economic order, militates
against a revival of the development process and renders
the debt of developing countries a drag both on their
development and on the growth of the world economy
as a whole. It is clear that debt cannot be repaid under
present conditions and without sustained economic
development.,

22. Developing countries thus cannot share the
complacency regarding world economic trends which
prevails in certain quarters in developed countries and
stems from an inflexible attachment to restrictive and
unco-ordinated policies, regardless of their global con-
sequences, These consequences are extremely dangerous
for all; indeed they even pose a threat to the inter-
national financial system and the functioning and
credibility of the internationai trading system. Thus, the
general economic environment induced by the policies
of major industrialized countries constitutes an obstacle
to the development efforts of developing countries.

23. At the same time, international control of the
monetary situation is maintained by a few important in-
dustrialized countries, which attempt to influence it to
favour their own national interest, International liquid-
ity managed by the IMF is at its lowest level in years,
and strains and stresses that have affected the financial
system are becoming increasingly unmanageable. The
case for an independent international reserve currency

becomes stronger by the year, in view of the distortions
and the stresses which continue to be experienced in the
international monetary and trading systems, owing to
the impossibility of reconciling nationa) interests of one
or a group of countries with those of the requirements
of a sound, integrated international monetary, finance
and trading system, serving the interests of all countries,
developed as well as developing,

24. On the trade front, it is important to ensure that
the Uruguay Round of negotiations contribute to the
emergence of a truly international trade régime con-
ducive to growth and development with a clear recog-
nition of the needs of developing countries. However, as
these negotiations get under way, prospects of im-
plementation of the commitments on standstill and roll-
back remain clouded. And if the re-negotiated MFA is a
portent at all, it is one of pressing the developing coun-
tries to retreat into their own backyard, instead of pro-
viding them with a reason to hope for the establishment
of a just and efficient international division of labour in
accordance with each couniry’s potential, as well as
development. The aims of the Uruguay Round, even
with the maximum effort at mutual multilateral 2accom-
moedation, will be achieved only very partially, in the
absence of commitments to deal with the essential
elements of the global economy which demand resoiute
action.

25. The most serious development in the trade
policy area in recent years has been the tendency on the
part of some developed countries to seek linkages be-
tween trade in goods and other matters such as develop-
ing countries’ policies in regard to foreign direct invest-
ment, protection of inteilectual property, services and
fair labour standards. Trade which is a means of self-
reliant development is in danger of becoming an instru-
ment in the hands of certain developed countries for im-
posing unacceptable linkages on developing countries
dependent on trade.

26, The evolution of (rade relations with the
socialist countries of Eastern Europe, involving a
relatively small number of developing countries, offers
promising prospects for widening and deepening the
process. The recent policy initiatives regarding export of
a complete package of capital and technology, oriented
towards joint ventures with developing countries, can
make a steady contribution to capital formation within
the economies of the developing countries, if increased
resources are made available to assist in the build-up of
necessary infrastructure as well as research and develop-
ment efforts in the developing countries concerned.

27. Commodity-dependent developing economies
have been severely emasculated in recent years owing to
accumulating diminution of purchasing power resulting
from prolonged decling in prices. For at least two
decades, taking a long-term view of prospects for
development of the countries dependent on commodity
trade, concern has been expressed about how to achieve
commodity-based development, price stabilization,
market access and human resources development aimed
at improving agricultural husbandry, processing and
diversification, without which domestic measures and
policies have a very limited impact.

28, It was to address these essential elements of a
commodity-dominated economy that UNCTAD suc-
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ceeded in evolving a comprehensive Integrated Pro-
gramme for Commodities, including the Common
Fund. The IPC/Common Fund scheme is intended, in a
fundamental manner, to achieve price stabilization that
is consistent with development. Until this central issue is
dealt with decisively, the industrialized countries must
provide adequate compensatory finance resources. If in-
ternational trade is to have a sound and durable basis on
which it can be sustained with benefit for all par-
ticipants, then it must have healthy trading partners
with a permanent stake in it. The international com-
munity must make every possible effort to give the IPC
and the Common Fund a fair chance for the package to
make a distinct and significant contribution to this pro-
cess.

29, A cause of continuing concern to developing
countries is the lack of concerted multilateral action in
adopting and carrying out decisions of great importance
to the international community, Smaltl groups like the
Group of Five agree among themselves on financial and
monetary questions that affect the global economy as
well as the economies of individual countries, Thereis a
clear need to make full use of various multilateral in-
stitutions and forums established to handle economic
issues, and the points of view of the developing world
must no longer continue to be ignored.

3. RESOURCES FOR DEVELOPMENT, INCLUDING FINANCIAL,
AND RELATED MOMETARY QUESTIONS

30. More than four years after the emergence of the
crisis the approach of developed creditor countries to
the debt problem continues to be inequitable, one-sided
and partial. Furthermore, neither the operational
policies nor the time frame which the IMF and the
World Bank adopt and recommend to the developing
countries in the monetary, financial and trade spheres
are coherent, thus causing adverse effects on their
economies. While ostensibly ‘‘case-by-case’”, such ap-
proaches have in reality been based on certain uniform
principles which fail to address the fundamental pro-
biems:

They have been designed exclusively to protect the
short-term interests of creditors, and have been
oblivious to differences in developing countries’
capacity to pay.

They have wrongly assumed that the debt crisis stems
from mismanagement by debtor countries, and have
therefore ignored the need for symmetrical adjust-
ment in developed and developing countries.,

They have been based on simplistic preconceptions
regarding appropriate policies, which fail to take due
account of differences in the stage of development
reached and in social and political conditions.

Instead of providing debtor countries with sufficient
resources to allow them to strengthen and restructure
their productive capacities, they have required the
economies of debtors to be tightly squeezed to
generate an outward transfer of resources. This has
led furthermore to a negative social impact affecting
the stability needed for sustained economic growth.

31. As a result of these flaws, responsibilities for
dealing with debt problems have not been equitably
distributed between the various parties involved: the ad-

justment costs, and the economic and social costs of
debt service have been borne exclusively by the develop-
ing debtor countries. Maturity, grace and consolidation
periods have remained short. The supply of new finance
has sufficed only to keep debtor countries current on in-
terest payments, allowing little or no margin for income
growth even in per capita terms. This has been accom-
panied by the imposition of rigid and inappropriate con-
ditions.

32. As the room for contractionary adjustment has
become exhausted and the limits of political and social
tolerance reached or even exceeded, recognition in prin-
ciple has at last been given to the fact that, without
resuming development, debtors will not be able to meet
their obligations in the long run regardless of their
agpiration to do so; and moreover, that without external
resources, development and growth cannot be revived.
However, there is a sheer contradiction between this
recognition in principle of the need to place growth and
development at the centre of the debt strategy and the
continued calls upon developing countries to make fur-
ther restrictive adjustments. The Group of 77 cannot
but perceive an ironic note in these calls when develop-
ing countries are forced to transfer more resources to
developed countries than they receive from them.

33. The inadequacy and insufficiency of recent in-
itiatives such as the Baker plan are now fully evident,
Their underlying approach is not consistent with the In-
ternational Development Strategy. Such approaches
merely seek to continue the shift towards laissez-faire
policies in developing countries, by making available
only a modest level of ““involuntary lending’’ by banks
and, now that the IMF has become a net taker of funds
from the developing world, giving an enhanced role to
the World Bank. They therefore fail to provide a mean-
ingful strategy which would be commensurate with the
scale and nature of the crisis and capable of restoring
creditworthiness and the momentum of growth and
development, They continue to misplace the onus of ad-
justiment action on debtor countries instead of linking
action on the debt front with action to revitalize the
world economy as a whole, The latter would require ¢o-
ordinated action involving the participation of develop-
ing countries, not just the Group of Five to redress the
present asymmetry in the international monetary
system, and in particular to reduce real interest rates,
strengthen commodity prices, expand liquidity, improve
access to markets, and assure exchange rate stability.

By overestimating the extent and speed of the benefits
that could flow from the structural policy reforms ad-
vocated and from direct foreign investment, and
underestimating the difficulties and drawbacks of
each, they call for further heavy sacrifices from the
populations of debter countries, The sacrifices
already made have themselves been excessive.

They fail to recognize the need to tailor debt-service
costs to debt-servicing capacity.

They fail to assure an adequate supply of resources,
either from the private banks, or through the World
Bank, and in particular IDA, the Special Facility for
sub-Saharan Africa, or through the IMF’s Structural
Adjustment Facility, These facilities are very small in
the light of their stated objectives. The Special Fa-
cility for sub-Saharan Africa, for example, has
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already committed more than half of its resources in
the first year of its activity and will be discontinued
effective July 1987.

34. For most developing countries the debt situation
remains the most severe strain on growth. Perspectives
are gloomy if the framework is not changed since, for a
number of developing countries, debt obligations ex-
ceed the capacities of their economies. What is even
more intolerable is the increasing conditionality at-
tached to the remaining and highly insufficient financial
flows from developed to developing countries, which
often tends to undermine their independence and
sovereignty in the choice of their development priorities
and their social and political system.

35. The world economic crisis has extracted a heavy
toll from all developing countries, especially those
which for historical reasons have to contend with a large
mass of poverty and living standards which provide
little margin above the poverty line. Their adjustment
efforts have reached and sometimes exceeded the limits
of social tolerance. ODA flows have been stagnant and
insufficient. Substantial additional concessional finance
through multilateral sources is needed both for adjust-
ment and development.

36. Additional financing is needed. Funds must be
mobilized and new instruments need to be devised to
stop and reverse the negative transfer of resources now
taking place, which hampers accumulation of capital,
thus stifling development, Efficiency has to be part of
the development process, but no change, within reach,
in efficiency in the use of resources through structural
adjustment can offset the siphoning of resources as a
result of their transfer abroad. Without resources there
can be no expansion and without expansion it will be
impossible to create the dynamic climate needed to
stimulate investment, the only path to growth.

37. However, the magnitude of the problem is such
that an increase in external financial flows alone would
not be sufficient for its solution., Parallel and co-
ordinated action is needed to lower iitterest rates, ease
the liguidity shortage experienced by developing coun-
tries, raise commodity prices, achieve exchange-rate
stability, increase access to developed countries’
markets for products of developing countries, et¢c. Co-
ordination is needed to redress the present asymmetry in
the functioning of the iniernational monetary system,
The aim of the system—to serve equitably the inter-
national community—cannot be achieved with the pre-
sent extremely high concentration of decision-making
power among a few most developed countries. Co-
ordination is inconceivable without the active participa-
tion of the developing countries. The world can no
longer sit back and watch a spectacle in which the fate
of all is decided by the few,

38. In promoting enhanced and equitable inter-
national co-operation in the field of money and finance
including debt, UNCTAD has a unique role to play, be-
ing the essential organ for the consideration of financial
and monetary questions related to trade and develop-
ment. The seventh session of the Conference should, in-
ter alia, aim at translating the elements contained in
General Assembly resolution 41/202 on the external
debt crisis and development into a broader set of more

concrete operational guidelines and action-oriented
measures.

39, If the necessary commitments are not under-
taken in these areas, the developing countries will face
an extremely serious situation which will force them to
limit resource transfers to the industrialized countries in
order to avoid greater social and political instability.

4. COMMODITIES

40. Two thirds of developing countries’ export earn-
ings 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 and the terms of trade of develop-
ing countries, Despite a short-lived mild recovery in
1983-1984, the general trend for commodities has been
sharply downwards. Thus, the annual average index in
1986 was about 30 per cent lower than at the beginning
of the decade in current United States dollars and about
20 per cent in real terms. Commodity prices are now at
their lowest level since the Great Depression of the
1930s. The prices for petroleum have substantially
declined since 1982, All commodity categories—food,
agricultural raw materials and minerals—have suffered
these declines in prices.

41. The volume of developing countries’ commod-
ity exports rose by only 11 per cent during the period
1980-1986 and thus their real earnings from these ex-
ports were 20 per cent lower in 1986 than in 1980. This
decline has aggravated their budgetary, debt-servicing
and balance-of-payments difficulties.

42. This situation poses an especially serious prob-
lem for Africa and other subregions in view of the
generally higher dependence of the countries of this
region on primary commodity exporis, particularly on
food and beverages and minerals and metals; their
declining market share for commodity exports; and
their lower level of commodity processing and manufac-
turing.

43, The major factors which have influenced com-
modity markets are both cyclical and structural,
Cyclical factors include the deflationary macro-
economic policies of developed countries, exchange rate
fluctuations and high real interest rates. Structural fac-
tors also include macro-economic policies of developed
countries such as subsidies and support price
mechanisms, protectionist measures, as well as
technological developments and substitution. All have
contributed to the persistent downward fall of prices.

44, In the short and longer term the outlook for
commodity prices is not expected to improve
significantly. Slow growth in the industrial countries,
continued protectionist practices and subsidized exports
by these countries, supply pressures and underutilized
capacitiecs are among the factors that constrain the
recovery of most commodity prices.

45. The developed countries have sharply curtailed
their import needs through increased production of
various commeodities. Protectionist measures and other
massive support policies for domestic producers as well
as strategic objectives have encouraged production and
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generated large surpluses of agricultural products and
increased the stock of minerals and metals in the
developed market-economy couniries, placing the com-
modities of developing countries at a competitive disad-
vantage and adversely affecting commodity prices.

46. In this connection, it is interesting to note that,
although developing countries have together earned
about $75 billion annually from their agriculiural com-
modity exports during the past few years, the United
States, the European Economic Community and Japan
have spent approximately $42 billion annuaily on their
agricultural support programines.

47. Protectionist measures introduced by the
developed countries have shut off commodity markets,
as for example, the EEC market for meat, the Japanese
market for rice and the reduction of the sugar market in
the United States through quota restrictions, [nternal
taxes on tropical products have also put these products
at a disadvantage vis-¢-vis the alternative products
originating in the developed countries, Such taxes also
have negative influences on the consumption of these
products,

48. The economic recovery of the developed coun-
tries from the recession of the early 1980s was not strong
enough or long enough to influence the commodity
economy significantly. It therefore failed to carry with it
a parallel increase in the level of aggregate demand for
commodities and in the export earnings and import
capacities of the developing countries.

49. It should also be stressed that exchange-rate
fluctuations have disruptive influences on the prices of
commodities and impose additional management and
adjustment responsibilities on developing countries.

50. In this context, and in view of the decline of
prices and the subsequent shorifall 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 obli-
gations,

51. Globally, rising stock levels, with interruptions
in 1979 and 1983, and increasing production have
outrun consumption ever since 1978, Although there
were some variations between the various product
groups, the cyclical downturn in consumption was much
more marked and the subsequent recovery failed to
close the gap.

52, Competition over a narrow range of products in
a limited and depressed market, therefore, often led to
market gluts and ¢consequently to price slumps,

53, The situation is alarming. Therefore, any effort
aimed at revitalizing growth and development of
developing couniries should lend particular focus to the
critical short-term and long-term issues of commodities.

5. INTERNATIONAL TRADE

54. The developing countries’ share of world trade
continues to decline. Despite the stated objectives of the
international community, their exports of manufactures
have ceased 1o grow, and their share of world produc-
tion of manufactures has increased only marginally.
Although developing countries have been obliged to

reduce imporis, their economies continue to provide
markets for exports from developed countries and a
buffer against the unemployment problems of these
countries.

55. It is difficult to envisage any progress in this
respect in the current international trading environ-
ment. Protectionist pressures are on the rise and are be-
ing manifested in new legislation and trade restrictive
actions in the developed countries. Such actions have
been largely aimed at products where developing coun-
tries have achieved a comparative advantage, and there
has been a proliferation of measures applied against
developing countries on a discriminatory basis, in con-
flict with the rules and principles of the international
trading system. A clear tendency exists towards an ex-
tension of market-sharing arrangements to cover more
products and more developing countries; in fact, the in-
ternational trading system threatens to become a web of
markei-sharing arrangements rendering irrelevant the
rule of nco-discrimination and comparative advaniage.
There has been little progress in particular in working
out specific programmes of action to facilitate struc-
tural adjustment in industrial countries in those
economic sectors in which they have applied protec-
tionist measures during long periods or on repeated oc-
casions on account of loss of comparative advantage.

56. Trade policy actions of developed countries are
being characterized by a growing disregard for multilat-
erally agreed principles and concepts, arbitrariness and
patent infringements of international commitments, An
atmosphere of indiscipline prevails in the trading
system, Bilateral solutions are increasingly being sought
ouiside the framework of multilateral rules and prin-
ciples and multifateral reciprocity is giving way to the
bilateral balancing of trade. Major trading countries are
unilaterally imposing their criteria as to what constituie
“unfair”’ trade practices, and assuming the right to take
retaliatory measures against the trade of developing
countries, often in response to their domestic policies
outside the trade field, such as in the arcas of foreign
direct investment, protection of intellectual property
and services, Trade sanctions have been and continue to
be applied against developing countries for political
Teasons, despiie the condemnation of such actions by
the General Assembly.

57. Developing countries have also become the in-
nocent victims of trade disputes among the major
economic powers, as witnessed by the current compe-
tition in the agricultural subsidies,

58. In such an environment, the multilaterally
agreed principles of differential and more favourable
treatment and non-reciprocity in favour of developing
countries have been seriously eroded and even called in
question by the developed countries. The most striking
examples have been the unilateral application of
“graduation’ by the developed countries and their
growing tendency to condition the continnation of GSP
benefits upon reciprocal actions by developing coun-
tries, including with respect to services, investment and
other issues outside the trade field.

39. International trade is increasingly characterized
by oligopolistic structures, and inter-firm trade of
transnational corporations has become a major portion
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of such trade. The concentration of market power in
these corporations has been enhanced by conglomerate
mergers. Restrictive business practices instituted by such
entities have constituted impenetrable barriers to the ex-
pansion of trade of developing countries. The lack of
binding mulitilateral rules on restrictive business prac-
tices has facilitated the circumvention of international
trade commitments.

60. There has been a striking lack of progress in the
implementation of the commitments accepted at the
sixth session of the Conference. The application of the
repeated commitments with respect to standstill and
roll-back have not been reflected in actual performance,
even in the light of the most recent Ministerial Declar-
ation on the Uruguay Round. Little progress has been
made towards a comprehensive understanding on
safeguards, based on the MFN principle, essential 1o the
proper functioning of the trading system. At the same
time, the harassment of developing countries’ trade by
anti-dumping and countervailing actions has inten-
sified,

61. Furthermore, the recognized need for inter-
national co-operation (o strengthen agricultural and
agro-industrial production in developing countries—of
particular importance to African countries—has not
materialized. In fact, barriers to market access for such
products have contineed and even increased.

62. Conference resolution [59 (VI) instructed the
Trade and Development Board to review and study
developments in the international trading system with a
view to making recommendations on principles and
policies related to international trade and proposals on
strengthening and improving the system with the ajm of
giving it a more universal, dynamic and development-
oriented character. This resolution derived from the
fundamental mandate of UNCTAD as spelled out in
General Assembly resolution 1995 (X1X), which also
assigned to UNCTAD the function of initiating action
where appropriate, in co-operation with the competent
organs of the United Nations, for the negotiation and
adoption of multilateral legal instruments in the field of
trade.

63. The inaction in the areas described above can be
attributed to the prevalence in certain guarters of
preconceived ideologies guestioning the very basis of
multilateralism and of the basic approach underlying
UNCTAD philosophy. Attempts are being made to
focus debate in UNCTAD on the autonomous develop-
ment policies pursued by developing countries. At the
same time, trade is becoming an instrument in the hands
of ceriain developed countries for imposing unaccept-
able linkages on developing countries with respect to
such development policies, and for expanding the
economic space of the TNCs. The lack of progress in the
trade area in UNCTAD and the systematic attempts to
transpose the dialogue on trade and development to less
universal and narrowly conceived forums merely go to
confirm this.

64. UNCTAD has—and must continue to play—a
central role in the formulation, negotiation and im-
plementation of measures in the sphere of international
trade and its interrelation with debt, money and finance
issues in a development context, The seventh session of

the Conference 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 bringing about the establishment of a truly
international trading system with the major aim of
facilitating self-reliant development of developing coun-
tries.

65. The successful conclusion of the Uruguay
Round of multilateral trade negotiations is a necessary
condition for the evolution of a truly international
trading system. However, such a system cannot be ex-
pected to emerge as a natural, much less inevitable, con-
sequence of the multilateral trade negotiations.
UNCTAD, with its mandate, character and history, is
the only forum in which to forge a trading sysiem which
is truly non-discriminatory, universal and comprehen-
sive. Moreover, its unique, cross-sectoral and inter-
disciplinary approach is ideally suited to developing
such a trading system as part of the harmonious and
equitable reconstruction of international economiic re-
lations.

Trade relations among countries having different
economic and social systems

66. UNCTAD, as a universal organization, has suc-
ceeded in elaborating multilateral guidelines and criteria
with a view 1o assisting the member countries in
developing trade and economic relations among coun-
tries having different econornic and social systems, This
is within the framework of the mandate given to
UNCTAD by General Assembly resolution 1995 (XIX)
and subsequent resolutions and decisions adopted by
UNCTAD, These resolutions aimed at, and in fact con-
tributed considerably to, the achjevement of greater
harmony of policies and performance relating to issues
of trade and economic co-operation between different
groups of countries. East-South trade and economic
relations have thus been accentuated and reinforced
through the implementation of resolutions and de-
cisions of UNCTAD regarding inter-system trade. In
view of the interdependence of all trade flows, it is con-
sidered that the expansion of trade and economic re-
lations between East and West would positively affect
the expansion of international trade as a whole, in-
cluding East-South trade.

67. It has been observed that since the sixth session

- of the Conference in 1983, UNCTAD has enlarged the

scope of its activities 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-building
and economic security in international economic re-
lations hav¢ assumed importance in inter-system trade,

68. As regards prospects for East-West-South trade
in the remaining 1980s, the position remains uncertain
in the context of the current international economic en-
vironment. There are constraints and problems to be
overcome to restructure the composition of exports and
imports and to reinforce the elements of stability and
predictability in trade exchanges, in order to achieve
sustained expansion and diversification of trade and
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economic relations among different groups of coun-
tries. In respect of East-South trade, major problems
that remain to be solved are the low level of diversifi-
cation of the developing countries’ exports to socialist
countries and the fact that the bulk of this trade still in-
volves only a limited number of developing countries.
Experience, however, suggests that there are, in prin-
ciple, good prospects for further growth of trade and
economic relations between the two groups of countries.

69. The socialist countries of Eastern Europe, which
are responsible for one third of the total world in-
dustrial output, are already playing a significant role in
the world economy. The recent process of moderniz-
ation of the foreign trade system and management,
structural adjustments and reforms in their economies,
as well as various changes in their economic and foreign
trade policies in accordance with the requirements of
their national economies and the evolution of the inter-
national environment—all these trends offer potential
for expanding and diversifying their trade and economic
relations with ali groups of countries. These develop-
menis could bring forth innovations in their economic
relations and enable them to play a more effective role,
contributing to the better functioning of the world
economy and in particular the development processes of
developing countries. There is, however, an urgent need
for a new approach and concerted efforts on the part of
ali groups of countries to adopt constructive policy
measures and initiatives to eliminate and overcome all
impediments and obstacles in order to ensure the
smooth expansion of inter-system trade flows,

70. There is a growing need for new approaches and
a meeting of minds on confidence-building, since the
evidence available indicates that the progress made in
implementing various Conference resolutions and
Board decisions is far from satisfactory. An analysis of
the developments and trends in inter-system frade also
shows that these developments still correspond neither
to the economic potential of the trading partners nor to
the existing possibilities or challenges of the 1980s and
1990s,

6. PROBLEMS OF THE LEAST DEVELOPED COUNTRIES, BEARING
N MIND THE SUBSTANTIAL NEW PROGRAMME OF ACTION
FOR THE 19805 FOR THE LEAST DEVELOPED (COUNTRIES

71. The continuing economic crisis in the LDCs,
which are the poorest and econemically weakest among
the developing countries and are faced with the most
formidable structural problems, has been a cause of
grave concern to the international community. The
structural deficiencies of these countries are manifested
in extremely low levels of per capita income, a high pro-
portion of population in the subsistence sectors, a high
rate of population growth, low agricultural produc-
tivity, a low level of exploitation of natural resources,
weak institutional and physical infrastructure, an acute
scarcity of skilled personnel, an insignificant share of
manufacturing value added in GDP, and the recurrence
of natural disasters. These factors constitute the main
causes of their extreme economic and social difficulties.
The land-locked and island LDCs, which constitute over
half of the group of LDCs, continue to face additional
probiems in their development because of their serious

geographical handicaps. The number of LDCs, instead
of decreasing, increased to 40 countries in 1986 from a
level of 31 in 1981 when the Substantial New Pro-
gramme of Action was adopted. This situation indicates
the worsening economic conditions of developing coun-
tries in general and of the LDCs in Africa, where the
number has increased from 21 to 27 countries, It was in
recognition of the difficult economic situation of the
LDCs that the international community undertook a
commitment in the Substantial New Programme of Ac-
tion to provide substantially enlarged assistance to these
countries to bring about structural transformation of
their economies and to enable them to break away from
their past and present situation and their bleak pros-
pects, towards self-sustained development,

72. 1n spite of the increased attention given by the
international community, and the international organiz-
ations, to finding a lasting solution to the problems of
the LDCs, mainly through the adoption of the Substan-
tial New Programme of Action in 1981, there has been a
significant deterioration in the overall socio-economic
sitnation of these countries since 1981, Despite the ex-
istence of the Substantial New Programme of Action,
African LDCs experienced a persistent deterioration in
their economic growth between 1981 and 1984, as a
result of the deepening domestic crisis occasioned by a
hostile international economic environment as weil as
natural calamities and disasters, notably the drought
since 1982.

73. Other LDCs have also suffered considerably
owing to cyclones and recurrent floods. These natural
disasters have considerably reduced the potential for
agricultural production, the main source of value
added, and led to the reorientation of efforts for relief
and rchabilitation activities rather than the pursuit of
development programmes.

74. The already very low per capita GDP of the
LDCs as a group declined during the first half of the
1980s and the majority of them registered negative per
capita growth rates. The average annual rate of GDP
growih during this period was 2 per cent, which
amounted to an average annual decline of 0.5 per cent in
per capital terms. This was against a positive average
annual GDP growth rate of 4 per cent in the 1970s,
Although there was a marginal improvement, to 2.7 per
cent in the GDP growth rate during 1985, that rate re-
mained far short not only of the Substantial New Pro-
gramme of Action target of 7.2 per cent, but also of the
growth rate of 4 per cent actually achieved in the 1970s.

75. The performance in the agricultural sector con-
tinues to be the main factor determining overall growth
in the LDCs. The agricuitural production per capita
continued to decline during the first half of the 1980s at
an average annual rate of 0.6 per cent. Per capita food
production also registered an average annual decline
of 0.9 per cent during the same period. The main
bottlenecks include drought, which is widespread
especially in Africa and is still being experienced in
many parts of the continent. This seriously jeopardized
food and livestock production and resulted in low pro-
ductivity generally.

76. The record of progress in manufacturing ac-
tivities, energy consumption, development of transport
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and communication, ete,, was also disappointing during
the first half of the 1980s. The average growth rate of
real GDP arising from manufacturing in most of the
LDCs in 1984 was only 1.3 per ceni. The consumption
of energy remained at an extremely low level of 313 kg
per capita in 1984, as compared to 669 kg in developing
countries as a group. In the area of transport and com-
munications, particularly in the 15 land-locked and 9
island LDCs, the situation remains critical.

77. The external trade and payments position of
most of the LDCs continued to suffer from depressed
conditions in world commodity markets, worsening
terms of trade, increased protectionism, and reduced
ODA and other iypes of financial flows and workers’
remittances. The exports of the LDCs were 10 per cent
lower during the first three years of the present decade
than the level attained in 1980, Although there was a
slight recovery in 1984, the exports started declining
again in 1985 and reached a level of 7.2 per cent below
the 1980 figure. The prices of almost all primary com-
modities of export interest to the LDCs dropped by a
large margin, and the average annual shortfall in export
earnings from such commodities was about $770 million
during the period 1978-1983. The decline in export earn-
ings had an adverse impact on capacity to import, which
also declined by 6 per cent between 1980 and 1985.

78. The worsening of the economic situation in the
LDCs during the first half of the 1980s was due, inter
alia, to the following factors:

(@) Net ODA receipts by the LDCs stagnated at
around $7 billion per anoum during the period
1980-1984, as compared with an average increase of
about 70 per cent per annum in ODA flows during the
1970s. The total level of ODA in 1984 was only 44 per
cent above the average level attained in 1976-1980 in
nominal terms, as against the commitment undertaken
by the donor countries in the Substantial New Pro-
gramme of Action to double such flows by 1985. Total
ODA flows in 1984 were 0.08 per cent of the donors’
GNP, as against the target of 0,15 per cent fixed in the
Substantial New Programme of Action:

(b) Aid from multilateral agencies registered a
decline in 1985, whereas in the Substantial New Pro-
gramme of Action there was a specific commitment for
a significant increase in multilateral assistance to the
least developed countries;

(¢) Non-concessional financial flows, which had in-
creased by an average of more than 100 per cent every
vear during the 1970s, underwent a steady decline in the
1980s, falling to only $457 million in 1984. This was
against total non-concessional flows of $1.1 billion
in 1980. Total external assistance provided to LDCs
declined from $8.2 billion in 1980 to only $7.5 billion in
nominal terms in 1984;

(@) The commitments undertaken in the Substantial
New Programme of Action to improve aid modalities in
favour of the LDCs did not materialize. The average
grant element of concessional assistance, which had in-
creased from 86 per cent in 1981 to 89 per cent in 1983,
declined to about 85 per cent in 1934. About 80 per cent
of total aid from DAC countries to LDCs in 1984 was
tied. Some initiatives have recently been taken by a
number of donors to give more emphasis to programme

aid including sectoral assistance, general import financ-
ing and balance-of-payment support, as weil as
commodity aid, food aid, local-cost financing, and
recurrent cost financing, but these measures are totally
inadequate to meet the needs of the least developed
countries;

(&) The external debt of the LDCs, which grew rap-
idly in the 1970s, worsened considerably during the first
half of the 1980s as a result of the adverse impact of the
world economic crisis on the debi-servicing capacity of
these countries. Their total external debt, including
short-term debts, is estimated to have been over $39
billion at the end of 1985, a 13 per cent increase as com-
pared to the previous year. In addition, their use of IMF
credit was estimated at $2.2 billion. Debt service
payments in 1985 amounted to $2 billion, representing
well over 20 per cent of the value of the combined ex-
ports of the LDCs, Debt service payments arising from
non-concessional debts have continued to form the
main part of LDCs® total debt service payments,
Although some debt relief has been provided by 15
DAC member countries for their ODA debt to 33 LDCs
under Trade and Development Board resolution 163
(8-1X), the debt service problem remains critical for
many LDCs. The problem has been exacerbated by a
sizeable proportion of non-commercial debt and by the
significant increase in the multilateral debt which is not
within the purview of resolution 165 (S§-1X) and is sub-
ject to multilateral reschedulings. Since the adoption of
the Substantial New Programme of Action in 1981, 13
LDCs have had recourse to the Paris Club to reschedule
their official debt and 5 LDCs to the London Club to
reschedule commercial debt. Moreover, a number of
L.DCs had to ask for another rescheduling in order to
cope with their increased debt liabilities. However, these
reschedulings have also proved to be inadequate as they
provide only temporary relief and do not entail a
diminution of debt siocks. Eventually they add to the
debi burden.

(/) Since the adoption of the Substantial New Pro-
gramme Of Action in 1981, 19 LDCs have formulated an
adjustment programme supporied by a stand-by ar-
rangement with IMF. These programmes, in the absence
of increased inflow of external financial resources, have
resulted in sharp cuts in imports, investments, budgets
and social outlays, thus further slowing down economic
growth;

(g) The continuance of tariff and non-tariff barriers
in important markets still inhibits expansion of LDCs’
exports, In spite of commitments undertaken in the
Substantial New Pregramme of Action, the 1982 GATT
Ministerial Declarations and, most recently, the Punta
del Este Declaration of 19867 many developed countries
continue to impose various types of restrictions on ex-
ports from LDCs. Moreover, the land-locked and island
LDCs suffer from high transportation costs which make
their products uncompetitive in the world market;

(A1) In view of the fact that almost 85 per cent of the
LDCs’ exports consist of primary comimodities and are
concentrated on only a few products, these exports have

¢ GATT, Basic Documents and Selected Instruments, Tweniy-ninth
Suppiement (Sales No. GATT/1983-1), p. 9.

f rhid., Thirty-third Supplement (Sales No. GATT/1987-1), p. 19.
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been hard hit by the collapse of international commod-
ity prices and the deteriorating terms of trade, The
prices of almost all primary commodities of export in-
terest 10 the LDCs have dropped precipitously. This has
adversely affected the foreign-exchange earnings of the
LDCs. The compensatory financing available to them
under the existing financing schemes is inadequate and
this has resulted in depletion of their monetary reserves
and overall capacity to mobilize finance for develop-
ment. The commitments undertaken in the Substantial
New Programme of Action for special provisions in
favour of the LDCs in terms of compensating their
commodity-related export earnings shortfalls have not
been fully realized;

{7} Assistance so far provided to land-locked and

island countries among the LDCs and measures taken in
implementing the relevant resolutions are still very

inadequate in terms of alleviating the problems con-.

fronting them.

79. The LDCs, for their part, have implemented
several measures to improve their economic conditions.
These include, among others, adoption of effective
policies to mobilize domestic resources, expand food
and agricultural production and develop their external
trade, Since the adoption of the Substantial New Pro-
gramme of Action, almost all the LDCs have designated
focal points for the implementation, follow-up and
monitoring of the Substantial New Programme of Ac-
tion. Twenty-eight LDCs have had a country review
meeting as envisaged by the Substantial New Pro-
gramme of Action. Five more LDCs are preparing for
the convening of such meetings.

80. Low and often declining per capita income not-
withstanding, several LDCs were able to achieve

domestic savings rates exceeding 10 per ceni and, in a
few areas, exceeding 15 per cent during the period
1980-1984. In an effort to further improve mobilization
of domestic resources, several LDCs have implemented
measures to make their tax system simpler and more
broadly based and to improve tax administration.
Measures have also been initiated in several LDCs to im-
prove the performance of public sector enterprises, The
development and mobilization of human resources,
through eradication of adult illiteracy, expansion of
public education, including vocational training, and
development of entrepreneurial capacities, is an im-
portant element in the development plans and program-
mes of several LDCs, Adult illiteracy rates decreased by
more than 20 percentage poiitts between 1970 and 1985
in seven LDCs. Almost all LDCs decreased their il-
literacy rate between 1980 and 1985, The number of
students undertaking vocational training in the LDCs
increased in 24 per cent between 1980 and 1984. In the
field of food and agricultural production, many LDCs
have taken steps to increase production and produc-
tivity, inter alia, by increasing the use of the market
mechanism, mobilizing the rural population and diversi-
fving production. In order better to respond to the
adverse and changing economic environment, many
LDCs have adopted appropriate policy measures to
enhance the effective implementation of their adjust-
ment programmes, Many LDCs have taken measures
for improvement of the institutional and physical in-
frastructure, in spite of limited resources, The assistance
provided by other developing countries in the coniext of
ECDC has reinforced the efforts of the LDCs
themselves to alleviate some of their problems. In spite
of all these positive measures the development prospects
of the LDCs remain bleak owing to the extremely
adverse external environment,

Part 11

POLICIES AND MEASURES, INCLUDING THOSE RELATED
TO THE INTERDEPENDENCE OF ISSUES

SeEcTioN |

Resources for developmend, including financial and
related monetary questions

A. Policies and measures aimed at the elaboration and
implementation of a growth-oriented strategy for
tackling the problems of debt and development,
based on the principles of shared responsibility,
political dialogue and co-ordination among all the
parties concerned: Governments of developed credi-
tor and developing debror countries, banks of devel-
oped countries and international financial institutions

The Conference

1. Recognizes that the lack of a durable solution to
the debt problem of the developing countries is a major
impediment to the recovery of a reasonable rate of
growth on a sustained basis in those countries, and a
source of instability in world financial markets and
distorts trade flows, affecting negatively the ability of

debtor countries to import and achieve their develop-
ment objectives, as well as the capacity of creditor
nations to export and secure sustained growth and
employment.

2. Agrees on the urgent need to halt and reverse the
net flow of financiat resources from developing debtor
countries to developed creditor countries.

3. Further agrees on the imperative need for a
political dialogue aimed at implemeniing a new, com-
prehensive debt strategy based on growth, development
and shared responsibility in order to reach a lasting
solution to the continuing debt crisis, taking into ac-
count the close inierrelationship of the monetary, finan-
cial and trade issues and bearing in mind General
Assembly resolution 41/202. Such a strategy should
be implemented through, inter alia, the following
measures; '

(a) Adapting debt-service payments of developing
countries to their real debi-servicing capacity through
measures such as limiting payments to a percentage of
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expori earnings and establishing, as appropriate, a rela-
tionship between the amount of debt service and GDP,
the evolution of commodity prices or other relevant in-
dicators of the economic situation of each indebted
developing country;

(b) Significantly increasing the availability of
resources of the multilateral financial institutions
through: (i) the expansion of capital; (i) raising of the
borrowing authority or of the lending ratio; (iii) setting
up of trust funds;

(¢) Consideration by developed donor countries of
further cancellation of the ODA debt of poorer develop-
ing countries, in particular as regards the LDCs Jeast
developed countries and the countries of sub-Saharan
Africa, bearing in mind Trade and Development Board
resolution 165 (3-IX) and the commitments undertaken
at the thirteenth special session of the General Assembly
on the critical economic sitwation in Africa;

() Immediate implementation of the recommen-
dations of the mid-term global review of the Substantial
New Programme of Action for the 1980s for the Least
Developed Countries;

(e) Consideration by Governments of developed
creditor countries and international commercial banks
of a significant lengthening of consolidation, maturity
and grace periods as well as of the reduction of bank
margins to a minimum in the context of debt reschedul-
ings;

(/Y Consideration should also be given to introducing
distinctly concessional interest rates to be applied on the
rescheduling of official and officially guaranteed loans
extended before 1987 to developing countries. In this
connection, special arrangements should be made in
regard to the debt of the LDCs, countries in sub-
Saharan Africa, and small hard-hit developing countries
in Africa, Asia and Latin America and the Caribbean,
to developed creditor countries;

(g} Extension of the procedure of negotiating debt
rescheduling of developing countries’ debt to developed
creditor countries without prior agreement with IMF;

(/) Adoption by Governments of developed creditor
couniries of appropriate regulatory and other measures
which would give international commercial banks flexi-
bility to reschedule interest payments on debts con-
tracted before 1987, to provide new loans to indebted
nations, as well as to take measures of a debt-relief
nature, such as partial writing-off of the principal and
application of concessional rates of interest.

4. The Conference, in view of the critical nature of
the present situation, welcomes and fully snpports the
initiative of creating, within the Interim and Develop-
ment Committees, a Committee of Ministers from
developing and developed countries to take up the ex-
aminaiion of the debt problem, including specific sol-
utions for low income countries, particularly those in
sub-Saharan Africa, and recommend appropriate
Measures.

B. Policies and measures gimed at substantialfy in-
creasing the flows of financial resources from
developed to developing countries, provided through
multilateral  institutions, export credif agencies,

bilateral ODA, the banking system and foreign in-
vestors

The Conference

5. Urges developed countries to redouble efforis to
achieve as quickly as possible the interpationally agreed
targets on QDA to developing countries, in compliance
with the recommendations of the Task Force on Con-
cessional Flows, so as to place ODA on an increasingly
assured, continuous and predictable basis in accordance
with the development needs of developing countries.

6. Recognizes the need for adapting the con-
ditionality criteria and the characteristics of the oper-
ations of the internmational financial institutions to the
need of achieving adequate rates of growth and of ad-
justing under conditions where external imbalances are
caused by exogenous factors; co-ordination between
IMF, the World Bank and other multilateral financial
institutions should not lead to cross-conditionality,

7. Agrees that urgent actions should be undertaken
to strengthen the role of the World Bank as a develop-
ment institution, through the doubling of its capital, the
improvement of its lending ratios, the increase of iis
financial leverage, as well as other measures aimed at
enhancing its catalytic role in order to ensure a suffi-
cient volume of net transfer of resources to developing
countries.

8. Recomunends a significant increase of IDA
resource in real terms, assuring their adequate replenish-
ment, while improving the guality of its resources,

9, Urges the World Bank to mobilize additional
resource commitments from developed donor countries
for sub-Saharan Africa.

10. Recommends an increase in the size of the Strue-
tural Adjustment Facility of IMF while improving its
essential features, particularly its growth orientation,
low conditionality and the provision of supplementary
resources,

11. Stresses the need to strengthen the Asian,
African and Latin American development banks and
funds through, infer alia, the increase of their capital
and lending programmes, while maintaining their essen-
tial developmental and regional nature and their
equitable decision-making process.

12. Calis upon industrialized countries to make a
greater effort for increased participation in IFAD’s
third replenishment and urges other contributors to the
Fund in a position to do so, to make additional efforts
io contribute to the resources of the Fund with a view to
ensuring the highest possible level of replenishment
while preserving the institution and its unique structure,

13. Urges that the possibility be considered to
establish appropriate mechanisms for the recycling of
the large curreni-account surpluses of some developed
countries for wutilization by developing countries for
their mutual benefit.

14. Urges developed countries to increase the finan-
cial support of their export credit agencies to developing
countries under suitable terms and conditions. Measures
should be taken to avoid coverage suspension, including
such as may be politically motivated,
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15. Calls upon Governments of developed countries
to encourage resumption and increase of bank lending
to developing countries.

16. Recommends that Governments of developed
countries encourage foreign investments to developing
countries in accordance with national legislations and
development objectives of host countries.

17. Urges that ways and means be considered to
enhance the participation of developing countries
members of multilateral institutions engaged in develop-
ment financing in the formulation and approval of the
credit policies of these institutions so as to adapt them
to the development objectives of the borrowing coun-
tries.

18. Urges developed couniries and international
financial institutions to increase the flow of resources in
real terms to African countries in accordance with the
decisions contained in the United Nations Programme
for African Economic Recovery and Development
1986-1990, adopted at the thirteenth special session of
the General Assembly on the critical economic situation
in Africa,

19. IMF and the World Bank should, at their next
meetings, acquire specific commitments with a view to
improving the IMF Compensatory Financing Facility so
as to respond to the deterioration in international com-
modity prices and establish an additional facility for
relieving the debt-service burden caused by high real in-
terest rates.

C. Policies and measures aimed at promoting the
reform of the infernational moneiary system so as (o
make it truly stable, muliilateral, equitable and
responsive 10 the development needs of developing
couniries

The Conference

20. Calls upon all States members of UNCTAD to
support the early convening of an international con-
ference on money and finance with universal participa-
tion, with the objective of reforming the international
monetary and financial system so as to make it truly
stable, multilateral, equitable and responsive to the
development needs of the developing countries. As a
matter of urgency, and without prejudice to the com-
prehensive reform of the system through the convening
of the conference, the following measures should be im-
plemented for the improvement of the functioning of
the existing system:

(&) IMF should exercise effective multilateral
surveillance, particularly with respect to the principal
industrialized countries, giving special aitention to the
evolution of exchange rates, trade and capital flows and
fiscal equilibrium in conformity with the growth objec-
tives provided for in article 1 of its Articles of Agree-
ment;

() A supply of adequate international liquidity on
an increasingly assured, continuous and predictable
basis, consistent with the growth requirements of the
world economy and meeting in particular the needs of
the developing countries, should be ensured. In this con-
text, IMF should agree on a new substantial special
drawing right allocation totalling SDRs 25/30 billion

for the first year and on regular annual allocations
throughout the fifth basic period to satisfy the estab-
lished long-term global need for reserves, while ensuring
the unconditional nature of special drawing rights and
their link to the development needs of developing coun-
tries, Developed countries should consider forgoing
their shares, for the benefit of developing countries in
need of reserves;

{¢) Repayment periods for drawings from IMF
should be extended significantly and conditionality
criteria brought into line with the development objec-
tives of developing countries. Fund agreements should
as a nerm make provisions for additional support if
GDP growth were to fall below a pre-agreed level;

(¢) Expansion and improvement of the IMF Com-
pensatory Financing Facility;

(¢) Continuation and further improvement of the
enlarged access policy, necessitated, inter alia, by the in-
adequacy of guotas and by the reduction in access
limits;

(/) Undertaking necessary actions related to the ninth
review of quotas, which should lead to a substantial in-
crease of developing countries’ quotas, keeping in view
that the eighth review not only fell short of re-
guirements, but led to retrogressive results for develop-
ing countries;

(g) Increasing the voting share and level of partici-
pation of developing countries in policy formulation
and in the decision-making process of IMF.

21, The Conference, in view of the need for im-
mediaie action, welcomes and fully supports the call for
the creation of a representative Committee of Ministers
from developing and industrialized countries to examine
the proposals for reform and improvement of the inter-
national monetary system. This Committee could
perhaps take the form of a joint sub-committee of both
the Interim and Development Committees Lo examine
the proposals for reform and improvement of the inter-
national monetary system.

Secrion 11
Commodities
I

1. Since the beginning of the 1980s, world com-
modity markets have been suffering a crisis of un-
precedented dimensions. Prices have collapsed to their
lowest level since the Great Depression of the 1930s. The
macro-economic policies, pursued by developed
market-economy countries, with scant regard for their
ultimate impact on the fragile economies of developing
countries, have constituted a major factor in the prevail-
ing sharp deterioration in commodity prices, In par-
ticular, protectionist policies blocking market access,
subsidies and price support schemes, inflation first and
then deflation, high real interesi raies and volatile ex-
change rates, as well as manipulation of markets by
commodity speculators, have been responsible for the
dramatic loss of export earnings experienced by
developing countries during this period. This situation
has in turn greatly constrained the economic and social
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development of developing countries. It has alsoled toa
deterioration in the terms of trade of these countries,
seriously affecting further their capacity to meet their
external financial obligations, creating a climate of in-
stability and uncertainty in international economic re-
lations and hindering a reactivation of the world
economy.

2. The present critical situation fully confirms the
continued validity of the objectives and international
measures agreed to in Conference resolution 93 (IV) on
the Integrated Programme for Commodities (IPC). It
calls for prompt and full implementation of the IPC,
particularly in view of the close link between the fall in
commodity export earnings and the accumulation of
debt. There is also greater need than ever for improved
market access coupled with stable and remunerative
prices for products of export interest to developing
countries in order to stimulate growth and development,
We therefore reaffirm our strong commiiment to the
IPC and call for the following measures to be effectively
implemented as set out below.

I
A.  International commodity agreements/
arrangements
3. international commodity agreements/ar-

rangements {ICAs) should be strengthened and include
economic clauses, and new ones should be negotiated
taking into account the provisions of Conference resolu-
tion 93 (1V), including the objective of ensuring
remunerative and just prices for producers. The inter-
national community shoutd provide the necessary finan-
cial and political backing for such arrangements to be
viable and effective. All producers and consumers of the
commodities concerned should support such ar-
rangements.

4, The Secretary-General of UNCTAD is requested
to make the necessary arrangements for the convening
of preparatory meetings on individual commodities not
covered by ICAs and which are included in the
indicative list of resolution 93 (1V). This should be
followed, when appropriate, by negotiating con-
ferences, with a view to reaching comprehensive inter-
national agreements with economic provisions, or ar-
rangements confaining appropriate measures, including
those of a developmental character, needed to solve the
problems faced by these commodities in the interna-
tional market. A programme of negotiations should be
carried out and completed by 1990 as far as possible.

5. The UNCTAD secretariat should continue to
provide the necessary assistance to establish the means
for mutual consultations enabling the strengthening of
co-operation and co-ordination among producing coun-
tries required for negotiations on commodities.

6. Complementary to specific price stabilization ef-
forts, co-operation between producers and consumers
within ICAs should also be encouraged to facilitate
greater transparency, research and development, and
market promotion, including new end-uses, as well as
remedial measures for special problems in the commod-
ity field,

B. The Common Fund for Commodities

7. The Conference should appeal to developing
countries and developed market-economy countries
which have not yet done so, and to socialist countries of
Eastern Europe, to ratify the Agreement Establishing
the Common Fund for Commodities. It should appeal
also to the United States of America to reconsider its
decision not to ratify the Agreement. A meeting of in-
terested countries should be called in 1988 to review the
status of the Agreement and to recommend measures to
accelerate its full implementation.

C. Processing, marketing and distribution

8. The UNCTAD secretariat’s work, including the
elaboration of frameworks, should continue on process-
ing, marketing and distribution, including transpor-
tation, of commaodities. In particular, attention should
be given to North-South as well as South-South actions
that would ensure a greater participation of developing
countries in these areas, Technical and financial support
should be provided by developed countries, and by
multilateral and financial institutions, to developing
countries for training and research on these subjects. In-
ternational co-operation in these fields should be
strengthened by identifying the needs of developing
countries and the forms of international assistance by
which they can be addressed.

D. Diversification

9. Developed countries and multilateral funding
organizations are called upon to make resources
available, including through special facilities for financ-
ing horizontal and vertical diversification of commodity
production and exports on favourable and concessionat
terms and conditions for developing couniries. Such
medium-term and long-term financing should be com-
plemented with technical assistance for feasibility
studies and infrasiructural developments as an indis-
pensable component. The UNCTAD secretariat is re-
quested to follow the activities in this field more closely
in co-operation with relevant international organiz-
ations,

E. Compensatory financing

10. The ongoing programme of work aimed at
establishing an additional facility to compensate
developing countries for their shortfalls in commodity
export earnings should be concluded. Strengthening and
improving the existing compensatory financing facilities
should also be undertaken. Special arrangements should
be made to ensure simplified access for the LDCs to the
IMF Compensatory Financing Facility.

F. Market gceess

11, The developed countries should demonstrate
their political will to eliminate totally the obstacles to
wrade in agricultural, tropical and natural resources-
based products of developing countries, The UNCTAD
secretariat  should provide technical assistance to
developing countries in the negotiations in the Uruguay
Round. This assistance should be oriented towards im-
proving access conditions in developed countries’
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markets for developing countries’ exports and in par-
ticular identifying ways and means of applying differen-
tial and more favourable treatment for such exports.

12. Developed countries are called on to cease pro-
viding subsidies and other unfair forms of assistance to
their domestic commodity producers and to their com-
modity exports and to eliminate tariff escalation on
commodities in their processed and semi-processed
forms and guantitative restrictions on commodities of
export interest to developing countries.

G. Synthetics and substitutes

13. Developed countries should support the efforts
of the developing countries to improve the com-
petitiveness of natural products. To this end, support
should be extended to research and development ac-
tivities in developing countries and to facilitating
transfer of technologies. Measures for promoting de-
mand for natural products of developing countries, new
end-uses and exchange of market information should
also be implemented, Assistance shouid also be given to
improving transportation and other infrastructural
facilities for such exports.

14. In cases where increased substitution of natural
products derives from protectionist policies and from
support prices in developed countries at levels not con-
sistent with prevailing international market prices, such
administered domestic prices should be brought into
line with international levels. To this end protectionist
barriers should be dismantled in order to allow exports
of natural products from developing countries to com-
pete more freely with substitutes,

H. Disposal of non-commercial stocks

15. In regard to the sale of non-commercial stocks,
an international code of conduct should be concluded
expeditiously so as to halt the prevailing adverse effects
on commodity markets, bearing in mind the principles
agreed to in decision 4 (V) of the Committee on Com-
modities* and other international instruments relating
to this matter, To this end the Secretary-General of
UNCTAD should be requested to take necessary
measures to give effect to this objective,

I. The role of UNCTAD

16. The negotiating and leading co-ordinating role
of UNCTAD as well as the provision of technical
assistance in the area of commodities should be
strengthened, UNCTAD should actively carry out its
responsibilities of promoting a general and integrated
approach to commodities in co-operation with other
relevant institutions and of taking specific actions in the
commodity field. Such actions should include review of
commodity policies world wide and, in particular, their
impact on developing couniries, as well as monitoring
of progress in the area.

g See Official Records of the Trade and Development Board, Tenth
Session, Supplement No. 3 (TD/B/317), annex 1.

Section 111
International trade

PROPOSALS OF THE STATES MEMBERS OF
THE Group OF 77
IN THE AREA OF INTERNATIONAL TRADE

In order to translate the approach outlined in the
Assessmenty into a programme of action, the following
specific policy measures and decisions should be
adopted;

A. International trading system

1. UNCTAD should initiate work on a blueprint for
a universal, non-discriminatory, comprehensive, stable
and predictable trading system which will respect fun-
damental principles underlying the international legal
order. The system should aim at facilitating the increase
of developing country participation in world exports,
and at achieving an equitable distribution of the gains
from trade. The improved and strengthened trading
system shall thus be oriented towards development and
growth and incorporate differential and more favour-
able treatment for developing countries as an integral
part of, not as an exception {o, its rules and principles.
It should take into account the special problems of the
least developed countries. It should be fully responsive
to development objectives in the area of commodities
and contain a mechanisth for redressing restrictive
business practices, particularly those of TNCs. Such a-
system should be seen as part of a new paradigm of har-
monious and equitable international economic refa-
tions. To this end, it should be founded on the new in-
ternational consensus to be generated on the objectives
of development and employment.

2. Action relating to monetary and financial mat-
ters, transfer of technology, services and other relevant
areas should be made compatible and consonant with
the established objectives of the system. The adoption
of support measures would be required in the inter-
national monetary and financial sphere to allow for im-
proved conditions which, as a whole, will facilitate deal-
ing with the developing countries’ debt, based on an in-
tegrated strategy orienied towards development and
growth.

B. Protectionism and structural adjustment

3. Developed countries shall respect multilateral
trade rules and principles, including their commitments
to provide differential and more favourable treatment
to developing countries, and strictly comply with the
stangstill and roll-back commitment. All protectionist
measures applied by developed countries should be
notified to the Surveillance Body set up under the
Uruguay Round. Information on all such measures
should be communicated to the Secretary-General of
UNCTAD for the periodic review of protectionism and
structural adjustment. UNCTAD should provide advice
on identifying such measures and concerting the ap-
propriate action to ensure their removal,

b See part 1 above of the present annex V, B.
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4. Developed countries shall not impose economic
and trade sanctions against developing couniries for
political reasons, and shall remove such sanctions cur-
rently being applied.

5. Developed countries shall establish a transparent
and independent mechanism at the national level to ex-
amine the need for protectionist aciion sought by
firms/sectors, and the implications of such action for
the domestic economy as a whole. This mechanism shall
also monitor the observance of the standstitl and roll-
back commitments. Periodic reports shall be sent by this
mechanism to UNCTAD for its consideration in the
Trade and Development Board.

6. Developed countries shall establish a transparent
and independent mechanism at the national level to
(@) draw up programmes for facilitating structural ad-
justment in sectors of particular export interest to
developing countries; (b) monitor the implementation
of such programmes; and (c) report progress periodic-
ally to UNCTAD for consideration in the Trade and
Development Board.

C. Market access

7. Developed countries shall:

{¢) Improve the access to their markeis for products
of export interest to the developing countries, including
manufactures and semi-manufactures;

(&) Liberalize agricultural trade by eliminating
restrictions and distortions, particularly those regarding
non-tariff and tariff barriers and subsidized exports, by
bringing all measures affecting import access and export
competition under strengthened and more operationally
effective GATT rules and disciplines;

{c) Ensure total liberalization of trade in tropical
products and those derived from natural resources;

{d} Liberalize the trade régime in textiles and clothing
by removing discriminatory restraints on exporis from
developing countries and take steps to integrate the
régime into the General Agreement on the basis of
strengthening the rules and disciplines of the General
Agreement,

(e) Eliminate escalation of tariff and non-tariff bar-
riers affecting the products of export interest to
developing countries at higher stages of processing.

The Trade and Development Board should keep under
review, on a regular basis, the implementation of these
measures.

8. Developed countries shall continue to improve
the GSP, inter alia, through the expansion of product
coverage; and without any impairment of the
multilaterally agreed principles upon which the system is
based, in particular those relating to its generalized,
non-discriminatory and non-reciprocal character. The
Secretary-General of UNCTAD is requesied to prepare
a special report on the observance of such principles by
preference-giving countries, to be considered by the
Trade and Development Board at the second part of its
thirty-fourth session, in the first haif of 1988.

9. Developed countries are invited to provide finan-
cial and iechnical support to the UNCTAD Technical
Assistance Programme in the field of GSP; UNDP is in-

vited to consider favourably reguests for increased
financial resources for this Programme.

10. Special problems of the LDCs shall be kept in
view while undertaking these tasks, particularly for the
liberalization of tariff and non-tariff barriers and other
restraints on the exports of the LDCs, keeping in view
the Agreement relating to the Framework for the Con-
duct of International Trade (Enabling clause).

I1. The particular problems facing the land-locked
and island developing countries on account of their
geographical situation and other inherent disadvantages
shall be kept in view while undertaking these tasks,

12. Observance of multilaterally agreed com-
mitments with respect to trade in goods shall not be
linked to concessions in such areas as investment, in-
iellectual property and services. Mo linkages shall be
established between the negotiations on trade in goods
and negotiations in areas such as trade in services, in-
tellectual property and investment.

13. Restrictive business practices, particularly of
TNCs, shall be brought squarely within the operation of
the trading system through:

(@) An obligation in regard to transparency and con-
sultation procedures;

(b)) The establishment of a special commiitee on
restrictive business practices within the framework of
UNCTAD to monitor the application of the Set of
Multitaterally Agreed Equitable Principles and Rules
for the Control of Restrictive Business Practices;i and

{c) Continuing work in UNCTAD towards the
establishment of a legally binding framework,

D. The role of UNCTAD in connection with the
Uruguay Round of mulitilateral trade negotiations

14, The Trade and Development Board should
follow closely developments in the Uruguay Round and
appraise such developments as to their implications for
the trade and development interests of the developing
countries. In this regard, the Board should study par-
ticular aspects of the negotiations with a view io for-
mulating specific recommendations which could be
transmitted to the appropriate bodies. In carrying out
this exercise, the Board should give prierity to the im-
plementation of the roll-back of protectionist measures
against the trade of developing countries and to
reaching a comprehensive understanding on safeguards
based upon the MFN principle,

15. The Secretary-General of UNCTAD is re-
quested to provide advice and technical assistance to
developing countries as regards the MTNs to enable
them to participate more effectively in the nego-
tiations. UNDP is requested to consider favourably re-
quests from UNCTAD and individual countries to make
increased financial resources available for this exercise.

16. In order to carry out effectively the above tasks,
adequate arrangements should be made for the
Secretary-General of UNCTAD 1o follow the work in
Uruguay Round bodies,

i United Nations publication, Sales No, E.§1.11.D.5.
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E. Services

17. The Secretary-General of UNCTAD is re-
quested to analyse, from the point of view of developing
countries and in the context of promoting and ensuring
their autonomous development and economic growth,
the implications of the issues being raised in the context
of trade in services by developed countries. The objec-
tive is to ascertain the need for, and examine the im-
plications of, a multilateral framework for trade in ser-
vices, and not ““liberalization’’ of, or removing “‘the
barriers’ to, trade in services. This analysis should bear
in mind that, for developing countries, the issues of
transfer of technology and the restrictive business prac-
tices of TNCs, among others, are of paramount im-
portance in the area of services.

18. The UNCTAD secretariat should be asked to
analyse the wider implications of any international
régime governing trade in services. These implications
should include political, cultural and security aspects.

19. The Secretary-General of UNCTAD is re-
quested to work out appropriate problematics for trade
in services, keeping in mind that the revolutionary
changes in telecommunications and telematics provide a
new and ecasy medium for transactions in services
around the globe, More often than not, new
technologies are making transactions in services across
national borders more difficult to monitor and control,
The problematics for trade in services must take this in-
to account; an approach hased on the General Agree-
ment on Tariffs and Trade may not be relevant or ad-
equaie.

20. UNCTAD should be provided with adequate
resources to carry out effectively its mandate to assist
developing countries in studying the contribution of ser-
vices to their development process, and, when re-
quested, to provide assistance to the developing coun-
tries in undertaking national studies, as defined in Trade
and Development Board decision 309 (XXX). The
Secretary-General of UNCTAD should present at the
next session of the Trade and Development Board a pro-
gramme on technical assistance to developing countries
to improve the statistical basis on trade in services.
UNDP is invited to respond positively to requests from
UNCTAD and its member States for financial support
for the above purposes. The developed countries are
also invited to make available financial and technical
resources for such studies.

21, The Secretary-General of UNCTAD should ex-
plore the possibility of establishing a programme of co-
operation on services within UNCTAD as a mechanisim
for channelling financial and technical assistance to
developing countries with the aim of strengthening the
service sector in those countries,

F. Trade relations among countries having different
economic and social systems

22. Taking note of the informal text annexed to
Conference decision 145 (VI) and the ideas contained in
TD/B/1104, the Group of 77 proposes:

(@) To request the socialist countries of Eastern
Europe to take measures; to contribute fully and effec-
tively to the efforts of the developing countries to diver-

sify and intensify their trade, and to provide a growing
share of their imports, including semi-manufactures and
manufactures, from developing countries; to make fur-
ther improvements in their GSP schemes; (o improve
the terms and conditions of credits to the developing
countries; to enlarge their economic assistance; to in-
crease the share of convertible currencies in resources
made available for financing developing countries’ pro-
Jects; to develop a flexible and efficient payments
mechanism in trade operations; to pay special attention
to the specific needs and requirements of the LDCs;

(&) To request the Secretary-General of UNCTAD to
carry out the necessary consultations with the relevant
Governments on the possibility of initiating a process of
negotiations leading to a further strengthening of trade
and economic co-operation between the developing
countries and the socialist countries of Eastern Europe;

{¢) In the areas of technical assistance and con-
sultative activities, to intensify the existing UNCTAD
operational programme for the promotion of East-
South trade;

() To request the Trade and Development Board to
keep the implementation of these activities under
periodic review,

SecTioN 1V

Problems of the feast developed countries, bearing in
mind the substantial new programme of action for the
1980s for the least developed couniries

SPECIFIC POLICY MEASURES SUGGESTED FOR ADOPTION

At the end of the mid-term global review of the im-
plementation of the Substantial New Programme of Ac-
tion, conducted by the Intergovernmental Group on the
Least Developed Countries in September/Qctober 1985,
a number of recommendations were made for the im-
provement of the condition of the LDCs and for full im-
plementation of the Substantial New Programme of Ac-
tion. It would be necessary to implement fully and ex-
peditiously all these recommendatiions and conclusions,
along with other measures included in the Substantial
New Programme of Action itself. The following, inter
alia, deserve reiteration and expeditious action by the
couniries concerned within the context of the Substan-
tial New Programme of Action:

A

The LDCs reaffirm their primary responsibility for
their overall development.

B. Financial and technical assistance

1. The international community should support the
efforts of LDCs to increase their per capita food pro-
duction and, in view of the energy problems, provide
financial and technical assistance for research, explor-
ation and development of energy resources; and should
assist in maximizing capacity utilization of their produc-
tive economic units.

2. Donors should endeavour to provide emergency
assistance and financing of costs involved in the
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management and relief operations in African and other
LDCs affected by food and other emergencies.

3. The Substantial New Programme of Action
should be fully and effectively implemented, and a
substantially enlarged volutne of financial assistance in
real terms should be given to LDCs on terms which cor-
respond to their immediate and long-term development
needs.

4, Within the context of the Substantial New Pro-
gramme of Action, donor countries which have not yet
done so should attain 0.15 per cent of their GNP as
ODA to the LDCs before the end of the decade or
should attain, on a priority basis, a doubling of their
ODA (a target which was originally to be achieved
by 1985).

5. The multilateral assistance to the LDCs through
such channels as IDA, IFAD, regional development
banks and their funds, UNDP, the Special Measures
Fund for the Least Developed Countries, UNCDF,
UNV, etc., should be significantly increased to meet the
increased needs of the LDCs, and donors should chan-
nel a substantial part of their aid through these institu-
tions and agencies.

6., The Eighth Replenishment of IDA should be
significantly higher than the previous levels, keeping in
view the critical importance of IDA for the LDCs.

7. Relevant international institutions should con-
tinue their concerted efforts to consider new mechan-
isms and arrangements, which include proposals for, in-
ter alia, international tax schemes for development, fur-
ther gold sales by IMF, the linking of the creation of
special drawing rights to development assistance, and
the use of interest-subsidy technigues. IMF should
underiake a fundamental review of the principles on
which its conditionality rests in such a way as to reflect
the peculiar social, economic and political priorities of
the LDCs, and allocate substantial portions of special
drawing rights, Trust Fund facilities and compensatory
financing facilities to these countries.

8. Concerned donors should provide timely
assistance on appropriate terms to mitigate the adverse
effects of adjustment programmes and should support
the efforts of the LDCs in implementing the required
policy changes.

C. Compensatory financing

9. In the event that a complementary facility for
fully compensating the export earnings shortfalls of the
developing countries is established, it should ensure
special provision for the LDCs. Special measures should
be taken to strengthen the commeodity markets and
enhance export receipts of the LDCs from such com-
modities, The existing Compensatory Financing Facility
of IMF should be improved, with provision for special
treatment for the LDCs ensuring full coverage of their
export earnings shortfalls, subsidization of their interest
payments on outstanding drawings and a longer repay-
ment and grace period than hitherto.

10. All developed countries which have not yet done
so should expeditiously adopt special measures in order
to compensaie fully the export earnings shortfalls of the
LDCs.

D. Aid modalities

11. With regard to aid modalities, immediate steps
should be taken to provide ODA to the LDCs fully in
the form of grants and to provide loans without
discrimination on highly concessional terms, at least as
concessional as those provided by IDA.

12. Urgent steps should be taken by donor countries
to provide ODA, loans and grants to LDCs on an untied
basis. They should also take steps to improve the quality
and effectiveness of aid, and eliminate the time-lag
between aid commitment and disbursement. In this
regard, a mechanism that would ensure automaticity
and predictability of disbursement should be created.

13.  Advance payments should be made by the
donors concerned against their commitment in order to
minimize delays in disbursement and improve the effec-
tiveness of assistance.

14. Donor countries should take steps for increased
local-cost as well as recurrent-cost financing.

15. Concerned donors should provide increased
balance-of-payments support as well as commodity aid,
programme aid, including sector assistance and general
import financing, and their terms should be flexible
enough to facilitate their effective use. Such balance-of-
payments support in general must not be used to exer-
cise political pressure on the LDCs and should not be
dependent on acceptance by these countries of measures
and programmes which involve social costs and hinder
their basic aims, objectives and priorities or com-
promise their political independence and national
sovereignty.

E. Debt problems of the least developed countries

16. Developed countries should fully implement
Trade and Development Board resolhution 165 (8-1X) ex-
pediticusly and convert all outstanding bilateral QDA
loans of all the LDCs into grants, without discrimi-
nation.

17. Creditors should provide substantial and multi-
year scheduling of private debts, including the waiving
of service payments and/or outright cancellation of the
debt.

F. Access to markeis

18. Steps should be taken by developed countries to
further improve GSP or MFN ireatment for products of
the LDCs, with the objective of providing duty-free ac-
cess to such products, and to eliminate non-tariff
measures affecting exports of LDCs. Special schemes
should be prepared by each of them to realize these ob-
jectives. Flexible rules of origin should also be applied
in favour of L.DCs to facilitate expansion of their export
trade.

19. [Encreased technical assistance should be given to
the LDCs for promotion of trade and expansion of pro-
duction facilities for export. In particular, developed
countries and international organizations should also
assist the LDCs 1o create industries for on-the-spot pro-
cessing of raw materials and food products, and the
development of integrated projects for the expansion of
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exports and to provide adequate resources to overcome
all supply bottle-necks.

20. The developed countries should assist the LDCs
in entering into long-term arrangements for exports, as
called for in the Substantial New Programme of Action.

G. Land-locked and isiand developing countries

21. In accordance with the United Nations Conven-
tion on the Law of the Sea of 1982 and Conference
resolutions 137 (VI), 138 (VI) and Trade and Develop-
ment Board resolution 319 (XXXI} and other relevant
resolutions of the United Nations as adopted on the
specific needs and problems of land-locked and island
couniries among the LDCs 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;

(b} Concerned donors, while providing technical and
financial assistance to land-locked and island countries
among LDCs, should particularly focus on capital input
in infrastructural development;

{¢) International bodies, in particular UNDP and the
regional commissions, should continue to support those
LDPCs with measures required to alleviate their specific
transii-transport and communications problems.

H. Country review mechanisms

22. The country review meetings which are the
mechanisms for the periodic review and implementation
of the Substantial New Programme of Action should be
further strengthened and improved to make them more
effective. UNDP and the World Bank, as the lead agen-
cies, 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.

23. Developed donor couniries and international
financial institutions participating in country review
meetings for LDCs, such as the UNDP-sponsored
Round Table Processes (RTPs), should not link their
commitments of development resources to the condiiion
that the LDCs should have effective operational
IMF/World Bank adjustment programmes; these coun-
try review meetings should be seen essentially as addi-

tional measures for increasing financial resources to the
accelerated development of LDCs.

I. Equitable benefits of assistance

24. In the application of all measures, it should be
ensured that the assistance benefits all LDCs according
to their individual requirements on a just and equitable
basis.

Section V
Interdependence of issues

1. The policy actions in the four interrelated areas
of the provisional agenda of the seventh session of the
United Nations Conference on Trade and Development,
as proposed here, are mutvally supportive. Many of the
most pressing needs of developing countries—including
a new and comprehensive strategy to reach a lasting
solution to the problem of debt—can be hoped to be
successfully met only through the implementation of a
coherent set of agreed measures spanning the above
areas.

2. Developed countries should adopt more expan-
sionary macrg-economic policies including an easing
of monetary policies and of fiscal stances where ap-
propriate, with a view to substantially lowering interest
rates, stabilizing and correcting misalignment in ex-
change rates, reducing protectionist pressures, expand-
ing trade and financial flows, and reversing the declin-
ing trend in commodity prices.

3. The areas covered in UNCTAD call for commen-
surate action in other important current and forthcom-
ing multilateral economic activities, in particular the
Uruguay Round and in the framework of the IMF and
the World Bank.

4. In order to enhance UNCTAD’s capacity to exer-
cise its central role and to ensure effective action in the
interrelated areas of money, finance, debt, com-
modities, development and trade, the Trade and
Development Board should strengthen its reviewing and
monitoring on a regular basis of decisions and measures
in these areas.)

i At the closing meeting of the TFechnical Committee it was
unanimously agreed that the Chairman of the Committee should read
out the following statement: )

“It is recognized by all that, in order 10 make the work of the

Trade and Development Board on this subject fruitful, it will be

necessary for the UNCTAD secretariat to make adequate and

careful preparation.”*
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A. Document submitted by the United Kingdom on behalf of
the States members of Group B

Communiqué of the Council of the Organisation for Economic Co-operation and Development**

1. The Council of OECD met on 12 and 13 May at
ministerial level. The meeting was chaired by Dr. Mar-
tin Bangemann, Federal Minister of Economics of the
Federal Republic of Germany. The Vice-Chairmen were
Mr. Uffe Ellemann-Jensen, Minister for Foreign Af-
fairs, and Mr. Palle Simonsen, Minister of Finance, of
Denmark; and Mr. Roger Douglas, Minister of Finance
of New Zealand. On the fortieth anniversary of his Har-
vard speech, the Council paid a tribute to the vision of
international co-operation framed by General George
C. Marshall.

I. Improving growth prospects

2., The economic strategy of the OECD countries
has, over recent years, brought inflation down to its
lowest level for a generation, at the same time maintain-
ing positive growth rates. The long-term effort must be
pursued, taking account of developments, in order to
strengthen the prospects for stable and sustainable
growth; to reduce substantially the levels of unemploy-
ment—unacceptably high almost everywhere; to correct
the massive current-account imbalances of the major
countries; to consolidate the improvement in exchange
rate configurations while achieving greater stability; and
to improve the economic performance of developing
countries. The first and foremost contribution that the
OECD countries can make to world prosperity is to
foster vigorous economies in an open multilateral
trading system.

3. In order to achieve these objectives, Ministers
agree upon the following wide-ranging and mutually
reinforcing actions. They are based on a common will to
use to the full the possibilities of international co-
operation and to exploit for the best the interactions be-
tween macro-economic and structural adjustment
policies. Improved policies in both fields are interrelated
elements in the strategy for stronger growth of output
and employment. Both are essential. Macro-economic
policies stabilize expectations, build confidence for the

* For the agenda of the Conference, see annex I above.

** Initially circulated as TD/334. This communiqué was issued in
OECD press release PRESS/A(87)27 of 13 May 1987, Terminology,
including country terminology, is that employed by the authers of the
communigqué and not that of the United Nations.
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medium-ierm and strengthen growth prospecis. Micro-
econormic policies create a more dynamic and responsive
environment, in which growth and adjustment forces
are stronger and macro-economic policies are more ef-
fective,

II. Macro-economic policies

4, Macro-economic  policies must respond
simultaneously to three needs: maintaining medium-
term orientations which contribute to the stability of
expectations and building confidence; unwinding the
present exceptionally large external imbalances of the
major countries; exploiiing to ihe full the potential for
non-inflationary growth and thus for stronger job cre-
ation. International complementarity and compatibility
of policies are essential in order that adjustment takes
place in the perspective of growth and of exchange rate
stability. Each country must make its contribution to
the collective effort. In particular, the effective im-
plementation of the commitments in the “‘Louvre agree-
ment”’, together with those in the recent communiqué of
the Group of Seven countries, shall be achieved quickly.
Member countries will reinforce their co-operation,
continue to review the policy requirements of the situ-
ation and introduce further measures as necessary,

5. Monetary policies, supported by fiscal policies,
should remain geared towards growth of monetary ag-
gregates and maintenance of financial market con-
ditions consistent with low inflation objectives and real
growth potiential; they should also contribute to the
orderly behaviour of exchange rates. In view of the
outlook for low inflation in many countries, a further
decline of interest rates in these countries—in particular
a market-led decline of long-term rates—would be
helpful.

6. Since the possibilities for monetary policy, by
itself, to improve prospects are limited, these need to be
enhanced by further action on the fiscal front.

7. In the United States, the process of reducing the
Federal budget deficit~—which is coming down from
5.2 per cent of GNP in 1986 to less than 4 per cent in
1987—must and will continue in the years ahead.
Holding firm to this course is essential for external and
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domesiic reasons. The confidence of economic agents,
in the United States and elsewhere, depends heavily
upon it; so do, consequently, the prospecis for
moderate interest rates and stable exchange rates, sound
economic activity with an adequate flow of funds into
productive investment, and resistance to protectionist
temptations. These highly beneficial effects of reducing
the Federal budget deficits should over time outweigh
any short-term damping effect in the United States. Ex-
change rate changes have improved the cost com-
petitiveness of United States products and are having a
positive effect on net exports.

8. For Japan the objective is to achieve stronger
growth with domestic demand increasing more rapidly
than ouiput, accompanied by a rapid growth in imports,
consistent with the substantial terms of trade gains
which have taken place. The reaffirmation by the
Japanese Government of its intention to further im-
prove access to its domestic markets for foreign goods
and services is also welcome. The Japanese authorities
will take further substantial fiscal and other measures to
strengthen the growth of domestic demand. This will
not prejudice medium-term budgetary objectives of the
central Government, In this regard, it is to be noted that
the recently announced Japanese initiative to expand
domestic demand is part of the far-reaching longer-term
effort to reorient the Japanese economy.

9. In Germany, also, the growth of domestic de-
mand, and particularly of private investment, must ex-
ceed substantially the growth of potential output. In
order to support growth and external adjustment, the
German Government has already announced that some
scheduled tax cuts will be accelerated to 1 January 1988
and a broader tax reform will be implemented in 1990.
This will have a favourable influence on investment, In
addition, further measures of structural adjustment, in-
cluding reduction of subsidies, will be implemented.
Taken together, these actions will contribute to an in-
crease of the general budget deficit relative to GNP be-
tween now and 1990. Fiscal prudence over recent years
permits this kind of action. Should there be a serious
risk to the sustained expansion of domestic demand,
especially private investment, the medium-term strategy
for growth and higher employment would be adjusted
as a consequence.

10. Other countries with substantial current-
account surpluses should also take appropriate action to
encourage domesiic demand growth relative to sus-
tainable output.

1i. Some countries face tight constraints in so far as
fiscal policy is concerned. For countries which have
large budget deficits, priority must continue to be given
to correcting them. There are a few countries in BEurope,
however, where budget deficits are not large but where
current-account considerations constrain policy, Scope
for fiscal action on the part of these countries would be
increased and growth prospects improved if demand
strengthened in their major trading partners. In this lat-
ter respect, and as an example, a co~operative economic
strategy of the EEC countries could take advantage of
their interdependence and be accompanied by other
European countries.

HI. Structural adjustment policies

12,  Ministers welcome the Report on Structural Ad-
Justment and Economic Performance.» Despite progress
in recent years, OECD economies are still hampered by
major distortions and rigidities. These compound cur-
rent macro-economic problems and retard growth. In-
creasing competition in product markets, respon-
siveness in factor markets and effectiveness in the public
sector will contribute significantly to growth potential in
all countries. Priorities in reforming structural policies
will vary in individual countries reflecting differing na-
tional situations but also international requirements. It
is thus essential that concerted action be guided by com-
mon principles. To ensure the greaiest gains from
reform, action must be broad, bold, sustained and, to
the extent possible, built on international economic co-
operation, The effects of such action will emerge mainly
in the medium term. Implementation now, by expand-
ing opportunities and bolstering confidence about the
future, will underpin present efforts to strengthen non-
inflationary growth and to reduce unemployment. Suc-
cessful structural adjustment can simultaneously in-
crease fairness and offer improving opportunities for
all. Increasing social dialogue is an integral part of this
process.

13. Industrial subsidies, to the extent they are a
source of domestic and international distortions and
an impediment to structural adjustment, should be re-
duced. The work on industrial subsidies initiated by
OECD is, therefore, to be encouraged and pursued ac-
tively.

14.  The conclusions drawn by the Economic Policy
Committee® on the report on structural adjustment were
endorsed and will guide action in the forthcoming years.
The Secretary-General is requested to report, at ap-
propriate intervals, on the work of the organization on
micro-economic and structural issues at subsequent
meetings of the Council at ministerial level.

Trade policies

15. International trade provides, through com-
petition, the most powerful means of promoting
economic efficiency and growth. Measures which im-
pede or distort the functioning of international markets
tend to impair structural adjustment, preserve outdated
economic structures, damage consumer interests,
weaken incentives for efficient investment and thus
hinder economic growth, Therefore, it is of paramount
importance to reverse recent trends towards restrictive
trade measures, notably of a Dbilateral or a
discriminatory nature, and to act with determination to
strengthen and extend the open multilateral trading
system, OECD will intensify its monitoring of the
various aspects of trade policies.

16. The Uruguay Round presents a unique oppor-
tunity to create an improved framework for trade in the
1990s and beyond. It is essential to ensure that renewed
signs of protectionism and conflict management on a
bilateral basis should not be allowed to undermine con-

& QECD, Paris, 1988.
b See OECD press release PRESS/A(87)25.
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fidence in the Punta del Este Declaration or in the
negotiating process it has initiated. Ministers affirmed
the determination of their countries to resist these trends
and to work for rapid, sustained and substantive pro-
gress in the negotiations towards a balanced global
result which would be of benefit to all, developed and
developing countries alike. OECD countries will prove
this determination by submitting in the coming months
comprehensive proposals covering the various fields of
the negotiations, by carrying out the standstill and roll-
back commitments they have entered into and by oppos-
ing domestic protectionist pressures. In keeping with the
Punta del Este Declaration, Ministers reaffirmed that
the conduct and the implementation of the outcome of
the negotiations shall be treated as parts of a single
undertaking. However, agreements reached at an early
stage may be implemented on a provisional or a
definitive basis by agreement prior to the formal con-
clusion of the negotiations. Early agreements shall be
taken into account in assessing the overall balance of the
negotiations.

17. Ministers noted the welcome progress on trade
in services in the organization. This is of particular im-
portance in the light of the inclusion of services in the
Uruguay Round. Further related work will be needed to
refine the concepts for liberalization of trade in services
as well as continuing efforts to strengthen the OECD
Codes of Liberalisation of Invisible Operations and of
Capital Movements. This will be pursued actively.

18. Ministers welcome the agreement recently
reached by the Participants in the Arrangement on
Guidelines for Officially Supported Export Credits in
response to directives from the 1984 and 1985 meetings
of the Council of the OECD at ministerial level. The
agreement will strengthen substantially the Arrange-
ment and reduce the risk of trade and aid distortions.
Minisiers also welcomed the recent agreement on the
related DAC guiding principles. These are a tangible
sign of co-operation in a difficult period.

Agriculture

19. The joint report of the Trade and Agriculture
Committees® was approved. This important work clear-
ly highlights the serious imbalances that prevail in the
markets for the main agricultural products. Boosted by
policies which have prevented an adequate transmission
of market signals to farmers, supply substantially ex-
ceeds effective demand. The cost of agricultural policies
is considerable, for government budgets, for consumers
and for the economy as a whole. Moreover, excessive
support policies entail an increasing distortion of com-
petition on world markets; run counter to the principle
of comparative advantage which is at the root of inter-
national trade; and severely damage the situation of
many developing countries. This steady deterioration,
compounded by technological change and other factors
such as slow economic growth or wide exchange rate
changes, creates serious difficulties in international
trade, which risk going beyond the bounds of
agricultural trade alone.

20. All countries bear some responsibilities in the
present situation. The deterioration must be halted and

¢ MNational Policies and Agricultiral Trade (OECD, Paris, 1987).

reversed. Some countries, or groups of countries, have
begun to work in this direction. But, given the scope of
the problems and their agency, a concerted reform of
agricultural policies will be implemented in a balanced
manner.

21. Reform will be based on the following prin-
ciples:

(&) The long-term objective is to allow market signals
to influence by way of a progressive and concerted
reduction of agricultural support, as well as by all other
appropriate means, the orientation of agricultural pro-
duction; this will bring about a better allocation of
resources which will benefit consumers and the
economy in general.

(b In pursuing the long-term objective of
agricultural reform, consideration may be given to
social and other concerns, such as food security, en-
vironment protection or overall employment, which are
not purely economic. The progressive correction of
policies to achieve the Jong-term objective will reguire
time; it is all the more necessary that this correction be
started without delay.

{¢) The most pressing need is to avoid further
deterioration of present market imbalances, It is
necessary:

(i} On the demand side, to improve prospecis as
much as possible inside as well as outside the
OECD area;

(ii) On the supply side, to implemeni measures
which, by reducing guaranteed prices and other
types of production incentives, by imposing
quantitative production restrictions, or by other
means, will prevent an increase in excess supply.

() When production restrictions are imposed or pro-
ductive farming resources withdrawn by administrative
decision, these steps should be taken in such a way as to
minimize possible economic distortions and should be
conceived and implemented in such a way as to permit
better functioning of market mechanisms.

(e) Rather than being provided through price guaran-
tees or other measures linked to production or to factors
of production, farm income support should, as ap-
propriate, be sought through direct income support.
This approach would be particularly well-suited to
meeting the needs of, amongst others, low-income
farmers, those in particularly disadvantaged regions, or
those affected by structural adjustment in agriculture,

() The adjustment of the agricultural sector will be
facilitated if it is supported by comprehensive policies
for the development of various activities in rural areas.
Farmers and their families will thus be helped to find
supplementary or alternative income.

(¢) In implementing the above principles, Govern-
ments retain flexibility in the choice of the means
necessary for the fulfilment of their commitments,

22, The Urvguay Round is of decisive importance.
The Ministerial Declaration of Punta del Este and its
objectives provide for the improvement of market ac-
cess and the reduction of trade barriers In agriculture
and will furnish a framework for most of the measures
necessary to give effect to the principles for agricultural
reform agreed upon by OECD Ministers, including a
progressive reduction of assistance to and protection of
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agriculture on a multi-country and multi-commodity
basis. As agreed in paragraph 16 above, the Uruguay
Round negotiations will be vigorously pursued and
comprehensive negotiating proposals submitted over the
coming months, in this as in other fields. In the
Uruguay Round appropriate account should be taken of
actions made unilaterally,

23. In order to permit a de-escalation of present ten-
sions and thereby enhance prospects for the earliest
possible progress in the Uruguay Round as a whole,
OECD Governments will carry out expeditiously their
standstill and roll-back commitments and, more
generally, refrain from actions which would worsen the
negotiating climate: they will, inter afia, avoid initiating
actions which would result in stimulating production in
surplus agricultural commodities and in isolating the
domestic market further from international markets;
additionally, they will act responsibly in disposing of
surplus stocks and refrain from confrontational and
destabilizing trade practices.

24. Agricultural reform is not solely in the interests
of member countries, Developing countries which are
agricultural exporters wiil benefit from a recovery on
world markets. Developing countries which are im-
porters of agricultural produce wili be encouraged to
base their economic development on more solid ground,
by strengthening their own farm sector.

25. Agricultural reform poses vast and difficult
problems for member countries. Strengthened inter-
national co-operation is needed to overcome these prob-
lems. OECD will continue to contribute to their solution
by deepening further its work; by updating and improv-
ing the analytical tools it has begun to develop and
which will prove particularly valuable in many respects;
by monitoring the implementation of the various ac-
tions and principles listed above. The Secretary-General
is asked to submit a progress report to the Council at
ministerial level in 1988.

Financial markets

26. The process of liberalization in financial
markets and financial institutions must continue, In
order to secure the clear benefits deriving from this pro-
cess and to ensure the viability and stability of these
markets, efforts will be intensified in the appropriate
forums with a view to increasing compatibility and con-
vergence of policies regarding prudential supervision of
these markets.

Tax reform

27. Most OECD countries have undertaken or are
considering major tax reforms. Well-constructed tax
reform can considerably enhance performance at both
macro- and micro-economic levels. Tax reform should
focus on simplicity, equity and reducing distortions af-
fecting incentives to work, save and invest, The compe-
tent bodies of the organization will actively coniribute
to reflection on tax reforms in member countries and
consider the best means of achieving them with due
respect given to international aspects.

Technological change

28. The development and diffusion of technology is
central to the growth of output, employment and living
standards. The process of technological change provides
opportunities that must be grasped. Much work has
already been done within the organization on analysing
and interpreting various elements of this process. It now
seems necessary to define an integrated and comprehen-
sive approach to the different technology-related ques-
tions, to deepen the analysis in order to understand bet-
ter, and make better use of, technological advances. The
Secretary-General's intention to develop and carry out
such an approach was welcomed. A progress report will
be made to Ministers at their meeting in 1988,

Employment and socio-economic reform

29. In view of the seriousness of unemployment
problems in most countries, three areas of socio-
economic reform are particnlarly important—all in-
volve, in varying degrees, the private sector and the
social partners as well as Governments. First, there is a
pressing need in many countries to improve the quality
of education and training systems, and to adapt them
more to the needs of societies and economies undergo-
ing rapid siructural change. Secondly, more flexible
labour markets are needed to facilitate access to the new
jobs emerging as structural and technical change ac-
celerates. Thirdly, employment and social protection
policies need to evolve so that displaced and
unemployed people are given not only income support
but also—especially through training—opportunities
and incentives to get back into work or other useful ac-
tivities such as local employment initiatives, OECD
work in these areas will be intensified, a key aim being
10 prepare a new framework for labour market policies
as agreed at the meeting of the Manpower and Social
Affairs Committee at ministerial level in November
1986,

Environment

30. There is general agreement that environmental
concerns have to be given a high priority in government
policies, in order to safeguard and improve the quality
of life as well as to preserve the resource base needed for
sustained global economic development. Member coun-
iries will develop, within OECD, approaches and
methods for more systematically and effectively incor-
porating environmental considerations into the policy-
making process. Work will be intensified on policies
needed to prevent more effectively the release of haz-
ardous substances to the environment, including from
farge-scale accidents. In this connection, international
co-operation should be reinforced. The recently
presented report of the World Comntission on Environ-
ment and Development, Our Common Future,® will be
studied closely in member Governments and in the
organization.

Energy
31. The past year has seen considerable falls in the
prices of oil, gas and coal. Although lower energy prices

d Oxford, Oxford University Press, 1987,
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have broad economic benefits, they tend to increase
consumption and reduce indigenous production of
energy. The Chernobyl reactor accident has underlined
the safety aspects of nuclear power. These developments
could intensify the tightening of energy markets ex-
pected for the 1990s. The Governing Board of the Inter-
national Energy Agency, meeting at ministerial level on
11 May 1987, agreed to sirengthen existing policies in a
number of areas in order to advance the objectives of
energy policy while continuing to secure the general
benefits of lower energy and oil prices. These areas in-
clude indigenous energy production, the efficient use of
energy, diversification of sources of primary energy,
particularly those used in the generation of electricity,
the promotion of free and open trade in energy,
measures to respond to an interruption in oil supplies,
and due recognition of environmental concerns.

IV. Relations with developing countries

32. In a world characterized by an increasing level
of interdependence, the economic problems and per-
formance of developing countries have become increas-
ingly diverse. Although a number of developing coun-
tries, particularly in Asia, have made significant pro-
gress, many others have suffered economic set-backs in
recent years. Economic co-operation with developing
countries must respond to varying capacities and needs
in the critical areas of development, trade, debt and
finance. Developed countries must strive to ensure a
better environment for developing countries’ growth
and exports in the interest of these countries as well as
of the international economy more generally, In this
regard, the implementation of the policy directions and
objectives set out in this Communigué will represent a
significant contribution by OECD countries to better
global prospects.

33. Economic policies in developing countries
themselves will remain a major factor in their own
performance. Upon them depend heavily confidence,
savings and investment, both domestic and foreign.
The wide range of developing countries presently
implementing economic policy reforms to establish a
sound development process must be supported and en-
couraged by all possible means including improved
market access and official development assistance. In
this regard, it is important to maintain and as far as
possible increase the flow of development assistance, as
well as to improve its quality and effectiveness. Those
developing countries whose economic strength is
already significant should progressively play their full
part in the rights and obligations of the multilateral

trading system. It is important that the potential offered
by the private sector be fully exploited.

34. Large debt burdens remain a major impediment
to growth in certain heavily indebted middle-income
countries. There is no feasible alternative today to the
co-operative strategy adopted for the solution of these
problems. Ouly enhanced co-operative action, on a
case-by-case basis, by all parties involved-—debtor and
creditor Governments, the international financial in-
stitutions and private banks—will permit reducing the
strains in a growth-promoting environment. For some
countries notable progress has been made in this pro-
cess. However, in some cases difficulties in the adjust-
ment and financing processes point to the need for im-
provements. The trend towards innovative and more
flexible approaches on the financing side, both private
and official, should play a key role in making debt
burdens more manageable and restoring capital flows.

35. Even more consiraining are debt problems
among low-income countries. Proposals have recently
been made by OECD countries for additional action to
reduce the debt-servicing burden of the poorest coun-
tries, especially in sub-Saharan Africa, undertaking
strong growth-oriented adjustment programmes. Early
results from the current discussions among creditor
Governments will be urgently sought.

36. For poorer developing countries, provision of
adecuate concessional finance is essential. OECD coun-
tries’ record in this respect is already subsiantial but
should be further enhanced. The volume and forms of
aid must be commensurate with the growing re-
quirements of policy reform programmes and broader
development efforts. The new DAC guiding principles
for using aid to support improved development policies
and programmes and strengthening aid co-ordination
with developing countries are welcomed,

37. Commodity-dependent developing countries
face difficult problems in view of the outlook for many
commodities. An acceleration in world growth would
improve the prospects for these countries. New efforts
should be made to diversify their economies and to ad-
dress the structural and development dimensions of
commodity dependence. Action to remove measures
distorting trade in commodities will make an important
contribution to export prospects for commodity-
dependent developing countries.

38. The seventh session of the Conference provides
an opportunity to discuss with developing countries the
major problems and policy issues in the global economy
with a view to promoting common perceptions and ef-
fective policies for trade and development.
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B. Approach of the countries members of Group D and Mongolia to the
major items of the provisional agenda of the seventh session of
the United Nations Conference on Trade and Development*

I. Introduction

I1. Assessment of the present state of international economic relations

I1I. Monetary and financial questions
1V, Trade in commodities

¥. International trade, including structural adjustment, trade in services and trade relations among
countries having different social and economic systems

V1. The least developed countries

1. Iniroduction

The seventh session of the United Nations Conference
on Trade and Development, which is to be held in
Geneva from 9 to 31 July 1987, will constitute the year’s
most important international meeting devoted to trade
and economic¢ problems.

It will be taking place in a context reflecting the com-
plexity of and contradictions inherent in the develop-
ment of the world economy and of multilateral trade
and economic co-operation.

The realities of today’s world make it vitally
necessary for Governments and peoples 1o change their
way of thinking, particularly in view of the high stakes
involved, namely, the preservation of civilization and
the survival of mankind. A new understanding of the
ultimate responsibility of all for the future of develop-
ment is emerging in the world at the present time, This
implies that the international community must, as a
matier of urgency, develop new approaches to the solu-
tion of vitally important foreign policy and world
economic problems, specifically by turning its back on
outdated political and economic thinking and by review-
ing unjustified assessments of outstanding problems
and methods of their solution.

The exposure of national econornies to the external
environment, in this modern interrelated and in-
terdependent world of ours, is increasing considerably
owing to the growing complexity of international
economic relations. The new thinking called for in this
sphere should result in the complete replacement of con-
frontation in the international arena by a joint search
for solutions to the most difficult problems presented by
today’s world economy, ensuring its stability and
predictable development. This new, realistic and con-
structive thinking within UNCTAD shouid lead to
broad, genuinely equitable and mutually advantageous
co-operation between all groups of countries and to
joint efforts to solve complex probiems in that field,

The need for an approach of this kind is explained not
only by the complexity of the problems involved but
also by the fact that they can be solved only through
concerted action by the international community as a
whole, for which there is no mutually acceptable and
reasonable alternative, All countries in today’s world
are linked by a community of vital interests, not-
withstanding differences in their political systems,

* Initially circulated as TD/333 and Corr. 1.

ideologies and views, In view of the increasing in-
terdependence of States, it is not only difficult but quite
out of the question for them to solve their problems
alone or in isolated groups. Their solution calls for con-
certed efforts by all countries of the world, regardless of
their social system and level of economic development.

Specifically, progress in this direction could be made
by the achievement of international economic security,
the concept of which is at present being studied within
the United Nations in accordance with General
Assembly resolutions 40/173 and 41/184, The assurance
of stable, predictable and equitable economic relations
could serve as a basis for this concept. The concept of
international economic security, far from replacing the
idea of establishing a new international economic order
is, on the contrary, capable of contributing to its
realization in accordance with the wishes of the develop-
ing countries, expressed specifically in the Economic
Declaration adopted by the Eighth Conference of Heads
of State or Government of Non-Aligned Countries, held
in September 1986 at Harare.® At the present stage, the
concept of international economic security, presented as
a general idea concerning the need for international
economic security, not only provides impetus in the
right direction but constitutes a starting-point for the ef-
forts that are implied. However, it requires further
elaboration and definition in detail, and it can obviously
be developed only through broad, constructive and un-
biased discussion.

This is precisely the purpose of the proposals made by
the socialist countries on matters relating to the relation-
ship between disarmament and development, The realiz-
ation of the ‘““disarmament for development’’ principle,
which should replace the ‘‘armament instead of
development’’ principle, would be of considerable
economic advantage to all countries, including the
developing countries.

If effective arms limitation and reduction measures
were implemented, part of the resources released as a
result of disarmament could be used for economic and
social development, particularly that of the developing
countries. Not only the develepment process but also in-
ternational economic co-operation would be con-
siderably stimulated by the implementation of agreed
disarmament plans accompanied by measures to
strengthen confidence and expand co-operation between
States. These issues have a direct bearing on the work of

¢ See A/41/697, annex.
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UNCTAD, in which they could be examined from a
praciical point of view.

The policy adopted by many socialist countries aimed
at effecting changes in their national economies with a
view to their accelerated development similarly opens up
further possibilities for the expansion of international
economic co-operation. The restructuring process also
covers the foreign economic sphere. These objectives
cannot be achieved unilaterally. Their atteinment also
implies commensurate efforts on the part of countries
which are interested in developing economic co-
operation with the socialist countries and in creating a
climate of confidence and equality in economic rela-
tions, particularly between East and West, removing
obstacles on this path, doing away with the shackles of
the past and eliminating artificial barriers to mutually
advantageous economic exchanges. The achievement of
a favourable climate in this sphere also calls for new
thinking, a broad and impartial dialogue, and a patient
search for mutually acceptable solutions. This approach
corresponds to the realities of today’s world and offers
the most promising alternative solution for the complex
problems faced by the Conference at its seventh session,
which will have to devise new approaches in order to in-
crease the effectiveness of international co-operation in
the interest of the economic and social progress of all
peoples.

In the light of the above, the delegations of the
Group D countries will contribute actively to the
resumption of a constructive multilateral dialogue
within UNCTAD on the most urgent international
economic problems with a view to the establishment of
secure and prediciable economic conditions in the in-
terest of all countries. This would not only be in line
with UNCTAD’s mandate but would also have the ef-
fect of strengthening it as a universal international
organization, searching for mutually acceptable solu-
tions to world-wide economic problems in the inter-
related areas of international trade, monetary and
financial matters, commodities and economic develop-
ment. UNCTAD should reaffirm its own undisputed
place in the modern world among international
economic organizations. And in this respect the interests
of all countries should be taken into account.

II, Assessment of the present state of
international economic relations

International economic relations developed in a com-
plex and contradictory manner during the period
following the sixth session of the Conference. On the
one hand, the international division of labour con-
tinued, the economic interdependence of States in-
creased following a decline during the 1980-1982 crisis,
and foreign trade once again started to expand.

On the other hand, many of the economic and trade
policy problems that were discussed at the sixth session
of the Conference became even more acute, and new
obstacles emerged to hamper equitable international

economic exchanges. The general world market situ-
ation deteriorated and instability increased and the ir-
regular pattern of economic development became more
pronounced throughout the world economy.

The expansion of international trade also slowed
down as a result not only of a slackening of economic
growth but also of increasing deficits in the trade and
payments balances of many countries, the high level of
external indebteness, falling commodity prices, ex-
change rate instability, traditional as well a new forms
of protectionism, and a general deterioration in the situ-
ation as regards trade policy.

Multilateral economic co-operation was considerably
weakened. Many progressive solutions to the problem
of improving international economic relations adopted
by various bodies, including UNCTAD, were not im-
piemented and attempts were made to review and even
cance] programmes and recommendations that had
already been adopied. Discrimination against the
socialist countries and a number of developing countries
was maintained and in some cases even intensified,
sometimes for political reasons.

The economies of the socialist countries in general ex-
panded steadily. However the general deterioration of
the international economic sitvation had a negative im-
pact on their development as well. These countries were,
at one and the same time, obliged to find solutions to a
number of complex problems connected with the
restructuring of their economies, switching over from
extensive to intensive methods of development and seek-
ing ways of participating more actively in the interna-
tional division of labour.

The structural adjustments being made to the
economic machinery of a number of socialist countries
through the improvement of economic management
methods are designed to speed up their economic
development and will help to expand their external
economic relations not only with other socialist coun-
tries but with other countries of the world as well,

In most of the developed capitalist countries produc-
tion growth rates were low and unstable, structural im-
balances became more pronounced, high unemploy-
ment levels persisted and assumed a chronic character,
State budget deficits increased, financial systems were
disrupted and the exchange rates of the major currencies
experienced sharp fluctuations.

The policies pursued by the Governments of the
developed capitalist countries failed—to the extent re-
quired--to bring about the structural changes conducive
to economic expansion. Furthermore, these policies had
the effect of transferring some of the problems created
by the adaptation and structural adjustment of their
economies to other countries, particularly the develop-
ing countries.

The internal and external economic situation of most
of the developing countries deteriorated considerably
owing to the continued growth of their external in-
debtedness, increasing protectionism, declining com-
modity prices, the outflow of their resources in various
ways to the developed capitalist countries, the activities
of TNCs and a number of other unfavourable
developments. The economic growth of this group of
countries as a whole virtually ground to a halt and it was
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impossible to attain the objectives laid down in the In-
ternational Development Sirategy for the Third United
Nations Development Decade.!

In most of these countries problems connected with
employment and the task of supplying the population
with foodstuffs became more acute, and government
social programmes, investments and appropriations for
research and development were curtailed. Differences
between the developing countries became more pro-
nounced.

1. Monetary and financial questions

Present international monetary and financial rela-
tions are characterized by considerable instability and
the existence of serious crisis factors which suggest the
possibility of further disruptions not only in the finan-
cial and economic spheres and in world trade, but in all
other areas of international economic and political rela-
tions as well.

The external indebtedness of the developing coun-
tries, which now exceeds $1,000 bitlion, continues to be
a source of increasing concern. The seriousness of the
situation is obvious from the fact that this amount ac-
counts for about 50 per cent of the GNP of the develop-
ing countries and that debt-servicing payments exceed
one quarter of their export earnings.

One of the main development problems of the
mid-1980s is the outflow of resources from the develop-
ing countries. Whereas in the 1970s this outflow was ac-
companied by the relatively rapid growth of certain
parts of the third world, the outflow of resources from
many developing countries has assumed such propor-
tions in the 1980s that they are experiencing a sharp
drop in income, stagnation and the undermining of the
development process. For the first time in the post-
colonial era a net transfer of financial resources from
the developing to the developed capitalist countries oc-
curred; it is estimated that in 1985 the amount in ques-
tion was $31 billion. The actual outflow, in the opinion
of the socialist countries, is much greater,

The situation has become one in which the developing
countries no longer receive financial resources but have
become a source of financing for the developed
capitalist countries. The most important contributing
factors in this respect include higher interest rates on
loans, the remittance of profits from foreign direct in-
vestments, the covert remittance of profits by sub-
sidiaries of TNCs through transfer prices, the flight of
capital, etc.

At the same time the flow of financial resources (o the
developing countries has declined. For example, since
the sixth session of the Conference the amount of ODA
made available by the developed capitalist countries has
not reached the 1982 level. The conditions on which ex-
port credits were granted have in general had the resuit
of an increase in the cost of imports of the developing
countries from the developed capitalisi countries.

The socialist countries of Group D are of the view
that present international monetary and financial prob-

f General Assembly resolution 35/56 of 5 December 1980, annex.

lems must be solved as rapidly as possible so that the
development process can be resumed, international
trade expanded and equal economic security assured for
all States,

External indebredness

The socialist countries consider that, with respect to
the problem of external indebtedness, the developed
capitalist countries bear considerable responsibility for
the present international monetary and financial crisis
and the deterioration of the economic situation of the
developing countries. The relations of the socialist
countries with the developing countries are based on
principles of equality and mutual advantage, and have
never been the cause of the payments difficulties ex-
perienced by their developing country partners,

They call for the solution of the external indebtedness
problem in the light of the interests of all countries and
in the context of the restructuring of international
economic relationships on a just, equitable and
democratic basis.

Such sclutions could include:
The reduction of inflated interest rates on loans;
The stabilization of exchange rates;

Concerted efforts by the international community to
seek effective means of arriving at a just solution of
the indebtedness problem and ensuring general
economic security;

Reduction of the outflow of resources from the develop-
ing countries; and

Agreement to refrain from using the monetary and
financial difficulties of individual countries as a
means of exerting political pressure and interfering in
the internal affairs of sovereign States.

The General Assembly, at its forty-first session,
adopted resolution 41/202 which specifically makes
provision for action within the United Nations aimed
at resolving external debt problems. In this respect
UNCTAD could, within its area of competence, also
contribute to their solution, Specifically, it could help to
create general conditions conducive to the improvement
of international monetary and financial relations on the
basis of equality and mutual advantage and subject to
the understanding that States refrain from the use of
moenetary and financial factors as a means of exerting
political pressure and threatening the economic security
of other States,

Outflow of resources from the developing countries

The socialist countries of Group D abide by their con-
sistent position on the question of the outflow of
resources from the developing countries, a question
which they have always regarded as an important reason
for the monetary and financial difficulties of those
countries, They consider that this problem should be in-
terpreted in a broad manner and that the elements used
in calculating its magnitude should include deterioration
of the terms of trade, monopolistic price formation
practices, the flight of capital, the impact of exchange
rate fluctuations of the major currencies of the
developed capitalist countries, etc.
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The socialist countries are of the view that in accord-
ance with Economic and Social Council resolution
1986/56, which calls upon organizations of the United
Nations system ‘‘to take appropriate and effective
measures in the fields of money, trade and finance . . .
in order to halt and reverse the net transfer of resources
from developing to developed countries’’, UNCTAD
should adopt specific recommendations in this area and
begin to work actively on the problem of the net outflow
of resources.

Official development assistance

The socialist countries of Group D provide the
developing States with all kinds of economic, scientific
and technical assistance.

They support the position adopted by the Group of 77
concerning the inadmissibility of exerting political
pressure on the developing countries in deciding
whether or not they should be granted ODA.

The socialist countries wish to point out that the
possibilities of an increase in the availability of obtain-
ing the additional resources that are so necessary to
satisfy economic and social requirements, including
those of the developing countries, are offered by dis-
armament and the reduction of military expenditures.
The implementation of the programme for the general
reduction of armaments presented by the socialist coun-
iries will enable all the developed countries of the world
to allocate additional resources to development.

Group D considers that UNCTAD should contribute
to the elaboration of principles of using—for the benefit
of the international community, and above all that of
the developing couniries—a part of the resources that
will be released as a result of the reduction of military
budgets.

Mobilization of domestic resources

The position of the socialist countries on this question
is based on the possible balanced development of the
State, co-operative and private sectors. However,
Group D emphasizes the priority of the first sector in
the main branches of the economy and the need for ef-
fective State regulation of the public and private sectors,

High interest rates, which are the result of the macro-
economic policy of certain developed capitalist coun-
tries, considerably undermine the financing of develop-
ment from domestic sources since a significant propor-
tion of resources must be used to service the external
debt. A reduction of interest raies and the solution of
the external debt problem will considerably enhance the
savings and investment potential of the developing
countries,

Military expenditures on armaments constitute a
serious obstacle to development for many developing
countries. The aggregate military expenditures of the
developing countries as a proportion of world military
expenditures are greater than their share of the world
GNP,

The implementation of a programme of general and
complete disarmament as rapidly as possible will have
the effect of making available for development purposes

domestic resources at present being used unproductively
in addition to supplementary external resources (ODA).

The reform of the international monetary system

Group D:

Supports the idea of more rapid action to reform the
international monetary and financial system in the
interest of all countries;

Supports the idea of strengthening the role of interna-
tional currency units, including the need for a sup-
plementary issue of special drawing rights and the
withdrawal from the system of international set-
tlements of surplus United States dollars by means of
““substitution accounts’’;

Supports the proposal to mitigate extensive and pro-
longed ftuctuations in currency exchange rates;

Considers that UNCTAD should, in accordance with its
mandate, make greater use of its possibilities of in-
fluencing the development and improvement of the
international monetary system.

1V. Trade in commodities

Overall assessment

A striking feature of the current situation in interna-
tional commodity markets has been their growing in-
stability,

More frequent and abrupt rises and falls in commod-
ity prices have distorted long-term market trends,
creating an uneven distribution of productive resources,
and this in turn has been causing even greater instability
on commodity markets.

The sectoral and macro-economic policies of the
developed capitalist countries have together contributed
to the present aggravation of these trends. Increased
protectionism, particularly in the agricutural sectors,
and the growing direct and indirect subsidization of the
production and exporis of commodities have subsian-
tially deformed an already imperfect market
mechanism, weakened the relationship between supply
and demand, and added to the disarray on many com-
modity markets. This, combined with high interest
rates, the instability of exchange rates and an enormous
rise in the indebtedness of the developing countries and
debt-servicing costs, is clouding prospects of achieving
economic security for the developing countries, which
depend on the production and exports of commodities.

The Group D countries believe that the above-
mentioned adverse trends should be counteracted by co-
ordinated efforts on the part of the international com-
munity aimed at the greatest possible intensification of
co-operation between the producers and consumers of
commodities.

Since the sixth session of the Conference, work has
continued on implementing the Integrated Programme
for commodities. The elaboration of an International
Tropical Timber Agreement was completed, A new In.
ternational Cocoa Agreement, 1986, came into force
and may be regarded as the first in a new generation of
international commodity agreements. Negotiations on
the International Natural Rubber Agreement were suc-
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cessfully completed. A new International Olive Qil
Agreement was concluded. Terms of reference were
agreed upon for the International Nickel Study Group.
As a result, a larger number of commeodities are now
covered by international commodity agreememts or
other arrangements. UNCTAD became somewhat more
active in co-ordinating the work of the intergovernmen-
tal commodities bodies.

In co-operation with international commodity
organizations, UNCTAD carried out extensive
analyvtical work to study the operation, effectiveness
and role of ICAs in attaining the objectives of the IPC.
This work resulted in the adoption by the Committee on
Commodities in December 1985 of recommendations to
improve the machinery of ICAs® which took into ac-
count the main deficiencies of previous ICAs and
outlined ways of overcoming them. Within the
framework of UNCTAD, efforts were undertaken dur-
ing the inter-sessional period to intensify work on prob-
lems in the area of processing, marketing and distribu-
tion, including transportation, of commodities.

The Group D countries reaffirm the need to
strengthen by every possible means the role of
UNCTAD in dealing with world commodity trade prob-
lems, in accordance with its mandate as defined in
General Assembly resolution 1995 (XIX) and other
basic resolutions (for example, Conference resolution
93 (IV)), and also emphasize the role of UNCTAD in
co-ordinating the activities of other bodies in the field of
commodities. Work on commodity problems should be
accorded priority in UNCTAD’s future activities.

Integrated Programme for Commodities

The Group D countries share the view that the IPC is
of continuing relevance. Work on the conclusion of
ICAs, as well as in the area of processing, marketing
and distribution, including transportationr, of com-
modities and on the problems of protectionism, trade
liberalization and increased access to markets should be
pursued.

International commodity agreemenis

The couniries of Group D consider that, notwith-
standing the difficulties in negotiating new ICAs or
renegotiating existing ones with a stabilization
mechanism, such agreements are still the most accept-
able instrument for international co-operation in the
field of commodity trade, since they take into account
the interests of both exporters and importers of com-
modities, bring about the conditions required to
eliminaie fluctuations in prices, limit the opportunities
for TNCs to manipulate the commodity markets in their
own interests and, to some extent, restrain speculation
in the commodity markets. The basic approach of the
Group D countries to the elaboration of 1CAs is consist-
ent with the above-mentioned recommendations made
by the Committee on Commodities at its eleventh ses-
sion.

& See Official Records of the Trode and Devefopment Board,
Thirty-second Session, Supplement No. 4 (TD/B/1085), annex 1, de-
cision 23 (XI).

Group D supports the proposal by the Group of 77
for the continuation within UNCTAD of preparatory
work on commodities not covered by ICAs.

Processing, markeling and distribution, including
fransportation, of commodities

The socialist countries of Group D consider that,
since the control of the TNCs over the processing and
marketing of commodities has increased considerably in
recent vears, effective national and international con-
trols on the activities of TNCs in the area of processing,
marketing and distribution, including transportation, of
commodities are essential,

The question of increasing the role of the developing
countries in the system of marketing the commodities
they produce is also closely bound up with the problems
of liberalizing trade in processed commodities, the need
to improve access to the markets of the developed
capitalist countries and efforts to combat protectionism
in agricultural commodities.

The socialist countries of Group D consider that some
attention also deserves to be given to evaluating and
promoting horizontal and vertical diversification in the
commodity sectors of the developing countries. Insuffi-
cient importance has so far been aitached in UNCTAD
to this guestion, yet a number of developing countries
have been successfully applying such policies and their
experience merits attention,

Group D intends to contribute to the achievement of
positive results at the seventh session of the Conference
in the area of the normalization of world commodity
trade.

Y. International trade, including structural adjust-
ment, trade in services and trade relations among
countries having different economic and social
systems

Trade policy

The seventh session of the Conference will take place
against an extremely complicated background as
regards trade policy, one which is characterized by con-
tinuing erosion of the system of international trade and
increasingly widespread use of protectionist measures in
world trade, and which thus threatens the economic
security of States.

The main aspects of these negative processes in the
area of international trade are:

Even more frequent and harmful departures from the
basic principles of international trade policy (MFN
treatment and non-discrimination);

The frequent imposition of restrictions in trade, based
on political motives;

The widespread violation of international treaty obli-
gations in the field of trade practised by the leading
Western States, which are also the largest trading
pariners.

A particularly complicated situation as regards trade
policy has occurred in those sectors of world trade
which, practically, are not covered by General Agree-
ment rules (for example, agriculture) or in which depar-
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tures from multilateral General Agreement rules have
been legalized (textiles and clothing).

Various new non-tariff trade restrictions are being
imposed on a wide scale to circumvent General Agree-
ment rules (for example, so-called ‘“‘voluntary export
restraints’’). Wider use is being made of restrictions by
trading firms (restrictive business practices), this being
associated above all with the activities of TNCs, These
various restrictions affect the trading interests of the
socialist and developing countries in particular. They
are a serious threat to international trade as a whole.

In the present situation, the socialist countries con-
sider that:

(1) Itis in the long-term strategic interest of all coun-
tries to create conditions in international trade and
economic relations that will ensure their economic
security. To this end, the principle of the sovereign
equality of States must be fully realized in international
economic relations, an objective which can only be
achieved, however, through application of non-
discrimination angd MFN treatment in international
irade.

The existing principles and rules of the system of in-
ternational trade are consistent with these requirements.
International trade relations, therefore, have worsened
not because these principles and rules are now irrelevant
or obsolete, but because many countries are pursuing
trade policies which ignore these international prin-
ciples.

(2) The socialist countries are firmly convinced that
the existing principles and rules of international trade,
such as the principles of MFN treatment and non-
discrimination, are in the interest of all countries, and
for this reason they will oppose the legitimization of
departures from these principles.

(3) Our commitment to MFN treatment and non-
discrimination does not mean that the socialist countries
dispute the right of the developing countries to differen-
tial and more favourable treatment. The trade
preferences granted to the developing countries do not
constitute a violation of the basic principles of the
system, but rather are exceptions recognized interna-
tionally.

The socialist countries continue to support the need
for preferential and differential treatment in trade for
the developing countries.

(4) The socialist countries recognize the importance
of reaffirming commitments to “*standstill”’ and “‘roil-
back’’ and their observance on a universal basis,

(5) The socialist countries are in favour of all in-
terested countries having the opportunity to participate
in the Uruguay Round, since the new round of negotia-
tions on the problems of world trade effects the interests
of all those taking part in it. The socialist countries con-
sider it important that, as in the case of the Tokyo
Round, UNCTAD should review and evaluate the
results of the Uruguay Round.

(6) The socialist countries also note the interrelation-
ship between protectionism and structural adjustment,
i.e., the fact that the wave of protectionism is mainly
due to the inadequacy of the structural changes taking
place in the developed capitalist countries. They call for

continued discussion in UNCTAD of the question of
protectionism and structural adjustment,

Structural adjustment

In considering the questions of structural adjustment
in the world economy, the socialist countries take the
view that the effective implementation of structural ad-
justment in individual countries and their greater par-
ticipation in the international division of labour is an
objective necessity for the further development of the
world economy. This process should take into account
the economic interests of all groups of countries and
contribute to the establishment of democratic and
equitable international economic relations. When
discussing structural changes within the framework of
the United Nations, consideration must at the same time
be given to all the various social, economic and political
aspects of this process. Appropriate structural adjust-
ment in the world economy can be carried out suc-
cessfully only in conditions of mutwal confidence
among States and of good will on their part. As for the
developing countries, structural changes should help in
gradually overcoming their economic and technological
backwardness and in meeting the domestic needs of
their economies in general, and should also contribute
to appropriate social transformations.

The socialist countries support:

(g) The establishment of a system of international
economic security and confidence among States, which
is essential in creating a favourable climate for the
development of economic co-operation among States;

(B) The exercise of the requisite palitical will to help
in solving the economic problems of the developing
countries;

(¢) The adoption of specific measures aimed at
limiting the arms race and gradually achieving disarma-
ment, reducing the arms spending of all countries and
using the resources thus released for social and
economic development, including that of the developing
countries.

International trade in services

For objective reasons services are becoming an in-
creasingly important factor in the economic develop-
ment of a]l countries,

Trade in services differs substantially from frade in
commaodities and involves not only economic but also
social issues, and at times even the sovereignty of States.

Growing importance is justifiably being attached to
the problems of trade in services in international
economic organizations, inciuding UNCTAD.,

In this regard, the socialist countries consider it im-
portant that the UNCTAD secretariat should undertake
the preparation of basic comprehensive studies, taking
particular account of the important role of service in the
process of economic development of all countries and in
improving the overall international competitiveness of
their economies. They will be of assistance in the for-
mulation of relevant proposals in this area.

In connection with the Uruguay Round of
multilateral trade negotiations which have now com-
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menced, dealing, inter alia, with matters relating to
trade in services, the socialist countries believe that
UNCTAD should serve as a forum for the discussion of
the progress and results of these negotiations, with a
view to protecting the interests of all parties concerned
in the international trade in services.

Trade relations among countries having
different economic and social systems

The approach of the socialist countries to trade rela-
tions among countries having different economic and
social systems is based on the following principal con-
siderations.

(1) They reaffirm the universal nature of UNCTAD’s
mandate in accordance with General Assembly resol-
ution 1995 (XIX).

(2) They express their readiness to develop a con-
structive dialogue and co-operation with every group of
couniries, in view of the interdependence of all trade
flows, for the purpose of removing existing obstacles
and establishing favourable conditions fer reciprocal
trade while fully observing the principle of the sovereign
equality of all countries.

(3) They cail for a business-like and constructive
discussion of the problems, prospects and ways of
developing the trade of the socialist countries with the
developed capitalist and developing countries, making
active use of the analvtical report of the Secretary-
General of UNCTAD, particularly chapter IV, They
support the harmonization and adoption of an extensive
document on further promotion of trade and economie
co-operation among countries having  different
economic and social systems, based on the proposals of
the UNCTAD secretariat in TD/B/1104 and the accept-
able elements of the draft resolution annexed to Con-
ference decision 145 (VI).

(4) They call for theexpansion of UNCTAD activities
to provide technical assistance in trade between the
developing and socialist countries, first and foremost
with resources from UNDP,

VYI. The least developed couniries

The socialist countries share the view that progress
achieved thus far in this area is very modest indeed. The
economic and social situation of the LDCs is continuing
to deteriorate. Implementation of the Substantial New
Programme of Action for the 1980s for the Least

Developed Countries is proceeding stowly, The situation
facing the LDCs is to a considerable extent the result of
existing inequitable international economic relations.

It has also become obvious that the cyclical economic
revival in some leading industrialized capitalist coun-
tries in the mid-1980s has not had a positive impact on
the developing countries.

The socialist countries believe that, in discussing this
question, the Conference should focus atiention on the
following two aspects:

An analysis of the reasons for the failure to imple-
ment fully the decisions which have already been
adopted on this problem;

The identification of internal and external factors
likely to stimulate the socio-economic development of
the LDCs.

Bearing in the mind the recommendations of the mid-
term review of implementation of the Substantial New
Programme of Action, the socialist countries intend, in
the latter half of the 1980s, to pursue trade and
economic policies likely to bring about greater co-
operation with the LDCs as a result of an extension of
its geographical framework; further diversification of a
mutually advantageous division of labour with in-
terested LDCs; supplying these countries with the
machinery, equipment and other producers’ goods
they require; increasing exports of their domestic output
to the socialist countries, including the development of
exports on a long-term basis; assisting the LDCs in
strengthening their State planning systems in the
economic field; and providing assistance where possible
to interested LDCs for the development of industry and
of some other sectors.

The socialist countries are sympathetic to the pro-
posal regarding the need to enhance the role of
UNCTAD within the United Nations system in address-
ing the problems of the LDCs. On the other hand, our
countries believe that the United Nations regional com-
missions should make a more substantial contribution
to the implementation of the Substantial New Pro-
gramme of Action, and also participate in monitoring
progress in the implementation of that programme.

The socialist countries consider that the UNCTAD
secretariat should, on a regular basis, prepare up-to-
date information regarding the situation of the LDCs,
and analyse the results achieved in implementing the
Substantial New Programme of Action. This analysis
and information should be made available to alt coun-
tries participating in UNCTAD.

C. Position paper of the People’s Republic of China on issues
to be considered at the seventh session of the Conference*

The seventh session of the United Nations Conference
on Trade and Development is being convened against
the background of a critical international economic situ-

* Initially circulated as TD/331,

ation, characterized by weak growth of the world
economy, a volatile monetary and financial situation
and a slow development of international trade. The
developed countries are experiencing slow economic
growth, and the economic and trade conflicts among
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them have intensified. As for developing countries, their
economies are stagnating, while the external economic
environment continues to deteriorate, Rising protec-
tionism and the drastic falling of commodity prices have
substantially reduced the export earnings of the
developing countries. This situation, coupled with the
shortage of resources for development and increasing
indebtedness, has seriously hindered their economic
development. As a result, the gap between the North
and the South is widening,

The international community is confronted with the
two interrelated challenges of peace and development.
Peace is a prerequisite for economic development, while
economic development in turn contributes to peace and
stability. At a time when there is an increasing inter-
dependence in international economic relations, the
economic development of individual countries depends
both on their own efforts and policies and on a
favourable external environment and international co-
operation. Developing couniries are shaping their social
and economic systems and development strategies in
accordance with their own development needs and
specific social and economic conditions. Many of them
are carrying out arduous adjustment processes for a
rapid development in the light of their respective condi-
tions, However, these difficulties have been exacerbated
by the deteriorating international economic environ-
ment. The developed countries, particularly the major
developed countries, should thus give full consideration
to the interests of developing countries when for-
mulating their domestic economic policies and co-
ordinating their macro-economic policies, so as to avoid
an adverse impact on the developing countries and help
improve the external conditions for the economic
development of those countries. The developed coun-
tries should give priority to improving the market access
and the transfer of funds and technology to the develop-
ing countries. Stable and enduring economic prosperity
of the developed countries can be achieved only through
the economic development and the elimination of
poverty in the developing countries,

As a forum in the United Nations system for both
developing and developed countries to discuss trade and
development issues and hold substantive negotiations,
UNCTAD should take the opportunity offered by the
seventh session of the Conference to actively promote
North-South dialogue and improve the economic refa-
tion between the North and the South. The session
should contribute to the strengthening of multilateral
co-operation, finding solutions for the urgent problems
facing the developing couniries, promote the develop-
ment of internaiional trade and the internaticnal
economy ang facilitate the establishment of a new inter-
national economic order. China notes with appreciation
the correct propositions and reasonable proposals put
forward by the Group of 77 at its Sixth Ministerial
Meeting and hopes that they will be given due attention
by the Conference.

China wishes to clarify its principled position as
follows vis-¢-vis several substantive items on the agenda
for the session, so as to facilitate discussion with other
delegations,

I. Resources for development

At present, the developing countries are suffering
from a serious shortage of resources for development
and an increasing debt burden. The difficulties con-
fronting them cannot be resolved without (@) expanding
the sources of their development resources; and (b) re-
ducing their external debits.

The developed countries should increase their finan-
cial flows to developing countries, especially their ODA.,
Some developed countries have reached or surpassed the
ODA target established by the United Nations, but there
are still many which have not done so. Developed coun-
tries, especially the major economic powers, including
those countries with huge trade surpluses, should make
serious efforts to attain the above target as soon as
possible, At the same time, the developed countries
should expand their export credit to the developing
countries. They should encourage their own enterprises
while respecting the laws of host couniries to increase
their direct investment in the developing countries, They
should also urge their commercial banks to increase
commercial lending to developing countries on more
favourable terms.

Creditor countries, commercial banks, international
financial institutions, and the debtor countries
themselves should share the responsibility in solving in
debt problem. This should be done through the
economic growth of debtor countries, i.e. by increasing
their capacity to repay their debt, rather than at the
sacrifice of their development process. In addition, the
solution of the debt problem should be associated with
an improvement in the terms of trade of the developing
countries and with an easier access by developing coun-
tries to the markets of the developed countries. The
reasonable proposals by some debtor countries to limit
their debt repayments to a certain ratio of their own
economic growth rate and export earnings should be
given serious consideration. Developed crediior coun-
tries should make a serious effort to implement Trade
and Development Board resolutions 165 (S-IX) and 222
(XXI) by lowering interest rates and liberalizing repay-
ment terms for the benefit of the developing countries,

Moreover, solving the problems of resources for
development and debts confronting the developing
countries requires a more favourable international
financial environment and a more rational and more
stable international monetary system. International
financial institutions should contribute to mobilizing
resources for development for the developing countries
by increasing concessional loans for them. IMF should,
as soon as possible, make a new allocation of special
drawing rights. The international community should
make further efforts to reform the international
monetary system, strengthen the regulation of rational
flow of international capital and improve the terms on
which the developing countries can find access i0 the in-
ternational financial markets.

II. Commodities

During the 1980s, the situation regarding com-
modities has steadily deteriorated. Commodity prices
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have fallen to their lowest level since the Great Depres-
sion of the 1930s, inflicting extremely adverse impact on
the heaithy development of the world economy,
especially on the economic development of the develop-
ing countries. For this reason, the international com-
munity should take effective measures to stabilize com-
modity prices and to improve the worsening terms of
trade afflicting the developing countries, so as to pro-
mote their socio-economic development.

At the seventh session, the Conference should pro-
mote the full implementation of the Integrated Pro-
gramme for Commodities and the early entry into force
of the Agreement Establishing the Common Fund for
Commodities.” In an effort to break the deadlock over
commodities, it should urge those major powers that
have not vet done so to ratify the Agreement as soon as
possible.

In the spirit of the IPC and according to the specific
characteristics of the different commodities, the inter-
national community should continue its efforts to con-
clude ICAs containing price stabilizing and other
measures. In order to enhance research development in
the field of commodities and to increase market
transparency, it should give serious consideration to ad-
ditional measures which would help stabilize prices and
increase the export earnings of the developing countries.

The international community and the developed
countries should emphasize, and provide financial sup-
port for, the diversification of the commodities pro-
duced and exported by the developing countries. One
important way of achieving such diversification and in-
creasing export earnings is t0 ensure greater participa-
tion by the developing countries in the processing,
marketing and distribution, including transport, of
commodities. The developed countries should end their
tariff escalation and other protectionist measures
against the processed and semi-processed products of
the developing countries. They should also provide ac-
tive support and assistance to the developing countries
in finance, technology and human resources develop-
ment, so as to create favourable conditions for the
diversification of their production and exports.

In order to stabilize the export earnings of the
developing countries, it is vitally important to establish
within UNCTAD compensatory financing facilities for
the shortfalls in export earnings. At the same time, the
international community should make a serious effort
to improve the existing compensatory facilities so that
their potentials can be fully realized.

Since its establishment, UNCTAD has done an enor-
mous amount of fruitful work on commodities. It
should continue to play its unique role in that field with
a view to helping the developing countries to change the
unfavourable situation confronting them on the inter-
national commodity market.

IH. International trade

Since the sixth session of the Conference, protec-
tionism in the developed countries has sericusly under-

I United Nations publication, Sales No. E.81.11.D.§ and corrigen-
dum,

mined the fundamental principles of the international
trading system. It has hampered the development of
world trade and by reducing their share in it, en-
dangered the economic development of the developing
countries.

The developed countries should therefore adopt con-
crete and effective measures to implement the com-
mitments on the standstill and roll-back of protec-
tionism they have made in UNCTAD and other interna-
tional forums. They should, in particular, reduce and
eliminate the protectionist measures against products
which are of export interest to the developing countries,
such as textiles, clothing, footwear and agricultural
products, and give them more favourable differential
treatment. They should open up their markets to the
developing countries and review their trade legislation
and regulations relating to anti-dumping and counter-
vailing, and exempt the exports of the developing coun-
tries from unreasonable obtacles. At the same time, the
developed countries should take effective measures to
control restrictive business practices that are un-
favourabie to the trade of the developing countries.

To help the economic development of the developing
countries, the developed countries should fulfil the com-
mitments they entered into at previous sessions of the
Conference to take effective measures in the structural
adjusiment of industries which have losi their com-
petitive advantage. In this connection, the Trade and
Development Board should further strengthen its an-
nual review of protectionism and structural adjustment.

The developed countries should respect the principles
of the GSP, namely those of generality, non-
discrimination and non-reciprocity. They should im-
prove their GSP schemes by expanding the coverage of
preferential products and simplifying the application
procedure, so that the developing countries can benefit
from them.

UNCTAD should play an active role in the new round
of multilateral trade negotiations. It should provide the
necessary advice and technical assistance to the develop-
ing countries, so that their needs can fully be taken into
account in the new round of negotiations and tangible
results can be achieved in combating protectionism,
strengthening and improving the international trading
system and promoting the development of world trade.

Expanding international trade, including that be-
tween countries with different economic and social
systems, is one of the most important means of pro-
moting the development of the world economy and
international irade. When considering this item,
however, at the seventh session the Conference should
take full account of the needs of the developing coun-
tries.

1V. The least developed countries

The LDCs have long been facing very serious
economic difficulties. The better part of the 19805 has
been a witness to stagnated production, declining per
capita income and aggravated poverty in these coun-
tries, which have aroused the serious concern of the
international community,
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The special difficulties of the 1.DCs have met with
China’s deep sympathy. To the extent of its capacity,
China supports them in their efforts to overcome their
backwardness and has provided assistance for their
endeavour.

Support and assistance from the international com-
munity is of vital importance to the economic develop-
ment of the LDCs. The developed countries should
assume responsibility for assisting the economic
recovery of the LDCs. They should take effective
measures to implement adequately the Substantial New
Programme of Action and the resolutions concerning
the LDCs adopted by the General Assembly and by
UNCTAD and to attain as soon as possible the targets
for development assistance established by the United
Nations.

In considering the question of the LDCs, the Con-
ference should highlight the causes for the failure to im-

plement adequately the Substantial New Programme of
Action, with a view to an early attainment of the target
set therein, kt should formulate proposals for an overall
review of that programme in 1990, When considering
such items as resources for development, commodities
and international trade, the Conference should take full
account of the special difficubties of the LDCs and keep
in mind their special demands.

Since its establishment, UNCTAD has been construe-
tively carrying out the mandaie given to it by the
General Assembly in its resolution 1995 (XIX). It has
plaved an important role in promoting North-South
diatogue and South-South co-operation. In the present
situation, this role should be strengthened further rather
than weakened. In view of the important role of
UNCTAD in the field of development, the international
commurity should make a concerted effort to improve
its effectiveness and its responsiveness to both im-
mediate and long-term issues.
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1. At its 205th and 210th plenary meetings, on 13
and 27 July 1987, respectively, the United Nations Con-
ference on Trade and Development, in accordance with
rule 14 of its rules of procedure, appointed a Credentials
Committee consisting of the following member States:
Barbados, Burma, China, Ghana, Netherlands,
Rwanda, Union of Soviet Socialist Republics, United
States of America and Venezuela.

2. The Credentials Committee met on 24 July 1987,

3. Mr. Adolfo Raidl Taylhardat (Venezuela) was
unanimousty elected Chairman of the Committee.

4. The UNCTAD secretariat informed the Commit-
tee on the status of credentials of representatives as at
23 July 1987. Credentials issued by the head of State of
Government or by the Minister for Foreign Affairs, as
provided for in rule 13 of the rules of procedure of the
Conference, had been submitted by 103 member States.
The appointment of the representatives of 13 member
States had been communicated to the Secretary-General
of UNCTAD by means of a cable from the Minister for
Foreign Affairs or from the Ministry of Foreign
Affairs, The appointment of the representatives of
20 member States had been communicated to the
Secretary-General of UNCTAD by means of a letter
from the permanent representative or a note verbale
from the permanent mission in Geneva. The appoint-
ment of the representative of 5§ member States had also
been communicated to the Secretary-General of
UNCTAD. The Committee also had before it document
TD/342.

5. The representative of the Union of Soviet
Socialist Republics objected to the acceptance of the
credentials for the representatives of so-cailed
*‘Democratic Kampuchea’’, stating that, in the view of
the Soviet delegation, those credentials were null and
void.

6. The representative of China objected to the state-
ment by the representative of the USSR and stated that,
in the view of the Chinese delegation, the credentials of
Democratic Kampuchea were valid, referring to the fact
that the Government of Democratic Kampuchea had
been recognized by the General Assembly of the United
Nations as the sole legitimate Government of that coun-
try.

7. With regard to the participation of Afghanistan
in the seventh session of the Conference, the represen-
tative of China reiterated the position of his country as
reflected in the report of the Credentials Committee of
the General Assembly at its forty-first session.®

a For the discussion of this report in plenary meeting, see part three
abaove, section F.2.

b A/41/727 and Add.1.
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8. With regard to the participation of Chile in the
seventh session of the Conference, the representative of
the Union of Soviet Sacialist Republics veiterated the
position of his country as reflected in the report of the
Credentials Committee of the General Assembly at its
forty-first session.

9, The representative of the United States of
America stated that the credentials of the represen-
tatives of Democratic Kampuchea and Chile were in
order, fulfilled the requirements of rule 13 of the rules
of procedure, had been accepted by UNCTAD in the
past and should be accepted at the current session, The
Credentials Committee’s work should be of a technical
nature, and not based on the views of Governments
about the policies of member States. Out of respect for
the technical nature of the credentials exercise, the
United States was not objecting to the acceptance of the
credentials of the representatives of Afghanistan, but
pointed out that the position of his delegation about the
unrepresentative nature of that Government, installed
as a result of aggression by the Soviet Union, was
reflected in the report of the Credentials Committee of
the General Assembly at its forty-first session, and re-
mained unchanged,

10. The representative of the Union of Soviet
Socialist Republics stated that the statement made by
the United States representative concerning Afghanistan
was a conscious and evil attempt to distort the historical
and political reality in that country. That statement
could not change the fact that the Democratic Republic
of Afghanistan was a sovereign, non-aligned State
which was a full and equal Member of the United
Nations. The comment by the United States represen-
tative was an attempt to interfere in the internal affairs
of Afghanistan and was contrary to the Charter of the
United Nations and to the interests of normalization of
the situation in South-West Asia, a process that was
being assisted by the personal efforts of the Secretary-
General.

1}.  The representative of the Netheriands reiterated
the position of his country as reflected in the report of
the Credentials Committee of the General Assembly at
its forty-first session, namely that the Committee had a
technical task to perform—it was not its function to
make political judgements regarding the Governments
that issued the credentials. Accordingly, his delegation
would accept the credentials of the representatives of all
the States participating in the Conference,

12, The representative of Ghana stated that the
position of his country on the credentials of
Afghanistan, Chile and Democratic Kampuchea re-
mained the same as that stated in the Credentials Com-
mittee of the General Assembily at its forty-first session,



Annex VI,

Report of the Credenlials Commitiee 133

13. The representative of Rwanda stated that the
position of his country on the credentials of
Afghanistan, Chile and Democratic Kampuchea re-
mained the same as that stated in the Credentials Com-
mittee of the General Assembly at its forty-first session,

14. The representative of Barbados stated that he
was prepared to accept the credentials of representatives
submitted in accordance with the relevant rules and pro-
cedures for the submission of such credentials.

15. The Chairman proposed that, taking into ac-
count the statements made by members of the Commit-
tee, which would be reflected in its report, the Commis-
tee should decide to accept the credentials of the
representatives of the member States referred to in
paragraph 4. In connection with the credentials which
had not yet been submitted in due form, the Chairman
proposed that the Committee accept the assurances
given by the representatives concerned, on the
understanding that their credentials, in conformity with
rule 13 of the rules of procedure of the Conference,
would be submitted promptly to the Secretary-General
of UNCTAD. There was no objection to this proposal.

16, The Chairman then proposed the following
draft resolution for adoption by the Committee:
““The Credentials Commiltitee,
“Having examined the credentials of the represen-
tatives of the seventh session of the United Nations
Conference on Trade and Development,

“Accepts under the terms of rule 14 of the rules of
procedure of the Conference, the credentials of the
representatives to the seventh session of the Con-
ference and recommends to the Conference that it
approve the report of the Credentials Committee.”

17, The Committee adopted the above draft resolu-
tion without a vote,

18. The Chairman then proposed that the Commit-
tee should recommend to the Conference the adoption
of the draft resolution in paragraph 19. The proposal
was adopted by the Committee without a vote.

19. In the light of the foregoing, the present report
is submitted to the Conference.

RECOMMENDATION OF THE CREDENTIALS COMMITTEE

The Credentials Committee recommends to the Con-
ference the adoption of the following draft resolution:*

““Credentials of representatives to the seventh session
of the Conference

““The United Nations Conference on Trade and
Development

“Approves the report of the Credentials Com-
mittee.”’

¢ For the text adopted, see resolution 188 (V).
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of Ministers of the Union of Soviet Socialist Republics

Message frorm Mr. Wojciech Jaruzelski, Chairman of the
Council of State of the Polish People’s Republic

Message from Mr, Pham Hung, Chairman of the Council of
Ministers of the Socialist Republic of Viet Nam

Statement by Mr. Bernmard T. G. Chidzero, Minister of
Finance, Economic Planning and Development of the
Republic of Zimbabwe, President of the seventh session of
the United Nations Conference on Trade and Development,
at the 2015t plenary meeting, on 9 July 1987

Message from His Holiness Pope John Paul II

Address by Mr. Lazar Mojsov, President of the Presidency of
the Socialist Federal Republic of Yugoslavia (host country to
the sixth session of the Comference), at the inaugural
ceremony on 9 July 1987

Message from Mr. Alan Garcla Pérez, President of the
Republic of Peru

Note concerning wo documents submitted by the Organisation
for Economic Co-operation and Development

Address by Mr. Mohamed Hosny Mubarak, President of the
Arab Republic of Egypt, at the 202nd plenary meeting, on
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adopted by the Economic and Social Commission for Asia
and the Pacific at its forty-third session, April 1987, entitled
“lmplementation of the Substantial New Programime of Ac-
tion for the 1980s for the Least Developed Countries™
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Conference
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ference
G. COMMITTEE DOCUMENTS
Copuniltee 1
Proposals on policies and measures, submitted by Peru on 8 (a) See annex V.B above, part I,
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submitted by the Group of 77
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mitted by the Chairman of the Committee
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section B.4, appendix 11

Subsequently issued as TD/
L.315

See annex V.B above, part II,
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issued as TD/L.314

Adopted as amended by TD/
L.303; see part two above,
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See part two above, chapter V,
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Idem, appendix 111

fdem, appendix 1V

Idem, appendix V

See annex V.B zbove, part II,
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TD(VH)/CG/CRP.3 International trade: text submitted by the Chairman of the 819

Working Group on International Trade
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