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INTRODUCTION

1. The Committee for Development Planning held its fourth session at United
Nations Headquarters in New York from 17 to 21 March 1969. The Committee took
note of the reconstitution of its membership by the Econcmic and Social Couneil
recently, E/ and re-elected the follcowing officers, vho were originally elected
at the first session:

Chairman: Mr. J. Tinbergen

Vice-Chairman: Mr. M.L. Qureshi

Rapporteur: Mr. J. Pajestka

However, because of Mr. Pajestka's inability to be present at the fourth session,
the Committee designated Mr. J. Sirotkoviec as Rapporteuy ad interim.

2. At the opening meeting of the fourth session on 17 March 1969,
Mr. Philippe de Seynes, Under-Secretary-General for Economic and Social Affairs,
made a statement, welcoming in particular the new members of the Committee.

3. The Ccommittee adopted the following agenda at the opening meeting

(E/AC.54/5):
1. Opening of the session

Z. Election of officers

A\

sdoption of the agenda

b, Preparation of guidelines and proposals for the Second United Nations
Development Decade

5. Provisgional agenda for the next sessicn
6. Report to the Economic and Social Council.
b, The Committes held a wide-ranging discussion on matters concerning the

Second United Nationg Development Decade. However, as it felt the need for
further deliberations on a number of aspects, the Committee decided not to prepare
its report to the Economic and Social Council on the subjects discussed at the
fourth session until it had completed its discussions at the fifth sessicn in

May 1969. I% was thus decided that the report would cover the work carried out

at both sessions.

i/ Decision taken by the Econcmic and Social Council at its 1575th meeting
held on 18 December 1968.



5. The Committee held its fifth session at the headquarters of the Economic
Commission for ssia and the Far East {ECAFE) at Bangkok from 7 to 16 May 1969.
At the opening meeting of the fifth session on 7 May 1969, U Nyun, Executive
Secretary of ECAFE, welcomed the Committee on behalf of the Commission, and

Mr. Philippe de Seynes, Under-Secretary-General for Economic and Social Affairs,
made a statement.

6. The Committee adopted the following sgenda at the opening meeting (B/AC.54/7):
1. Opening of the session
2. Adoptlon of the agenda

3. Preparation of guidelines and proposals for the Second United Nations
Development Decade

L.  Problems of planning and plan implementation (with special reference
to Asia)
5. frrangements for future work

6.  Adoption of the report to the Economic and Social Council.

7. The Committee wishes to express ite gratitude to the secretariat of the
Economic Commission for Asia and the Far Rast for its generous hospitality and
admirable co-operation in convening the session at Bangkok and for making every
possible effort to facilitate the work of the Committee. It is indeed fitting that
the Committee should have examined in scme depth issues relating to the Second
United Nations Development Decade during its session at the headquarters of ECAFE -
the developing region where, because of both its population and economic size,

the relevant issues carry an added weight. The co-operation of the secretariat
has been particularly helpful in the Committee's examination of problems of
planning and plan implementation in Asia.

8. The Committee also wishes to express its appreciation to various

organizations for the information made available to it through their representatives
and through the documentation submitted to it.

D




I. FPREPARATION OF GUIDELINES AND PROPOSALS FOR THE
SECOND UNITED TATIONS DEVELOPMENI DECADE

9. Irn line with the time-table for ccompleting the preparatory work with & view
to enabling the General Assembly to launch the Second United Nations Development
Decade in the autumn of 1970, the Committee has reviewed the principal problems
involved in formulating an effective international development strategy for the
Decade. DRecause of limitations of time, the Committee has not been able to
consider all aspects of these problems. It hopes to examine a number of these
problems at its next session. Meanwhile, the Committee has deemed 1t appropriate
to prepare & provisional but ccherent set of recommendations, which will assume
final form only after discussions at the next session. At that time, the
Committee intends to provide, for some of the recommendations, accompanying
explanations and comments that it has not found possible to incliude in the present
report. The Committee i1s aware that there are organizations in the United Nations
system which are better gualified to deal with many of these problems individually
in detail. However, on the basis of the experience of its members in development
planning, it believes in the need %o avoid both an over-aggregative and a %too
partial approsch. On scme points the Committee's suggestions may appear somewhat
abrupt. If it has chosen, nevertheless, to present certain provocative formulations,
it is not because the Committee has underestimated the difficulties encountered
by Governments and the international organizations concerned. The fact is that
the data available to it have convinced it of the necessity and the urgency of
certain radical changes in the prevailing policies.

10. The designation of the 1960z as the first United Nations Development Decade
has on the whole had a stimulating effect on thinking and action at both national
and international levels. /Although the annual rates of growth recorded in
developing countries during the present Decade have in general been modest, they
have often marked a break from the stagnation and intertia characteristic of

the decades preceding the Second World War. Broadly speaking, the productive
capacity of developing countries has increased significantly; their investment
and saving levels have recorded gains, and, what is perhaps most important, their
ability to undertake wider and more complex activities has been steadily on the
rige. On the other hand, it has to be emphasized that the gains have not been
evenly shared among developing countries. There has been a marked disparity among
the rates of growth recorded in different developing countries or regions, and
the underlying heterogeneity of economic and social conditions has generally
remained unchanged. On the average, developing countries achieved during 1960-1967
an annual rate of increase of aboubt 4.7 per cent in their total gross domestic
product but only about 2.1 per cent in thelr per capita gross domestic product.
During the same periocd, the ccmparable rate of increase in per capita gross
domestic product for developing countries in Africa is provisicnally estimated

to have been around 1.5 per cent, in Asia 2.2 per cent and in Latin America

1.8 per cent. Taken individually, the per capita rate in Brazil was 1.1 per cent,
in India 0.9 per cent, in Indonesisa -0.6 per cent and in Pakistan 3.3 per cent.

In many countries, and even on scme conbinents, the average rate of increase in
both total and per capita gross domestic product in this period has actually
declined in comparison to the rate achieved in the 1950s. There are indeed not
many countries which have made truly rapid progress, apart from those which have
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benefited fr<r cxceptionally favourable external conditicns (notably petroleum-
producing countries and countries which have gained from war circumstances). By
contrast, there are countries where the rate of progress has been very moderate,
Particularly the performance of many countries with a low per capita income

and large population has been totally inadequate and these constitute the core
of the problem. For these countries, the basic preconditions, both economic and
social, of accelerated progress are still absent. And in quite a few places,
the most valuable energy is bheing vitiated by political crises, instead of belng
used for economic and soclal progress.

11. During the sawme period, developed countries continued to expand their
economies at high rates. Between 1960 and 1967 the developed market economies
increased annually their total gross domestic product by 5.2 per cent and their
per capita gross domestic product by U4 per cent. The centrally planned economies
of USSR and eastern Burope increased annually their total net material product by
6.6 per cent and their per cAarita net materisl product by 5.4 per cent. Developed
countries have made further progress in sclence and technology and in

reinforcing their trade and co-operation., On the other hand, their contribution
towards achieving the objectives of the First Development Decade has not lived

up to expectations. In particular, the net flow of financial resources g/

as a percentage of the gross national product of the developed market economies
has actually declined from ©.79 in 1960 to 0.68 in 1987, and reduced comnitments
for the finel years of the present Decade imply a further decline. Moreover,

in spite of some progress in opening up their markets for exports from developing
countries and in expanding new forms of technical assistance, the present
situation in these fields still leaves much to be desired, and the world market
foreces continue to affect developing countries adversely.

12, In these circumstances, the Committee suggests that the Second Development
Decade should be launched by a General Declaration, Lo be adopted by the

General Assembly, which would proclaim that it was in the common interest of all
countries of the world that more rapid progress should be made in the developing
countries during the Decade (and not only in respect to the rise in per capita
gross product) and epunciate various commitments which would be accepted by both
developed and developing countries to further this objective. In addition,
since many of these commitments can only be specified in very broad terms

in a General Declaration, each individual country would supplement this

General Declaration by a unilateral statement in which it would define more
precisely what it undertook to do - for example, a developing country might
specify what kind of land reform it would seek to implement and when this would
be effective, or a developed country might specify more precisely the scope

2/ Data on net flows refer to disbursements to developing countries and

B 0 the multilateral financial and technical assistance agencies, net of
amortization. If account is taken also of net interest and dividend
payments, the figures would be much smaller and in scme cases - for
example, in Latin America - even negative.




and timing of itsg measures to give a preference to imports of manufactures from
developing countries. Wherever possible, countries should accept more far-reaching
commitments in these unilateral statements than would be implied by the General
Declaration.

13, In the analysis that follows, the Committee has indicated the points on
which the General Leclaration might state an objective or a commitment, and

in addition the General Declaration might include a commitment in broed terms
for developing countries to adopt reforms on the lines indicated in the
Comuittee's analysis; details of what each country would undertake to do could
be given in its unilateral statement. The Committee intends to elaborate on
this gubject at its next session,

A, Basic objectives

1L, The past trends in the economic growth of developing countries cannot be
allowed Lo remaein unchanged. A continuation of these trends, 3/ implying

an unchanged econeomic and social set-up, would be wrong. The vorld comaunity
canmot sit idle when a part of its population lives in great comfort and even
affluence while much the larger part suffers from abject poverty, and when this
disparity is increasing instead of diminishing. Admittedly, transformation

of the present situation into a more egquitable one cannot be encompassed in

the span of a single decade; economic and social development is a long-term
process. But the new progress made by the richest part of the world wales it more
necessary than ever to lhelp in accelerating the development of the poorest
nations above the rates obtained in the past., If this 1s not achieved during
the Second Development Decade, it would indeed lead to aggravation of world
tension. The situation is difficult but not hopeless. Many valuzble lessons
have been learnt from the experience of the present Development Decade, and
what is veguired now is to make effective use of those lessons so that the next
Development Decade - and the decades to follow - bring to fruition the hopes of
mankind.

15. To improve upon the record of eccnomic and social development requires
vigorous efforts and drastic changes in policies. Greater efforts have to be
made by developing countries themselves, for economic and social development

is primarily a national responsibility; but matching vigorous efforts also have
to be made by developed countries which have the resources for improving
substantially the international environment within which developing countries
can plan and carry out their economic and social development.

16, An appropriete international development strategy for the 1970s has to
consist of 2 clear enunciation of (a) the principal objectives, (b) the means
Tor attaining the objectives and (c) the action to be taken by both developing
and developed countries, and particularly through organizations of the United

s
\"-0.

Studies on economic projections for the 1970s indicate that 1f international
policies are not modified and if internal changes are not made - especially,
if it proves impossible to reduce the gap in the balance of payments and
mobilize effectively domestic resources - many developing countries will
epcounter serious difficulties even in maintaining the present rates of
growth.
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Wations system, with regard to syecific means. A wvain ares of concern has to be
identification of gpecific ohstacles facing developinz countries 2nd ihe
foermulation of measures to overcowe ihwewm. An effective international development
strategy has, indeed, Tar-veaching policy dmplications. Tt requires pervasive
sccial reforms sud institutional changes in developing countries to crezce an
environment conducive to rapid development. ALl such measures can be greatly
strengthened if international relations ars normalized and 1f agreements are
reached to reduce expenditures on armements so that the rescurces that become
avallable can be used for solving the gravest economic and social problems

faced hy the world today.

=
&=
o
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1. Accelerated development

17« A Tundamental objective should be to accelerate markedly, in relation to
the performance of the present Lecade, the growth of gross product per head,

and to make the fruits of development available to the poveritv-stricken masses
of ceveloping countries in greater measure ibhan before. Acceleration of growth
is now both technologically capable of achievement and socizlly more escgential
to aim at in view of the rapid growth of population and the urgency of the need
to provide more egual opportunities and the minimun reguirements of living

to the lowest straita of sceiety in these counitries. The Committee iz of the
opinicn that it is possible for developing countiries azs a whole to achieve an
average annual rate of expansion of 6-7 per cent in total gross product end of
3.5-1.5 per cent per capita during the next Decade, provided - this is the basic
assumption on which the assessment of the possibilities rests - vigorous and
co-ordinated action is taken by all concerned, as indicated in the present
report. The rate of growth of gross product per head is by no means an adequate
indicator of economic and social progress since 1t does not frlly reflect such
major condiiions of development as income redistribution or structural change.
However, it is the one aggregative indicator which comes closest to providing
some guantitative impression of the underivying change. And it is in this spirit
that the norm for the growth of the per capita gross product of developing
countries should he viewed,

15. Obvicusly, guantitative international norms, such as those just suggested,
can only be of an indicative character. In the operational sense, it is up o
each country to set its own targets for growth in consonance with its own
circumstances., For sowme countries there will no doubi be very great difliculties,
especially when structural changes aye required, in sccelsrating the rate of
growth to desirable levels, and in such cases special attention should bhe given
by the world community s0 &s to provide help where it is most needed.

19. The Committee wishes to stress that the average annual expansion of

3.5-4.5 per cent in the per capita gross product has been judged feasible on

the assumptlon of 2.5 per cent average annual increase of population over the
Decade., This rate of population increase is slightly smaller than the rate

at present forecast for the 1970s5. A further reduction in the rate of increase
of the population of developing countries as a whole would be essential for
achieving higher rates of growth of per capita gross preduct. The conseguences
of continuing with rates of population growth of anything like the present levels
for more than a decade or two would in many countries be very serious. On
economic and social grounds, thercfore, and talking a long-term view, the world
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community should formulate its position with regard to population growsh. The
pesition should be based on the premise of the implementation of a population
policy, eifectively conceived to influence the main determinants of demographic
growrth. For this purpose, knowvledge concerning the problem and possgible remsdies
should be widely disseminated, and Tacilities of an appropriate character assured.
On this bagis, it could well be expected that the average birth rate would start
declining and would show a substantial reduction by the end of the Decade, The
Commitbee considers that the General Declaration U/ should call on each
developing country that sufiers from a problem ofﬁ@OPulation growth to introduce
an elffective policy, including, for example, the possession by the end of the
Decade of a family-planning zervice which is truly available to at least half

the population.

20, To bring about an average annual expansion of 6.7 per cent in the total
gross product, it will be necessary to achieve increases in the whole range of
economic and social activities that contribute to the gross product. Thus,

the progress achieved during the Second Development Decade should be judged

not only by an over-all rate of growth of gross product but also by the
structural changes brought about for achieving higher and steble rates of growth
in the future.

21l. Particularly important will be the contribution of agriculture, by far the
dominant activity in most developing countries. The target of average amnusl
expansion of 6-7 per cent in the total gross procuct implies an annual increase

in the demand for agricultural goods of around U per cent in developinz countries,
Such a rate of aforementioned growth is, in any case, needed to feed growing
populations and improve the peonle's intake of food, to ensure growing supplies of
rav materials lor indusiry and, concomitantly, to insulate pressures on domestic
prices and to eage strains on the balance of payments. On the other hand, since
the incopes of amajority of the peoples of the developing world are derived Lrom
agriculture, which constitutesthe bulk of the gross product, the dhjectives of
both over-all growth and eguitable distribution of incowme require an increase

in agricultural productivity. The Committee hopes that agriculiural output

can be increased, therefore, by at least It per cent per year on the average in
developing countries. Should there be unavoidable shortfalls in reaching this
target, the developed countries should stand ready Lo increase Lhelr assistance
above the 1 per cent ald volure torgetb 5/ in the forv: of agricultural ccommedities
to avoid both bottle-necks to the expansion of growih and ineguities in wvelfare.

22. Correspondingly, the industrial, construction, transport, communication,
commercial and other productive activities will have to expand at a rate
substantially faster than the rate of increase in agricultural output, for it

is The dynamism injected by these activities that will help to boost the

over-all average annusl rate of growth to 6-7 per cent during the next Decade and
also help to spread the fruits of modernization. Industry, in particular, will
have to serve as the sheetv-anchor of the modernization process. The average
anmual rate of increase in the manulfacturing output of developing countries will
have to be lifted to 53-9 per cent during the Decade.

4/ See paragraphs 12 and 13.

2/ Zee paragraph 50.



23, 1In order to bring about such increases in production, it is necessary for
develcping countries to do their utmost to mobilize financial resources for
development. Appropriabte measures will have Lo be btaken to ensure that total
consumption increases at a rather slower rate than the total gross product so

that a rising proportion of the gross product can be saved for financing investment.

Developing countries should aim at increasing their rsetio of domestic saving to
15-20 per cent of gross product by the end of the Decade, which will involve a
considerable increase in many cases.

2L, The quantitative norms suggested in the preceding paragraphs will be

re-examined at the next session of the Commitiee in the light of further
information and analysis, covering various reglons.

2. Petter income distribution and other social objectives

25. The ultimate purpose of developing is to provide oppeortunities to the people
for a better life. For thig, the glaring inequalities in the distribution of
income and wealth preveiling in developing countries will have to be eliminated.
Particularly important will be the elimination of the extremes of poverty and

social injustice widely prevalent in these countries. New employment opportunities,

greater supplies of food and more nourishing food, and arrangements Tor betber

education and health facilities will have to be provided for the growing population,

especially for the lowver strata of society. Such elements are both end-products
and instruments of economic and social change. While a sustained increase in
the per caplta gross product is z necessary condition for strengthening the
process of social change, there is no doubt that, in addition, appropriate
policies will have to be adopted for bringing about improvements in the areas
Just mentioned.

26, On grounds of both social justice and efficiency, due attention should be
paid to maldistribution of income and wealth., Iconomic power is often highly
concentrated in hoth rural and urban areas in devéloping countries. Vhere such
concentration of power is an impediment to increasing productivity of land and
achieving other objectives of development, such as fuller employment and greater
equality of incomes, land reforms should e undertaken. These should not merely
be tantamount to scratching the surface but should bring true benefits to the
actual tillers of the soll and at the same time contribute towards iamproving the
productivity of the land. Similarly, inefficiencies and inequities should be
weeded out through appropriate taxation and anti-monopoly legislation. Measures
should be teken to prevent inflationary rises in prices which have deleterious
effects on income distribution. At the same time, greater opportunities should be
provided to the underprivileged through employment and education. It is a fallacy
that a more rapid growth and a bhetter distribution of income and wealth are
necessarily compelting elements. It is most desirable that economic development
maasures should be appraised from the viewpoint of income distribution.

27. In view of the sharp increase in labour force as the resuli of the
maintenance of a birth rate in the face of a declining death rate in the
preceding decades, the creation of sufficient employment opportunities to
accomnodate the increase in the labour force and to reduce the extent of
unemployment and underemployment, has to be an important objective of the next
Decade. As far as possible, developing countries should define the objectives of
thelr employment pelicies in quantitative terms. This would involve setting up a
number of indices of employment and unemployment relating to different sectors of
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the economy, ant the various projects linked with such indices, since a unified
target expressed in single terms does not adequately reflect the nature of the
employment problem in these counbries.

28. It is inevitable that the pressure to secure education will confinue to
mount in developing countries, for it is through education that people seel to
improve their lot. DIducation is also a powerful instrument for econowmic growth.
However, investment in education is costly and yields results only over time.

But an educational programme could be so designed as to increase productivity
substantially in the short run and provide incentives for achieving higher rates
of savings all around. VWhat is most important is that educational systems should
be attuned to serving development needs. The aim should be to prepare the younger
generation for the important tasks ashead. Curriculs should be revised and new
approaches initiated in order te ensure expansion of skills in line with the
rising tempo of activities, =znd to reduce educationel costs wherever possible.
Particuiar attention should be given to agriculturnl education. International
co-operation will be needed to improve educaltional technology in developing
countries.

29. DLike educabtion, standards of health require serious attention in developing
countries. IDxpansion in health Tacilities, by lowering death rates and bringing
about progressive declines in the incildence of debilitating and communicable
diseases, together with an lmprovement in nubrition and in such matters as the
provision of safe walter supply, contributes to both general welfare and
productivity. Thus, steps should be talen to ensure that at least a basic
Tramework of health services is available. Such a Tramevork is alse vital for
the effective implementation ol family-planning policies. As in education, it is
a case of balancing the costs involved against the returns that can be realized
over a period. TFor resolving the difficult problems of manpover in health
services, international co-operation will be essential.

50. Improvement in housing is a means of both raising standards of health and
productivity and eliminating the most glaring inequities evident in developing
countries. Economic considerations often lead to the conclusion that the
expansion of housing as a competing element with other development needs should
be rather cartailed during the most difficult periods of development. While
this argument remains valid, 1t should not be forgotten that housing conditions
have a great influence on human behaviour and attitudes, which in turn have
economic implications. Some of the resocurces needed for clearance of siums and
provigion of low-cost housing could be found by restrictions on and taxabion of
luzury housing construction and by levies on land speculation., It is necessary,
however, to look also for a solution which will bring a gradual and mariked
improvement in housing conditions at the lowest social cost. Low-cost housing
involving exploitation of local materials and the use of labour-intensive
Lechniques, often on a self-help hasis, is thus a major issue for national
policies and for inbernational research,

L. It is time that the objectives mentioned in the preceding paragraphs at times
pose difficult choices for policy makers in developing countries: but if the
choices are evaded, the result is likely to be tragic. The commitment to
development demands that, however harsh or difficult, the choices should be
squarely faced and appropriate measures devised.



B. HNational means and wmeasures

32. It is axiomatic that the basic objectives of the Second Development Decade
will not be attained if appropriate measures are not adopted to find the wmeans
for achleving the objectives, This rests primarily on nstional policies and
measures, There is ne substitubte for each country developing its own economic
and soclal forces for pregress. Bvery development strategy has, therefore, to
concentrate on these forces and on the international co-operation needed to make
them effective. In particular, foreign aid and activities cannot substitute for
national efforts and strong domestic measures. However iwmportant, foreign aid
and activities can play only a supplementary role.

33. Developing countries should adopt vigorous policies for transforming
traditional attitudes and for creating an instituvional envircmment conducive

to rapid economic and soclal progress, Political, legislative and administrative
reTormg ghould be undertaken %o eliminate outmoded institutions and regulations.
Governments of developing countries should constantly seel to galvanize the
energles of individuals and groups so as to backle the obstacles of development
as quickly as possible, People in various walks of life - in particular, the
vouth - should be involved in the formulation and implementation of development
plans. As stressed earlier, the expansion of education, heaith and other social
amenities should serve not only as an important objective but also as a major
instrument for speeding up development. The provision of social amenities as
well as a better distribution of income should be made to act as a motivating force,

34, In order tc increase levels of domestic saving reguired for expansion in
output and employment, vigorous measures should be adopted for expanding and
canalizing both public and private components of domestic saving. Through
modification of existing rates and iwmposition of new taxes, and greater efiiciency
of taxation, the tax revenue shourld be made to increase significantly faster than
the gross product of the country. Indeed, the ratic of tax revenue Lo gross
product already reached and the speed at which this ratio rises in a developing
country should be a crucial test of the countryls commitment to development,
provided the tax policy serves not only as an instrument for mobilizing financial
rescurces but also, as stated earlier, for bringing about a better distributicn

of income and wealith, Taxes on large incomes and on large land heldings and
cther forms of wealth should be some of the prominent avenues Lo achieve this goal.
Steps should be taken at the same time o ensure that the current expenditure of
government does not rise unduly fast and that an expanding margin of current
revenue over current expenditure is available Tor productive investment purposes.
Measures need alsoc to be tzken to Improve the efficliency of public enterpiises;
this would, among other things, require The maximum managerial auntonomy being
given Lo such enternrises, as also incentlves for raising productivity of labour,
Public enterprises need to be given a new mandate to earn larger profits than
they now do (except perhaps in particular circumstances which might require their
forgoing such opportunity temporarily in ithe larger social interests, as in state
trading). Every effort should alsc be made to mobilize private savings through
financial institutions (inecluding insurance), thrift societies, post-office
savings banks and other saving schemes, and through expansion of opportunities for
saving for specific purposes, such gg education and housing.
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35, For ewpanding and wmodernizing agriculture - the dominant sector in wmost
developing counvries - an srray cof measures is necessary. In mary countries, the
land tepure system has to be reformed, not only for the sake of social justice,
including Muller emrloyment and the creation of a greater sense of security, bat
also for dimproving farm efficiency. Gften smaller-sized farms, whici: zze
culvivated by cwners or Ly tenants with secured occupancy rights, tend to have
higher output per hectars than larger-sized farms vhere absentee-ownership is the
prevailing rule. Also neceszary arc weasures for providing irrigatios, fertilizer,
better-quality seeds, sultable sgricultural implements, techrnical kpovledze, rural
eredit, plant protection and shorapge and merleting Tacilities. Provision of credit
on the scale required for the smaller Ffarmers is clearly linked with reform of the
structure of land hoidicgs, lmprovements in markel structure that ensure
opnortunities for sale of produce at guaranbeed prices, and changes in the criteria
for advancing credit so as to place greater emphasis on production notential in
egch case rather than on the assets owned. A plecemeal effort with reperd to such
neasures has often been one of the criticel stumbling blocks. What is required is
&8 co-crdinated approach on the part of the Govermnment to ensure that the farmers
can secure necessary inputs of agricalture. Of equal importance for both
production and income digtribation, though by no means easy, are measures for
regulating agriculturel mariets., 8teps showld alsoc be taken to provide equitable
and remunerative prices to farmers., In addition, attention should be given to
developing forestvry, Iishing and iivestoel,

3¢, Parallel sbeps should be taken to nromote industry and related activities
which are essential to the repid expansion and modernization of the economy.
Developing countries have succeeded in setbing up a wide range of consumer goods
industries, and thereby in reducing their dependence on imports. It is only
logical that, torougn appropriate tax and import policies and through the provision
of such inputs as Slnanee, the process of industrial expansion should he given
Turcthsr momentum. Care showld be exercised, hovever, to prevent unduly high-cost
gbructures fvom being erscted. Withia the consuner~goods industries, the emphasis
should be on the production of goods that beneiit the masses rather than on luxury
articles. As the process of developmert has Lo be viewed in ibts entirety, measures
ghould be devisad to ensure adeguate expansion of the industries that utilize
domestic raw materials, that supply essential inputs - such as, fertilizers and
chemicals - to both agriculture and other industries, and that help to increase
export earnings. A stage has been reached in many developing countries at which
increasing atteantion has ©o ba given to the expansion of engineering and other
capital goods industries. ithout such expansion, the foreign exchange botile-neck
will hamper the process of development. It is particularly important that For

such industries joint programning and ventures should be undertalken by developin
countries in order Lo create a sound basis for techinological progress and for
reaping the benefits of the econamnies of scale and specialization; indeed,
economic integration arvangements among developing countries should prove to be
very beneficial as a means of enlarginz outlets for increased indusbrial production.
An dmportant policy ohjective should be ©o prevent the emergence of unutilized
capacity. Vigilance should be showm to ensure that inadequate expansion in such
vital areas as transport and energy does not impede the progress of development,

ir

gl

57. In most developing ccuntries, the great bulk of external resources are earned

Shrough exports of their ocun goods and services, and appropriate policies should be
formulated for increasing these during the Second Developunent Decade. The nolicies
should include the maintenance of a realistic exchange rate, prevention of excessive

s
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internal demand, tax measures designed to encourage exports, simplificaiion of
import and domestic controls so as to favour exports, direct assistance in the
exploration of external markets and promotion of conditions %o attract forelpgn
tourists,

38. In order to attain the employment objectives, fiscal, monetary, trade and
other governmental policies should be scrutinized from the viewpoint of their
inpact on both employment and economic growth. Particular attention should be
given to the absorption of the expandling labour force in rural areas and in
small-scale industries.

39, Even at the present stage of development of the economically lesgs advanced
countries, the inadeqguate capability to apply science and technology has become a
gerious obstacle to further progress. This problem will become still more acute
during the next Decade. In many developing countries, further industrialization
will be impeded unless adequate efforts are made to extend substantially research
capacity in technology. Apart from the valuable assistance that the international
conmunity can and should provide for this purpose, developing countries themselves
should devote considerably larger resocurces than they have in the past to bring
about technological changes conducive to rapid development. While pure research
is essential to the development of applied research, it is important to orient the
over~all research programme to the development of technologies that are in line
with the circumstances and reguirements of the country. The bias of educational
and research institutions should be clearly in this direction. Agricultural
research and technology, as well as social problems connected with economic change
need particular attention. Specialized research institutions in relevant areas
need to be organized in developing countries themselves, involving not only
collaboration between scientists and technologists of developed and developing
countries but also training programmes Tor advancement of scientific and
technological work oriented towards the problems of these countries; the scope

Tor internaticnal co-operation here is considerable, and this would also meet

in part the problems of "brain drain" faced by developing countries.

2

C. International means and measares

L0, While, ultimately, it is for developing countries themselves to do their
utmost to accelerate their sconomic and social progress, their efforts may he
frustrated if the necessary international policies are not adopted to create an
environment condwucive to supplementing and strengthening these efforts. It is
important that economically advanced countries strive to maintain sustained
expansion of their own economies, for their growth has favourable effects on

the progress of developing countries. Developed countries should take deliberate
action to maximize such effects and so contribute to a reduction of the prevailing
disparities between people in different countries, Thege developed members of the
world economy should undertake wide-ranging measures Tor providing impetus to the
progress of developing countries, thereby helping tc build a sound international
economic order in which all countries reinforce one another's efforts. The
measures should include increase in the export earnings of developing countries,
expansion of genuine financial assistance to these countries and increased
availability of know-how and greater access to the fruits of science and technology.
The Committee feels that, in the context of international trade and Tinancial
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policies, there is a need to refine the twofold classiTicaticn of countries as
developed and developing. In such matters as granting of preferences by developed
countries to developing economies and providing them with financisl resources, it
seems inappropriate to have a sharp demarcation line between the two country groups.
For, wers such a demarcation line wmeintained, it would mean thab at a point of

time in the future a country would be considered to have shifbed suddenly from the
developing to the developed country group, and as such would experience a seb-back
by wvirtue of the new obligations it was suddenly asked to assume in place of the
agsistance previously received. It seems more natural to introduce an intermediate
groun - comprising, say, countries with per caplta annvel gross product of less
than $1,000 in prices vrevailing in 1969 and in terms of the purchasing nover of
the dollar in Japan - which would not have to undertake obligations tovards
developing countries but at the same time would no longer, as a rule, receive
assistance or preferences. The Committee intends to elaborate this idea more
systematically on another occasion.

1. International trade

b1, A rapid expansion in the exports of developing counbries is crucial For
enlarging their ability to import development gouds, the demand for vhich tends to
rise Taster than their domestic production. Available studies suggest that iv is
essential to devise measures for increasing annually the capacity o import of
developing countries by at least 1 per cent more than the desirable rate of growth
of their gross product. Thus, in order to attain the basic objective of an annual
average rate of grovbh of G-7 per cent of the gross product of developing countries,
appropriate policies should be formulsted for increasing their canacity to import
by a minimum of 7-8 per cent per annum during the next Decade. Adeguabe expansion
in exports is essential not only to enhance the ability to dimport development goods
but also to meet external debt-servicing reguirements. Where the hivh level of
wisting external debt has become a hindrance to Turther borvowing, apart from such
measures as debt rescheduling, 6/ the solution should be Tound in the orovch of
export eamnings. Greaber expaﬁgion in export earnings can even be a substitube for
aid flows from abroad.

=1

h2. In the first place, the ability to expand exports depends on the measures o
be teken by developing countries themselves to ensure that adegquate supplies of

the right hinds of goods are available at competivive prices, and that businessmen
have an adequate incentive to seel out foreipn warlets Tor them and Lo deliver them
punctually and in good condition. The policies needed €0 secure this result have
been outlined in paragraph 57.

L3. However, a heavy responsibility in this connexion rests on the developed
market economies which control the markets for the bulk of She exnorts of developing
counntries. As a fitting folloy-up to the Kennedy Round - which was concerned
chiefly with the reciprocal reduction of tariffs on goods that move largely hebtveen
industrial countries - each developed cotmtry should andertalie Lo scorubinize its
trade policies with a viovw to further liberalization of inports, concentrating this
time on the zoods obtained mostly from developing countries. A programae should be
established for the progressive rvemoval of the remaining dmpediments - protechive
customs dutles, revenue dubies and Tiscal charges snd guantitative restrictions -
wlrich discriminate apainst or 1liwit the consumplion of goods imported from
developing countries. Undoubtedly, changes will have to be made by developed

6/ See paragraph 52.
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countries in theilr domestic economic structures to accommodate shifts of resources
from one line of production to another. IU is true that, in certain cases, such
shifts will encounter obstacles, especially on social fronts. However, the
economies of developed countries are sufficlently strong, competitive and flexible
to absorb relatively easily such sghifts, which would in fact malke it easier for
these countries to expand their economies, Indeed, i is in their own long-tern
interest that they should import commodities that can he produced more cheaply by
developing countries, TFor wmost commodities, therefore, it should he possible to
eliminate impediments to imports from developing countries during the next Decade.
This will contribute subsgtantially not only to the required incryease in the export
earnings of developing countries but alsce o a more ratlional system of
international division of labour.

Wy, In accordance with this general principle, a beginning should be made without
gelay in a number of cases. Developed market economies should at least limit and
even in some cases gradually reduce their production of high-cost agricultural
products by a few per cent annuully, such as beet for the production of sugar,
which is at present heavily protected toc the detriment of developing countries,
As repgards manufactures, the existing forms of speclal protection which
discriminate against imports from developing countries in comparison with other
imports should be gradually eliminated by the middle of the next Decade. Z/ In
addition, tariffs on menufactures made from zav materials of a kind vhich come
predominantly from developing countries should be progressively reduced to the
level of the tariff on the raw wmaterial in quesition. The system of preferences
proposed by the United Nations Conference on Trade and Development (UNCTAD)
constitutes an appropriate contribution to the elimination of impediments to
trade: preferences should be granted in 1970 for most of the manufactered and
semi-manufactured products coriginating in developing countries, of a size which
will have a rezl impact on the course of trade.

L5, The expansion in exports from developing countries to the centrally planned
econcmies has been a welcome feature of recent years. During the next Decade, the
centrally planned economies should create conditions for an increase in imports
from developing countries as a minimum ab a rate in conformity with the expansion
of exports of these countries corresponding to the 7-8 per cent annual increase in
their capacity to import mentioned in paragraph 41. Alsgo in line with their
development plans, the centrally planned economies should indicate the percentage
incregse they intend to make in their imports from developing countries during the
next Decade. The pattern of these imports should be such as to further the cause
of industrialization and modernization of agriculfure in developing countries.

L4, Mutually beneficial opportunities of trade and economic co-operation also
exist among developing countries, and full use should be made of them. Develcoping
countries showld harmonize their national plans at regional and subregional levels,
expand their infrastructure facilities and adopt financial and commercial policies
Tavourable to reglonal econowmic co-operation and trade. Ald-giving countries and
organizations, too, should encourage enlargement of such trade and economic
co-operation among developing countries, particularly through Financing of roads,
transport, infrastructure and joint industrial ventures among developing countries,

I/ One member of the Comnittee haz reservations about the feasibility of achieving
this by the widdle of the next Decade.
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L7, In the case of a number of primary Commmuﬁbjeu, which often bulk very large
in the exports of developing countries, especially the least developed among them,
Pluctuations in world narket prices create severe problems of instability in the
Forelpn exchange earnings of exporbing countries. Appropriaste inbernational
measures should, therefore, be talen to improve the organization of warkebs for
these comuodities vith the aim of achieving stable levels of prices, remunerative
Tor producers and equitable for consumers, due account being taken of the
necessity to avoid, in the long run, an imbalance between supply and demand.
Through the cstdol_ﬂhmenu of export quotasz, the ugse of buifer stocks or control
over production, some such primary commodities arve already covered by international
commodity agreements. Howvever, the number of such agrecments has remeined quite
small. As a part of the strategy for the next Development Decade, the interested
countries should, as proposed in resolution 16 (II) of UNCTAD, extend such
agreements beyond the commodities now covered, namely, wheat, tin, coffee and
sugar. An agreement on cocoa, in particulsr, should be concluded no later than
the early part of the next Decade. The scope of the sugar Agreement should be
enlarged through the participation of Buropean countries, Special recognition
should be given to the dilfficelties encountered by producers of natural goods
facing competition irom synthebic materia 55 and production of these materials
shonld be associated in an appropriate vay in the elaboration of such apreements.
Piversification programmes should be an inbegral rart of any production ccnirol
arrangement, adopted in the context of an internaticonal agreement for a commodity
in persistent over-supoly. Bemomically advanced countries should provide
additional suppert Lo international price stabilization apreements by contribubions
to the financing of buffer stocks. It would be = step in the ripht direction i
the Vorld Bank and the International Monetary Fund were to provide assistance for
this purpase.

N External Tinancial and techniecal assistance
W8, Internstional financial and technical assistance is imnortant for reducing

0;—'-

the obgtacles encocuntercd by develoning countries in a
and soclal UinIEDS. The world today has both the resources and the technical and
scientific imovledge necessary bo meet the challenge of development of poor nabions.
hile the bulls of teehnical assistance conbinues to he ewtended hilanclaily, the
role that intemational organitcations play in providing technical assistance and

in helping to apply science and techmology for the benefit of developing countries
remaing vital,

celerating thelr econonic

(a) External finance

49, As indispen in their export earnings will be the
increase in t.: 250 eived by developing countries
for attaining the Seccond Develomment Decade, One of the
nost luporta 1L develonmenus in dnternational relations ila recent years has been
hat they shonld provide

in increasing amounts such rescurces for the economic and social progress of
developing countries., Tdeally, 25 the Jdeveloped countriss also refleet differences
in their gtoges of econs ie advancoaent, they should sharc wore equitably the
trangfer of resources Dy international cconomic development, taking into account,

er alia, the level Logreath of per canils dncome of the ald-givins countiy.

the acceptance by develored countries of the principle
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Tdealiy also, financial resources should be provided as grants and/or interest-free
public leans, without any tying arrangement. In the same spirit, it will only te
logical to consider at some stapge the establichment of a world rool of finsnce for
economic development, drawing upon revenues from the expleitation of rescurces of
the ses and from cther sources.

50. There are a number of measures and aveas of agreement which should be given
imwediate abtention by developed countries. To meet the external resource nseds
of the accelerated sconomic growth of developing countries, UNCTAD, through its
decision 27 (II), recommended that each economically advanced country should
endeavour to provide annually to developing countrles financisl resourcs transfers
of a minimum net amount of 1 per cent of its gross national product at market
prices in terms of actual disbursement, having regard to the special position of
those countries that are net importers of capital. More recently, the General
Assembly, in its resolution 2415 (XXIII), has recommended that, as a key element
of the international development policy for the next Decade, aconomically advanced
countries that have not done so should accept 1972 as the target year for the
attainment of the aid volume target, as defined in UNCTAD decision 27 (II), and
take urgent appropriate action to achieve this objective. The Committee believes
that the achlevement of this target should be a metter of First priority - in fact,
a higheyr priority than marginal expenditures by developed countries on defence,
space research or highways. MNoreover, within the 1 per cent target just mentioned,
and within the time 1imit described, developed counitries should consider providing
a minimum of O0.75 per cent of their zyoss national product by way of net official
financial resource transfers as defined in UNCTAD decision 27 (II). Palance of
payments considerations should not Tigure in decisions concerning the volume and
terms of aid to be provided. There are wany other ways of making adjustments in
the balance of payments when reguired. TIndeed, all ewxpenditures on wvhat might be
called tradable cowmodities can be used for such adjustments, and these
expendltures by far surpass the value of goods actually traded. Developing
countries with surpluses of saving - in the main, petrolewn-exporting countries -
should alsc provide financial resources to other developing countries.

51. In connexion with the 1 per cent aid wolume target, the Committee has taken
note of the opinion that, on grounds of principle, a distinction should be observed
between the developed market economies and the centrally planned economies, and
that, on the basis of an equitable approach, this target may not be applied to the
latter. There are also special features relating o them which need to be allowed
Tor. The most important of them are that some of the countries belonging to this
group would themselves belong to the category of developing countries if Jjudged

by the level of their per capita income, and large transfers of resources are
being made by the wmore developed countries within the group to them which it would
be difficult to bring within the scope of the aforementioned target. It has also
been argued that the centrally planned economies do not receive dividends and
profits from developing countries and that the rates of interest charged on the
credits extended by countries in this group to developing countries compare very
favourably with the rates of return realized on the Torelgn private investments of
the developed market economies which have been conventionally regarded as part of
the aid flow to developing countries; this introduces some qualitative differences
in the further repercussicns of aid flows. Vhile taking note of these factors,
which make it difficult to insist on any aid target being applied without
appropriate allowances Tor the special circumstances and characteristics of the




centrally planned economies, the Committee would place egual emphasis on the fact
that the centrally planned economies have greater control over the mobilization and
use of thelr resources for accepted ohjectives than have the market economies. The
structures of these economies make it possible for them to be an important source
of supply of capital goods and provide large and growing markets for the raw
materials and consumer goods which developing countries are in a position to

export to them in exchange. The promotion of trade on such a mutually

advantageous basgis depends, however, to a considersble extent on the scale of the
credits that can be offesred by the centrally planned economies to developing
countries and the terms of such credit including the period of repayment. The
centrally plamned economies alsgo appear to be in a particularly advantageous
position to provide technologies appropriste to the developing countries and
related technical assistance. The centrally planned economies should take all
these factors into account and make a contribution to the Cecond Levelopment

Pecade commensurate with the efforts that the developed market economics are

being called upon to make.

52. The balance of payments problems of developing countries are greatly affected
by the terms on which financial resources are made available, as well as by the
volume of these; moreover, the willingness of lender countries to refinance maturing
debts is also importent, especially in those cases vhere a country has got into
difficulties and needs a general rescheduling of its obligations. The Committee
conslders it very important that the ferms for new resources should be tailored

as realistically as possible to the needs and repayment capabilities of individual
recipient countries, and also that there should be prompt and co-ordinated action
to introduce an appropriate rescheduling of debts, vhere the circumstances of a
developing country justily such special assistance. Action of this latter kind
should be part of a general scheme o1 meeting the country's difTiculties, which

might well include gpecial measures to increase its syports.

53. In recent years, the average terms on vhich officisl Tinancial rescurces are
made available have been becoming harder, thereby increasing the risk that
rescheduling wzy be needed later. The Commitiee considers that developed cowntries
should, in line with the recommendations put forward by the Levelopment Assistance
Committee of the Organisation for Itonomic Cn-operation and Development and by
UNCTAD, undertaie to provide immedisztely at least 70 per cent of their official
financial transfers as grants. These grants would be concentrated mainly on the
poorer countries and those in special difficulties; the average termg for the
loans to a particular country should vary with the strengbh of its position, but,
in general, bilateral official loans would be of long waturity and at low interest
rates, with o substantiasl grace period.

5L, The Committes suggests thatb developed countries should progressively improve
these terms and should raise the grant component in their official transfers to
80 per cent by 1975 (or make equivalent improvements). As large a proportion as
possible of the tvansfers should be in convertible currencies for antied purposes;
1 a loan is tied, it is equitable that the yepsyments should also be tied to
speciiic exports fvom the horvowl countyy, 1T the latter so desires.

55, Tor an orderly implecentation of thelr plans, developing countries need
external [inance on an ascured basis for a reasonably long period. Aid-giving
countries shouid, thervefore, make their financial aid operations more susceptihle

to medium-term plamning. Teveloped countries should create national funds to
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handle financlal aid to developing countries on a grogramme and revolving basis
geared to the needs of development in such a manner as to avoid the inconvenience
of certain budgetary rules.

56. The plans of developing countries are often disTupted by unexpected short-
falls in their export earnings. The consequent decline in both foreign exchange
receipts and government revenus is frequently of a2 nature or duration which

camot be dealt with by short-term balance of payments finance. A scheme For
providing supplementary finance to deal with this problem has been under disecussion
in international forums. As part of the objectives of the next Iecade, such an
international scheme should we pub inbto operation.

57. 1In matters of external finance, international organizations have a major role
to play. A growing part of the financial transfers to developing countries should
be channelled through multilateral institutions. In turn, these institutions
should be enabled to adjust their lending operations to suit the special
requirements of individual countries, as regerds both the volume and the terms

of finance. Efforts should be made to strengthen co-ordination beitween bilateral
and multilateral aid.

58. The creation of new international Lliguidity through the speclal dresving righls
scheme should slso be linked to development assistance. Several members of the
Committee have suggested thait, pending results of further work and inbernational
discussion, to start with, an amount equal to 50 per cent of the new international
liquid assets created through the secheme should be made available by the developed
countries concerned as contributions to the Internaticnal Pevelopment Assoeciation.
The Committee will recousider this subject at its next session.

59. TForeign private capital, toc, can play a helpful part. It is necessary,
however, to direct in a selective manner such capital to mctivities that are in
accord with the economic and social objectives of & developing country as set
out in operational terms in its national plan, and to avoid the negative impact
on the balance of payments or on the use of resources which some of the foreign
private investments might have. While it is up to developing countries to adopt
appropriate measures for inviting and making effective use of foreign private
capital, developed countries should help through their fiscal and other policies
in encouraging private investments abroad in socially beneficial activities. An
important way, among others, in which this help can be provided is through the
extension of existing systems of investment insurance against restyictions on the
translfer of earnings and expropriation and other non-economic risks.

60. The distribution of financial transfers among developing countries has been
extremely unequal and strongly influenced by political considerations often alien
to the international development strategy. In order to further the orderly
progress of developing countries, and of world development in general, external
agsistance should be allocated on the basis of greater equity and eificiency.
Appropriate criteria formulated to guide aid-giving countries and organizations

in supplementing one another's assistance for bringing about a proper distribution
would be useful. It needs, of course, to be emphasized that there is no unigue
solution to the problem, because the relative importance to be given to egulty and
efficiency involves a question of ethics and also because not all aspects of these
twe elements can be formulated in terms of sufficiently measurable criberia.




Although the complications inherent in the subject reguire further study, some
broad indications can nevertheless be given in order to improve the pressnt
digtribution of assistance.

£l. There appear to be four main criteria which should be given attention in
allocating aid. They are:

(a} The needs of developing countries;

() Their own development efforts;

(¢} Their performance in making productive use of aid;
(a) Their resources and potentialities.

Bgsentially, it is for human beings that the development strategy has to be
designed; and the larger thelr number, the lerger the needs. However, the

level of per capita income should be ftreated as the basic indicator of aid needs.
Thus, for the sake of equity, the poorer the country, the greater should be the
aid provided to it per head of populaticn. However, other development needs and
problems - for exsmple, those arising out of balance of payments trends - should
also be taken into account in the allocation of aid. On the other hand, as
stressad earlier, the primary responsibility for developwent rests upon
developing counbtries themselves, Therefore, aild should be forthcoming
corresponding to the efforts made by these countries in mobilizing domestic
resources. This is alsc an indicator of the ability to use aid effectively.
Structural changes and improvement in income distribution should also bhe considered
appropriate measures of the countries' owm development efforts. Clearly, the
ability to make productive use of aid in proper planning, project preparation

and implementation should always serve as an important criterion for the
allocation of aid. In addition, the ability of a country to utilize effectively
its resources and potentialities should be given due attention. The Comnittee
will examine the criteria for aid alloecation in greater detall at a later session.

{b) Technical and sclentific assistance

G2. An outstanding feature of the post-war years has been the technical
assistance provided through the United Hations system as well as bilaterally.

A vast mechanism has been built up to channel needed skills from where they

are relatively abundant to where their scarcity constitutes a hindrance to
economic and social progress. Inring the next Development Cecade, this machinery
should be strengthened and, as appropriate, renovabed and extended into areas

in which needs have not yet been met.

63. International facilities for a developing country should be provided in

a concentrated manner and divected Lo solving the most critical sconomic and
social problems. The development clan of the country should be the essential
mechaniem for achieving such a concentration. The technical asssistance olfered
by international organizations should be noit only mutually veinforeing, but
effectively co-ordinated with bilateral assistance as well. A greater effort
should be made to learn from the experience of international technical assistance
experts. It is necessary Lo ensure that the experts are well gusliiied for the
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tasks entrusted to them and that, among other things, they devoite appropriate
attention Yo imparting knowledge and experience to their national counterparts
in developing countries.

6l..  ‘There should be greater international effort to establish, strengbhen and
promote scientific reseavch and technological activitiess which have a bearing

on the expansion and modernization of the economies of developing countries.
Attention should be devoted to fostering technologies appropriate for these
countries. This is particularly wrelevant for such fields as agricultural
implements, food processing, mechanical and transport eguipment, telecommunications,
tuilding materials and housing. Technological research is also needed for solar
energy, ground-wvater development and water purification and desalination, which
would bring benefits to the world as a whole. The efficient use of scarce
international research persomnel and the similarity of development problems
require reglonal co-operation assisted by international institutions. Care needs
to be exercised also to prevent inappropriate technologies from being
inadvertently or otherwise forcsd on developing countries through the ald and
investment policles Tollowed by developed countries in relation to thenm.

65. FEconomically advanced countries should devote a significant part of their
research and development expenditure to projects specifically geared to the
requirements and conditions of developing countries. Assistance should also be
provided for building up research institutions in developing countries, especially
on a regional or subregional basis. Scientlfic and technological institutes

in developed countries should enlayge facilities for training perscmmel from
developing countries so that the pool of knovledge available for the latter
expands rapidly. Private foundations and institutlons, which have alyeady played
a valuable part in promoting research on such matters as the development of
high-yielding varieties of grains, should further help to expand and diversify
research activities of benefit tc developing countries. On matters concerning
scientific research and development, the Committee looks forward to further
co-gperation with the Advisory Committee on the Application of Science and
Technology to [evelopment,.

L. Appraisal of progress during the Second Development Decade

66. The Second Development Decade should be a continuing exercise for harmonizing
national and international policies aimed at speeding up the economic and social
progress of developing countries. Thought should, therefore, be given o
arrangements for conducting regulor appraisals of progress towards achieving the
goals of the Decade., More precisely, such appraisals should focus on the extent
to which intended plans and policies are implemented, targets and other cbjectives
attained and commitments fulfilled. The appraisals should be designed in the
main to bring about necessary adjustments and modiflications in poliecies, and to
induce all participants in the Iecade to carry out their obligaticns in respect

of past agreements and commitments and provide an opportunity to introduce new
aims and policies as needed,

£7. As the process of economlc and social development concerns the level of
living of pecple and changes in the productive capacity of institutions and
countries, the main task of measuring progress has to be underitaken at the
national level on which goals are determined, policies formulated and measures
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execubed. As part of their contribution to the Ievelopment Decade, therefore,
individual develsping countries should ensure that appropriate means are at hand
for evaluating their own progress and the operation of the policies and wmeasures
being pursued in the implementation of development plans. Through adaptation

of the existing mechanisms and, when necessary, the establishment of new machinery,
regular and timely appraisals should be made and organized so as to bring judgement
to bear as promptly and efTectively as possible on policies and programmes, and,
when necessary, on priorities and objectives. The international community should
help in this connexion through technical advice and through dissemination of
information.

68. Appraisals of development problems and progress are currently made as part
of the machinery for consultation between interested ald-providing and aid-
recipient countries belonging to different configurations - for example, The
Horld Bank ald consortia and consultatlve groups and the Inter-American system
organized under the Alliance for Progress. It would be useful to broaden and
strengthen such machinery of consultation and to link the reviews carried out
within its framework with the targels, objectives and policies of the next Tecade,.
Avrangements might be made, possibly on a group basis, for bringing into the
consultation machinery the aid-receiving countries in which problems are similar
but which are not at present covered by it.

69, The links among neighbouring countries and the similarity of their problems
suggest the particular role and value of appraisals on a regional basls.
Appraisals through regional arrangements not only help to bring intimate
knovledge to bear upon the critical problems and policies, and in particular on
the gualitative aspects of institutional change, but also to strengthen regional
trade and economic co-operation. Such appraisals would most logleally be carried
out by the regional economic commissions in colliaboration with functional
organizations of the United Nations system. In those regions where systems of
periodic appraisals are currently functioning, the reglonal economic commissions
should co-ordinate their evaluation work with them in order to avoid duplication.

70. To give the Development lecade coherence as an international exercise, 1t is
necessary to take 2 global view and regularly assess the performance of developing
countries on a comparative basis and in relation to the targets and objectives of
the Levelopment Decade. Such global assessments should 1dentify the persisting
obstacles to the economic and social progress of developing countries, suggest
remedial action and re-examine tarpgets and objectives in the light of changing
circumstances. A global swrvey of progress should be made every year by the
United Hations on a comprehensive international basis. It would be useful to
supplement these annual surveys by periodic but less frequent examination in

depbh by functional organizations of the United FNations system of selected sectoral
problems and the measures for institutional and social change. The global annual
survey and the periodic functional surveys should help Governments, through the
forums of the Economic and Social Council and the General Assembly, to keep

under close scrutiny not only the process of economic and seocial development

but also the machinery and procedures of the Tevelopment Lecade itselfl.

71. It would be useful, from time to time, to have independent appraisals at
both global and regional levels by experts. The independent opinions of well-
known experts could have a significant influence on pelicy making and theveby
help to strengthen national and international actlen for a more rapld econowmic
and soclal progress.
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72. Some members of the Committee think that the General Assembly should give
consideration to the establishment of a world development council of independent
experts, appointed by the Secretary-General of the United Nations, but not
representing either Govermments or institutions, which might be provided with

its own small staff. The functions of such a Council would be to review the
criteria used by national, regiconal and world bodies in their evaluation
programmes, to act as a court of last resort, to express judgement on differences
of evaluation by these bodies, and to produce for consideration by the Secretary-
General and the General Assembly an over-all summary annual appraisal of the
progress of both developed and developing countries towards the objectives of
the Development Decade. Some other members of the Committee have reservations
about the establishment of a new body which, in their opinion, might lead to
duplication and might also not prove to be an efficient approach.

T3« The Committee believes that national and international appraisals of

progress can be carried out successfully only if adequate statistical information
is availeble. It is necessary, therefore, to expand and improve statistical
services in developing countries. This is an area where the technical and
financial help of the world community is of grast importance. Attempts should
also be made to fashion more appropriate indices of economic and social progress
and to strengihen international harmonization of statistical concepts and
nomenclature. It is desirable in this connexion to ensure standardization in

the layout of development plans, which should include & minimum list of objectives
within the framework of internationszl statistical standards.

Th. The ideas put Forward regarding appraisal of progress during the Second

Tevelopment Lecade will be examined in greater detail at a later session of the
Committee.
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IT. PLANNING AND PLAN IMPLEMENTATICN WITH SPECTAL
REFERENCE TC THE ECAFE REGICN

A. Institutional aspects of planpning and
plan implementation

75, Az part of its continuing work on planning and plan lmplementation, the
Committes hap reviewed gome of the salient problems of the institutional framework
for planping and plan implementation in the developing ECAFE region. The Committee
hag found marked sgimilarities in weaknesses in the planning procesg in the
developing regions of Africa, Asia and Latin America. @/ At a later date the
Committee intends Lo prepare a systematic and comparabtive review of planning and
plan implementation problems in developing countries. Such a synthesis, by
throwing some light on the nature of planning problems, might help to improve
planning as an important ingtrument for promoting economic development.

76. In the past two decades planning has become widely accepted in the developing
countries of Asia as a meang of allocating limited resources according to a system
of pricorities for attaining accelerated growth and improvements in standards of
living. The degree of commitment by the Covernments and people to planning,
howeveyr, leaveg much toc be desired. In =zeveral countries where such commitment
hal existed, there hag been, in recent years, a marked decline in the authority
and prestige of the national planning agency vis-z-vig the ministrieg. Not only
hag government commitment beer inadeguate but alge the planning process hag been
weakened by the failuve to get the whole-hearted support of organized private
industry and various iwporiant orpganizations. This has led to a decline in the
role and effectivenege of planning in several countries. To resuscitate the
diminished influence of the national planning agency, attempts have been made to
locate it close to the oifice »7 the chiel executive. In some countries, am a
result, the effectiveness of planning has ténded to improve. The degree of
success, however , has depended on the personal interest taken by the chiefl
erxeculbive in planning and the planning process, ag vell as on the professional
efTiciency and competence of the planners themselves.

77 A crucial taek for the countries during the Second Development Decade ghould
be a thorough exgwination of the reasons oy the weakening »f planning and the
formilation and lmplementation of approprlate policies to reverse this trend. In
carrying out thie taek, it will be Important fto review the institutional framework
connecting public and privalte gecltors, with a view to improving the links between
them sn as to establigh a rapport and & working basis for collaboration as well aeg
for deviging effective insbtruments fovy influencing critical policy decisiong in
the private gechar. In this connexion  the objectivez of the plan and the efforts

yeanired to gehleve them ghould be pade clear to all sections of the populatlion

ard Lheiy oco-operation s stoin dmplementing it.

%/ Tor the Committes's wiews on plamnning and plan implementation problems of
Latin America znd Africa, see the reports on the gecond and third gegssione.
Official Recoyds of the Ecoromic and Social Council, Forty-third Session,

Supplement Mo. 7 (E/h}@?) and 1bid. ., Forty-fifth Session, Supplement No. 7
(B/L5315).
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78. 1Inadequate or faulty development strategies have often been regponsible for
peor performance of planning. The basic objective of planning - the promotion of
structural change in the economy through a conscious direction of investment Tlows
according to a predetermined scheme of priorities - has commonly been lost sight
of in the singular pursuit of a high rate of growth. So long as external demand
remained high, fed by such phenomena as the Korean and Viet-Nam wars, which
contributed to the attainment and maintenance of a high growth rate, the acute need
for structurel reform hag heen relegated to the background. Further, development
strategy has often shifted in emphasis from industry to agriculture and vice versa,
without adequate policies to ensure the transmission of the grovth impulses
generated in the sector of concentration to the other sector. In the Tace of
gtructural defects in the economies of Asian countries, dependence on market forcesg
to transmit sguch growth impulses has often resulted in +the neglected gector
constituting a constraint on over-all deve lopment.

9. Plamning has often been partial in gcope, excluding the private sector.
Sometives even the public sector planrning has been limited to infrastructure and
bagic facilities, with trade, industry and finance outside the purview of the plan,
Bven where plans have been comprehensive, there has heen a general failure to
devise and formulate policies for inducing the private sector to adopt investment
and other activities so that public and private sector development activities
converge towards plan objectives. It is desgitrable that comprehensive plansg be
adopted with a carefully formulated policy framework prepared in consultation with
various private interests so as to induce the necesgary compliance of the private
sector to plan ovientation and objectives, Progregs in the direction of
comprehensive planning should be made to the extent that the necessary skilled
manpower becomes available in each country to carry out a policy effectively.

80. In the public sector, the importance of close co-crdination between the
planning ageney and the functional organs cannotl be over-emphagized. Comprehensgive
medium-term plans should be conceived withinp a longer-~term perspective and
implemented through annual plans. So far, very few Asian countries have formulated
perspective plans. Also, a beginning has yet to be made in annual planning on g
gystematic basis. The plamning agencies in the LCAFE countries should be adequately
equipped for undertaking the technical wark on comprehensive planning within
perspective frames and through annual plans ag early as possible. The report of

the recent Workshop on the Technique of Annual Planning in the ECAFE region should
be useful in organizing the work on annual rlanning. 2/

8. Sometimes plan Tailuregs, far from being a problem of plan implementation,

have been the result of deficiencies in plan formulation owing to wrong assumptions
concerning such important issues as resource mobilization, employment and the
avallability of external vesources. TFor example, the failure of projected
availabilities to materislize has frequently led to significant dislocations in
plan implementation. The lack of adequate project preparation capaclty constitutes
a wmajor gap in the planning process., The consequences have often been the absence
of carefully sppraigsed projects ready for preparation and implementation, and
faulty economic appraisal of projects,

9/  See "Progress report on the techniques of annual planning" (E/CN.11/L.236).
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development process for efTectins a rapid sbtructural change in their economy during
the past two decades experienced very serious bottle-necks of matexrial supply,
equipment, foreign exchange and food. Those countries adopted a strategy of rapid
industrial development on the assumption that its spread effects would push forward
agricultural development which would then provide an increaging sustenanpce throush
a feed-back process. Programmes {or agsricultural development themselves resgted
largely on the more traditional inputs and institutional changes of essentially a
marginal nature. In practice it wvas Found that the feed-bacl: process did not
function and that the growth impulses penerated both by the industrial investment
and by such agricultural growth as lfook place were intercepled by various
institutional barrviers that characterize +he agravian system in Asia. These
institutional barviers could not be elininated partly because of the political and
social power positions btuilt in by the agrarian system 1tsel? and partly because
of the heavy population pressure on land and the consequent rural unemployment

and underemplovinent. The heavy demand for land that such population pressure
generated prevented the elimination of high rent, usury and severe expleitation

of" rural labour. The scope for earning high retes of return from investment ip
soclally less productive avenues was another ¢aclor in slowving down the rate of
growth of output in agriculture. The inflationary spiral that was generated by
Torced investment in the industrial sector and in the infrastructure and housing,
and failuve of agricultural output to increase, aggravated those trends. The hich
cost structure and growth of internal demand adversely aiffected the exports.
Internal and external resource gecarclty gradually increased the squeeze on the
grovwth potentials, and succegsful plan implementation hecame increasingly
preblematical in thosge countries.

85. The apnearance of high-yielding seed varieties, pariticularly of rice and
wheat, 1s a velcome development. Agriculture now enjoys the prospect not only ol
meeting the food requirements of those countries bub even of providing a surplus
to other seccors. The growth of lrrigation and the development of new high-
vielding seed varieties, which require intensive labour and permit production of
several cirops amually on the same plob of land, can provide the necessary
conditions for triggering the long-auvaited agricultural vevolution in Asia.
Increases in the demand for labour introduced by these technological changes could
even alter the more undesivable characteristics of owner-tenant relationships in
Asian agriculture. The potentialities of the new technolosy could also malke the
introduction of land zeform easier and accelerate the processes of agricultural
transformation., The technological possibilities of the high-vielding varieties
thus bring neaver the chances of setting off a chain reaction that will wltimately
produce the necesgary surplus and the marlket conditions for bringing aboul total
structural chances.

0
U

06, A word of caution 1s, however, necessary. VWhile the high-vielding varieties
of seed can be a noverful instrument of economic and social change, they have

to be handled with great cave. T+ rushed forward without adequate preparation,
the new varieties can cause lrreparable damage and a serious setback Lo the
progress in these countries. Tor example, the high-yielding vavieties require
great precautions against insects and pests, sophisgticated walter management and
fertilizer application, careful and intensive veeding and other complicateg
cultural praciices. Uhere these cevelopments lag, the possibility of cron failore
becones very rreac. In the prevalling conditions of arviculiuce in Agie, the
margin available to the Farmers ion covering themselves apaing® risks is extremely
small and may not be adequate o withstand these losses. That this danger is preat
becomes evident vhen a careful eramination is made of the conditions of irvigation
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and water manazement in the region. The absence of a guaranteed water supply over
large areas, bthe dependence ol most of the irrigation projects on the very
ancertain monsocon rains, the gravity {low system of irrigation, the inadequate
development of ground-water irrigation and, above all, the on-and-oifi gystem of
water management that is needed by the high-yielding varieties are gome of the
Aifficulties vhich first have to be overcome hefore the new varieties can be
introduced on a mass scale. In those districts or villages where water management
has reached thiz level of sophistication, the high-yieldii_ 5. leties can and should
he introduced without delay, and the necessary inpuis should also be supplied as
the farmers are trained to use them. In view of the risks involved, it is
necessary to select these villages and distriets very carefully. It is better to
be conservative in this metter rather than to be over-enthusiastic or give in to
political pressure. These areas are necessarily small at present and sooner oy
later the nev programme will become saturated as these areas are covered.

87. loreover, this kind of selective approach will necessarily leave out large
areas in most countries. Whalt is needed, therefore, is not exclusive concentration
on the high-yielding varieties and the technology associated with them but
similtaneous investment for expanding irrigation, conserving water resources and
developing varieties and techniques suited to regions less well endowed with vater
resources. For, talking all agricultural land into account, water still vemains
the leading input; the returns from it have never been in doubt. In fact,
increases in total output resulting from investment in water resource development
may not be smaller than those resulting from the new apricultural strategy based
on the high-vielding varieties programme, if the high risk involved and the
foreign exchange required for fertvilizers and pesticides are taken into
congideration.

88. ileanwhile, it must be recognized that, as pert of the social cost of the nev
agricultural strategy, the increases in income disparities among both regions of
a country and different sections ol the population have already reached the margin
of social tolerance in many countiieg of the region., TFor the high cost of inputs
and the associated risks will prevent the bulk of the small and medium farmers
from adopting the new technology and obtaining benefits from it unless the
necessary credit and crop-insurance benelits are extended to them. Moreover,
though the new technological possibilities could increase the demand for labour
(and heve indeed done so in several cases ), the high profits yielded by themn -
together with the problems vhich the larger landholders face in managing hired
labour on an extended scale - have promoted the adoption of capital-intensive and
labour-saving techniques of production. The net effect on landless agricultural
labour needs, thervefore, to be watched very closely. [For these reasons, and the
possible Turther eifects on social and political gtability, there is a strong case
for pressing ahead uith structural changes in the agrarian system even while
attempting to exploit the new technological possibilities in the immediate future
to the manimon erbent,

89. It needs to be stressed thait there is no single gbtratesy which can be
conzidered universally appliceble. It would be prudent for the Governments in the
repion to carry out extensive programming exercises to determine the optimum input
minr suiteble Tor Gifferent areas of the country, and the reasibility of
ingbitutional refoims, taking these and other relevant considerations into account.

90, The need for such careful calculabions ariges [rom the fact that agricultural
development is not an end in itsgell in these countries. The basic goal is in part
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to raise the living standards of the rural population and in part to help accelerate
brogress in other sectors of the economy. Agriculture has therefore not only to
provide better living conditions to the farmers but, even for its own sustenance,

it has to provide the Decessary capital for the development of the other sectors.
For the latter reason the cost of technological advances in agriculture becomes
important. Technological innovations that require contimmal investment support
from other sectors may not be Justifiable from the point of view of the long-run
economic growth of the countries. The fault may not lie, however, with agricultural
technology alone. Even under the conditions of existing technology, considerable
amounts of rural savings could be mobilized if proper institutional arrangements and
policies could be devised and implemented; the scope for such mobilization and
redeployment of savings could increase with rising incomes from agriculture.

91. The major part of total savings in the HECAFHE region comes from the private
sector; so far as available data show, its share in total saving varies from 56 to
&8 per cent. Yet the bropensity to save of the private sector is by no means as
large as is required; at the mergin it is higher in the public sector in several
cases. The uses to which private savings are put are also not always those to
Which priority needs to be attached for accelerating development. This raises

achieving accepted sceial goals. The taxation structure, which has been the main
instrument of resource transfer, has been evolved historically for purposes of
meeting routine administrative and other expenditures and not for initiating or
accelerating economic development. The basic consideration in tax design has been
administrative convenience and minimization of effort for raising the resources
needed. From the developmentzl point of view, the emphasis has to shift not only
to maximization of tax yield but, in terms of incidence, to taxing at the points
where the surpluses generated by growth could most effectively be mobilized for
achieving the desired objectives. The role that government taxation and expenditure
could play in the regilon should not be underestimated. The share of publie revenue
to total naticnal peome varies from 10 to 20 per cent, while the share of rublie
expenditure varies between 11 to 20 per cent in the region. These pPercentages
should give the State sufficient leverage to control, guide and direct the flow of
resources in the desired direction without much difficulty, eéspecially if they are
combined - as they should be - with the leverage that can be ocbtained through
public enterprises which are run along the lines indicated in paragraph 3. Tf
they do not, it is largely due to the perverse articulations of the system resulting
from structural dualism which weakens this leverage considerably. This has become
glaringly evident in the case of agriculture in recent years. Unless efforts to
mobllize and transfer financial resources according to planned rriorities are made,
along with steps for removing the real bottle-neclks of food and agricultural
output, it will be difficult to exploit fully the opportunities now open to
accelerate development all along the line.

92. Agricultural output in this region has shown a growth rate somewhat higher
than the rate of growth of population over the past two decades. Vet agriculture
has failed to generate the necessary surplus for accumulation and investment. In
meny cases, there have had to be large transfers to the agricultural sector. The
explanation for this is to be found partly in the heavy investment in overheads,
Such as irrigation, required for accelerating agricultural growth; partly in the
bias towards capital-intensive investments in the larger holdings; and partly in
the alternative non-productive uses of savings provided by the traditional
agricultural system and social values. The land-hunger, stagnation ang dualism in
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these economies often provide conditions in which the potential surpluses zet
diverted into consumption and into commodity stocks held for speculastion instead
of being utilized for productive investment.

95. TUnder these conditions a policy of guaranteed high prices for agricultural
eommodities could by itself strengthen the market imperfections by transferring
resources to those who gain from their existence. The export prospects could also
be adversely affected by & rise in price of agricultural commodities and food.

The policy should therefore aim at reducing the premium earnings thet rural savings
can make in non-productive uses. The immediate task should be to institutionalize
the market particularly for feood-graing and other primary produce. A beginning
can be made by creating buffer stocks and open-market operations with a view to
preventing inventory investments, speculation in food-grains or excessive
investment and lengthening of the trading chain. Buffer stocks and open-market
cperations should be wsed not only to reduce the seasonal and year-to-year
variations irn food-grain prices but for implementing a lung-term price policy in
agricultural products. While the prices meintained over the long run should be
adequate to provide small holders with reasonable income and incentive to increase
output, care should be taken to avold flxing minimum guaranteed prices so high as
to support in effect the inefficient use of resources often found in the larger
holdings. The open-market operations can also be extended gradually to introduce
& compebtitive element in the rural market structure and thus reduce the excessive
monopoly profits derived from non-productive uses of the rural savings. This
process can be expedited by land reform, followed by formation of farmers!'
associations and rural co-operatives as has been done in China (Taiwan). Through
these associations a direct link with the urban money market can be established
which will then provide the channel for the smooth flow of savings to more
productive uses.

9. So far as urban savings are concerned, the problem of mobilizing them is less
acute than in the case of rural savings. Nevertheless, there is reason to believe
that the volume of savings that can be mobilized for investment could be
considerably increased by preveniting expenditures on ostentatious consumption,
public or private, ard by providing opportunities for investment in securities

and saving deposits with varicus combinations of safety and yield factors so as to
have a wider appeal to the saving public. Regarding corporate savings, the trend
among ithe bigger corporations to distribute a large share of profits as dividends
and, the rise in the number of corporations in the service sector are definite
indications that the pressure on consumption is mounting in the region; this, if
alloved T0 go unchecked, will certainly reduce the velume of savings. The art of
allowing consumption to increase just enough to stimulate production but not so
greatly as to reduce the volume of saving and investment has yet to be learnt by
the countries of the region. It can be learnt only by carefully gathering and
assimilating the lessons of experience by the countries after a thorough study of
the saving behavicurs of various sections of the population rather than by relying
on a priori hypotheses.

95. During the years 1955-10967, the annual growth rate of exports of the
developing ECAFE countries was about one-third that of the developed countries and
less than one-fourth that of the developed ECAFE countries. This has partly heen
the resuli of a decline in export prices which reflects the failure of the
international community to agree upon a system of price stabilization that would
prevent transfers of resources from developing econcomies to developed countiries.
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The ccmmedity composition of the exports of the region, however, is showing a
significant shift. Exports of manufactures are expanding at a faster rate than
primary commodities, thus adding to the more dynamic elements in the trade
structure. While great attention has been paild in the region to export prowotion
measures, the question of structural change in the production base for exports
has received little attention so far. The problem of exports from the developing
countries requires both long-period and short-period solutions. Gver the long
period, it involves planning problems, regarding suiteble choice of industries as
well as techniques. Over the short period, it requires policy measures that give
proper incentives to potential exports.

96. The experience of developing ECAFE countries in exporting mapufactures, though

limited to a few countries and over a short period, seems %o suggest that
structural changes in production should be made by establishing those industries
for which the world warket is growing rapidly end for which the labour component
in total cost is relatively high. To start with, they should be domestic-market-
based, except where particular domestic natural rescurces provide a good base for
export producticn. At a later phase, as experience increases, industries relying
wainly on the export market may be established. In every case, the developument
strategy needs t¢ be much more export oriented than it has been se far. The
productivity censiderations reguire much zreater emphasis under this strategy than
under a strategy based purely on import substituticn. The short-periocd policies
should be almed at isolating the export sector from the internal stresses and
strains which a developing economy must inevitably face; this mizht also bhe
attained by changing the rate of exchanze. Sometimwes this is attempted by
establishing export zones or bonded warehouses. Since production for export
cannot be entirely isclated from the trends in wagzes and cosis in the domestic
market, various schemes of compensation or subsidy have been devized by the
countries of the regilon. Their aim is to compensate the exporters for any losses
that may incur if they export instead of selling in the domestic market. Like
protective tariffs, there is sometimes a great danger in these schemes; thev may
easily lead to the creation of monopolistic zroups which would then use their
pover to perpetuate the system at the cost of the rest of the community. There

is @ need, as pointed out by the Conference of Asian Fconomic Planners, ;9/ to
compute the relative domestic costs of these measures, not only to determine the
sacrifice that the community is being asked to make to support them but slso to
discover if any optimization of benefits can be achieved by altering the
combination of the various types of incentives. Lastly, administrative incapacity
to carry the heavy load of implementing these schemes, along with the various
import and exchange contrel measures, has led to the suggestion that the
restrictions be liberalized on a selective basis and thet, as Tar as practicable,
countries should adopt an automatic and self-implementing system which would
provide the necessary stimulus to exports without casusing too great a sacrifice on
the part of the consuming public at large. The exchange-bonus scheme of Pakistan,
which is a typical example of this type of semi-automatic export subsidization
scheme, has been in operation with some degree of success for several yvears. The

major difficulty that arises from such schemes is the deflection that they cause in

the flow of investment away from the preferrved path indicated ia the plans.
97. Despite the poor performance of exports in most countries in the region, the

pace of investment in the region has nct faltered, thanks to the doubling of

10/ "Report of the Conference of Asian Economic Planners: third session”

(E/CcN. 11/804).
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foreign aid received during 1955-1965 from $1,000 million to over $2,00C willion.
There are, however, & number of undesirable features in this development that are
causing great concern to the ald-recipient countries. The increase in the
proportion of loans relative to grants, and the large proportion of loans bearing
a high rate of interest, the increasing debt-servicing charges, the predominance
of tied loans, the uncertainty of receiving aid and the consequent difficulty of
planning investment projects and programmes, are 50me of the problems that have
prevented foreign aid from having a fuller impact on the development effort. 'The
recent efforts to increase the proportion of soft loans and the uese of consortium
techniques have ezsed the difficulties to some extent. The developing countries
may find it easier to raise foreign loans and grants on more reasonable terms, if
their project preparations and formulations are more thorough and if they shop
around with a comprehensive list of priority projects rather than try to raise
loans on each project individually. DMoreover, foreisn exchange budgetlng has
become an important planning activity in some countries in the region; this helps
them to avoid haphazard project development depending on the inclinations of
foreign investors. It has also proved useful to the donor countries in assessing
the aid-worthiness of projects and evaluating their own interest in the
development projects and plans of the recipient countries.

98, The technical and financial co-operation of foreign private capital may be
helpful for the development of Asia. However, as indicated in paragraph 59,
foreign private investments need to be selectively directed towards those
sctivities which meet the objectives of national development plans and policies,
for othervwise they mey create difficulties and imbalances in plen implementation.

C. Economic integration

9. The need for regional co-operation and integration, particulerly among the
smaller and less developed couwntries of Asia, hag become more wurzent than ever.
The failure of exports to expand rapidly has created serious difficulty in plan
implementation by severely restricting the import capacity of most ol the Asian
countries. The traditional exports, consisting mainly of priwary commcdities,
shov, as in all other developing countries, a slow growth resulting from inelastic
demand and competition from synthetics. The protection implied by import-
substitution policies and the smallness of domestic markets zlso seriocusly aflect
the competitive power of their industrial products in the Toreign mwarkets. Most
of these countries showed considerable progress during the post-war years in
import substitution in consumer goods industries. They are, however, unable 1o
take the forward step of establishing producer goods and basic industries oving

to the smallness of their domestic markets. Regional co-operation and integration
conceived as a strategic element of a global development policy could brinz about
a radical transformation in the sitvation ard produce rapid acceleration in their
development rate.

100. Rezional co-operation and integration could help Asian countries o overcome
some of their basic rescurce limitations and constrainte on better utilization of
idle capacity and skill which are acguiring serious proporticns in a number of
them. Furthermore, a co-operative arrangement among them could alsc be nelpful
in attracting foreign capital and aid by making the projects more viable.

101. Howevexr, the vasitness of Asia and its heterogeneity create difficulties in
developing regional co-operation. Non-economic factors play a&s important a rcole
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as economic factors in developing economic integration, and these are not generally
favourable in Asia. Beneath political discords that characterize the region lies,
more often than not, a basic ineguality of power resulting from inequaliiy of size,
population and level of economic development. Even among the smallier countries,
political relationships have not always been friendly. Internal political
instability also creates difficuliy in developing stable and permanent economic
relationships with neighbouring countries. HNevertheless, the inner logic of
economic development and a search for political security are foreing the countries
of Asia to join together in co-operative development efforts in many areas and
projects.

102. ¥From its inception, BCAFE has played an important role in developing regional
co~operation in Asia. It has conceived many of the more important regional
projects and helped in their implementation. Progress, however, has necessarily
been slow and halting.

103, An approach of partial integration has been developed by ECATE by which an
effort is made to bring as many countries together as possible around a common
centre of interest, such as solution of the primary commodity problem,
establishment of common research institutes, development of intercontinental
highways and promotion of river basin development programmes, joint industrial
ventures and financial institutions. In the difficult Asian situation such a
pragmatic approach is, perhaps, inevitable and useful indeed as a means for
building up new forces for integration. The Committee has noted with interest
that further efforts are being mede by BCAFE to remove obstacles to intra-regional
trade; the merit of this approach is that it demonstrates clearly the value of
regional co-operation and thus helps in the progressive development of the
sentiment for regional co-operation among the countries. Moreover, the growth of
subrezional groups in the ECAFE region within the framevork of the United Nations
shows that the countries are being infiuenced by ideas of regional co-operation
for accelerating their economic and social development.




IT1T. ARRANGEMENTS FOR FUTURE WORK

1Che The Cowmittee shares the concern of the Bconomic and Social Council and the
General Assembly that the international development strategy for the 1970s

ghould be formulated with great care but that at the same time the preparatory
work should be completed reasonably early so as to ensble the Council to complete
its recommendations in time for the Assembly to launch the Decade in 1970.
Accordingly, The Committee has decided to concentrate its attention at its next
(sixth) session on the substantive agenda item dealing with the preparation of
guidelines and proposals for the Second United Nations Development Decade. It
suggests that its sixth session should be held early in Januvary 1970 at United
Nations Headquarters in New York.

105. On the basis of the discussions already held and those to be held at the
sixth seassion, the Committee intends to prepare a fuller and self-contained
report on the Second United Nations Development Decade. Among the topics
proposed for further discussion are: interrelation of economic and social
chjectives, population growth, the role of education, distribution of income,
co~ordination of the Indicative World Plan for Agriculture with the objectives
of the Second Development Decade, industrial development strategy, international
division of labour, transfer of technology and technical assistance, regional
economic co-gperation, priorities with regard to policy measures and arrangeuwents
for appraisal of progress during the Second Development Decade. The members of
the Commitiee will prepare comments on the topics to be discussed and send them
to the Centre for Development Planning, Projections and Policies by August 1969
for circulation among members with a view to assisting in the preparation of

the final report dealing with guidelines and proposals for the Second United
Nations Development Decade.

106. The Committee's report on the fourth and fifth sessions will be sent to
organizaetions of the United Nations system for obtaining their views on the
matters discussed with regard to the preparation of guidelines and proposals

for the Second Development Decade, and, in particular, on the topics mentioned in
the preceding paragraph.

107. The Committee will take up the other regular substantive item on its agenda,
namely, problems of plenning and plan implewentation, at its subsequent session.
As already indicated, on the basis of its appraisals of problems of planning and
plan implementation in different regions, it intends to prepare an overw-all
comparative review at a future session. As recommended at its earlier sessions,
and in accordance with Economic and Social Council resolution 1259 {XLIII), the
Committee wiil also examine problems of annual planning in developing countries.

-~

108. The Committee takes note with appreciation of the invitation from the
Executive Secretary of the Economic Commission for Eurcope (ECE) to hold one of its
future gessions at the headquarters of ECE. The Committee hopes that it will be
possible to make arrangements to hold a future session there. At that session,
the Committee will wish to devote attention, inter alia, to relevant planning
problems in developed countries.
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