REPORT ON THE NINTH SESSION

(2-12 April 1973)

ECONOMIC AND SOCIAL COUNCIL
OFFICIAL RECORDS: FIFTY-FIFTH SESSION

SUPPLEMENT No. 5

UNITED NATIONS
New York, 1973

Ef5293



NOTE

Symbois of United Nations documents are composed of capital letters combined with
figures. Mention of such a symbol indicates a reference to a United Nations document.

£/5293




CONTENTS

Chapter Paragraphs Page

INTRODUCTION , . & &« v v v v o v s 4 s s o o 5 & s v s« s &« o s 1 -8 1

I, FIRST OVER-ALL APPRAISAL OF THE IMPLEMENTATION QF THE
INTERNATIONAL DEVELOPMENT STRATEGY: COMMENTE AND

RECOMMENDATIONS . & & 4 4 4 = + o o o + s & o & & & » » 9 -~ 101 3
A. 'The priority for development: tramsition and
renewal f e e e e e e e e e e e e e e g -~ 38 3
B. International co-operatien , - . . .« . . . . . . .. 30 - 65 12
C. Policy needs in the developing countzigs . . . . . . 66 - 101 20
II. OTHER MATTERS REFERRED TO THE COMMITTEE BY THE ECONOMIC
AND SOCTAL COUMCIL . v v & v v 4 v v o a s s v b s & s 102 = 110 30
A. Identification of the lepgt developed among the
developing countries . . . + 4+ & 5+ ¢ + + + + 4 4 . . 102 - 105 30
B. Human development . . . ¢ 4 4 4 s s o+ s s s ot s 4 . 106 31
C. Realization of economic, social and cultural rights 107 32
D. Attack on mass poverty and unemployment . . . . . . 108 32
E. Frequency of sessions . . , . , , . « .+ o . . .. 109 32
F. Programme objectives . . . 4, & v ¢ + ¢ & & = « » 4 4 110 33
ITI. ARRANGEMENTS FOR FUTURE WORK . . . & « v v v v v & v « 111 - 116 34
ANNTX
LIST OF DOCUMENTS v & 4w 4 & 5 o 2 4 2 £ 8 + o « s+ « » 6 2 s s o o o o & 37

~iide






INTRODUCTION

1. The Committee for Development Plamming held its ninth session at United
Nations Headquarters in Wew York from 2 o 12 April 1973. The following members
of the Committee were present at the session: Chedly Ayari, Wster Buserup,
Gamani Corea, Paul Kaya, Vadim ¥. Kirichenko, Janos Kornai, Julioc A. Lacarte,
John P. Lewis, Ian M. D. Little, Saburo Okita, H. M, A, Onitiri, Jézef Pajestka
Giuseppe Parenti, K. N. Raj, Jean Ripert, Germanico Salgado, Leopoldo Solis and
Jan Tinbergen.
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2. The Officers of the Committee, elected at the eighth session for a term endine
on 31 December 197h, are:

Chairman: Gamani Corea
Vice-Chairman: Janos Kornai
Rapporteur: John P. Lewis

3. The Under-Secretary-General for Fconomic and Social Affairs made a statement
at the opening meeting of the session. Substantive servicing at the session was
provided by the Centre for Development Planning, Projections and Policies of the
Department of Econcmic and Soeial Affairs.

h, The representatives of the following offices and organizations of the United
Nations system and other intergovermmental orsanizations alse assisted the
Committee at the session: Fconomic Commission for Furope, Feonomic Commission for
Asia and the Far Fast, Fconomic Commission for lLatin America, Feconomic Commission
for Africa, United NMations Economic and Social Office at Beirut, United Nations
Conference on Trade and Development, United Nations Industrial Development
Organization, United Nations Children's Tund, Office of the United Nations \High
Commissioner for Refugees, International Labour Organisation, Food and Agriculture
Organization of the United Nations, United Wations Fducational, Scientific and
Cultural Organization, World Health Organization, International Bank for
Reconstruction and Development, International Monetary Mund, Organisation for
Economic Co-operation and Development and Organization of American States.

5. The Committee adopted the following agenda:
1. Opnening of the session
2. Adoption of the agenda
3. Preparation of comments and recommendations relating to the first
over-all review and appraisal of progress in implementing the
International Development Strategy for the Second United Kations
Development Decade

L, Collective decision making in development matters

5. Identification of the least develoned among the developineg countries
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6. Other matters referred to the Committee by the Feonomic and Social
Council

T. Arrengements for future work

8. Adoption of the report of the Committee to the Economic and Social
Council

Tt was decided to discuss agenda items 3 and I together.

§. Tor its deliberations on the subject of the first over-all review and
appraisal of progress in the implementation of the International Development
Strategy for the Second United Nations Development Decade, the Committee had before
it a preliminary veport of the Secretary-General (E/AC.54/L.60), five papers
prepared by the Centre for Development Plenning, Projections and Policies
(E/AC.54/1,.51-55) and a report of the International Labour Office (8/AC.54/1..56).
On the question of identification of the least developed among the developing
countries, the Committee had before it a note by one of its members, Philip Mdegwa,
(£/AC.54/L.57) and the up-dated information furnished by the Centre (B/8C.54/1.58).
The relevant decisions of the General Assembly and the Economic and Sociel Council
and the pertinent documents of other United Nations bodies were also mede
available to the Committee. Details about the documentation are set out in the
annex to the present report.

7. The Committee's dsliberations on the subject of the first over-all review and
appraisal of progress in the implementation of the Tnternational Develspient
Strategy were aided by a preliminary draft prepared by its VWorking Group that

met at United Nations Headquarters from 12 to 16 February 1973. The Working

Group consisted of Gemani Corea, Janos Kornai, John P. Lewis.and

H. M. A. Onitiri.

8, The comments, views and recommendetions of the Committee on the subjects
discussed at the session are set out in the three chapters that follow. Chapter 1
deals with the subject of review and appraisal of progress during the initial
years of the Second United Nations Development Decade (agenda items 3 and kY.
Chapter IT takes up certain other matiers referred to the Committee by the
Feonomic and Social Council, ineluding the question of identification of the least
developed among the developing countries (agenda items 5 and 6). Chapter III
deseribes the arrangements proposed by the Committee for its future work

(agenda item T).
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I. TFIRST OVER-ALL APPRAISAL OF THE IMPLEMENTATION OF THE INTERNATIONAL
DEVELOPMENT STRATEGY: COMMENTS AND RECOMMENDATIONS

A. The priority for development: +transition and renewal

9. When the General Assembly adopted the International Development Btrategy
(resolution 2626 (XXV)), it sought, by its establishment of the procedure for the
biennial review and appraisal of progress, to assure that the Strabegy would
remain live and operative. It is important that this first round of that procedure
be conducted, not only with the thoroughness already evident, but with utmost
candour .

10. The instruments available for implementing the International Development
Strategy rest formally with the national Govermments. UNational interests remein a
pervasive force, in the developing and developed countries alike, and no group
seeking to influence poliey can sensibly ignore them. Yet the people of the world
do not think exclusively in national terms. Often they sense their interests as
citizens of the planet as well as citizens of particular countries. Their
Governments, moreover ~ upon which, under the nation-State system, they must mainly
depend to advance their global interests - are typically not insensitive to the
latter. But often Governments are inhibited from pressing for planetary needs by
the constraints of national politics.

11. The goal of more balanced world-wide development remains a prime case for
global solidarity. In pursuing it Governments of the developed countries, like
those of the developing countries, have had a variety of purposes, many of them
nationally self-interested. But the central purpose is one of global self-interest,
It is to deiminish the gross inequalities in economic growth and material welfare
that have widened among the nations of the world - mainly during the past century -
and to attack poverty, particularly in ways that improve the conditions of the
poorest groups within the poor countries. Such was the spirit of the Internationel
Development Strategy that the Member States of the United NWations adopted
unanimously in 1970. The Strategy itself represented & major step in a transition
of views about development objectives that still is in progress. But the premises
of the global development effort remain (a) that the poverty of the poor countries,
most particularly of the poorer masses in the poor countries, is unconscionable

and (p) that effective means can be marshalled to reduce it radically through
vigorous national and international efforts.

12. The contribution of the Committee for Development Planning to the review and
appraisal exercise must necessarily be highly selective. In this regard the
Committee finds itself greatly assisted by the Secretary-Genersl's preliminary
report, "The International Development Strategy: first over-all review and
appraisal of issues and policies” (E/AC.5L/L.60) and the extensive accompanying
documentation prepared by the Secretariat. The Secretary-General's report is
telling and provocative in addition to being a comprehensive analysis; the Committee
indeed adopts it as a base line for its report. A number of the points and



suggestions of the Secretary-General's report will be singled out here for special
emphasis. With regard to others the Committee will indicate certain differences,
at leasst in degree. But the whole of the Secretary-General’s report deserves to
be closely read by all engaging in the review and appraisal effort.

13. The documentation itself is at great pains to make an obvious but necessary
point: namely, that it still is vervy early in the Second United Mations Development
Decade to be drawing any confident conclusions about performance. Data for the
year 1971 are incomplete and for 1972 more so. Attempts to find trends in very
short time series alwavs run the risk of being misled by what turn out to have
been aberrational years. Yet, as its selective referencine of the Secretary-
General's findings will indicate, there is, in the Committee’s opinion, sufficient
new information since the International Development Strategy was formulated to
change the appearances of things in some respects. Moreover, there are certain
broad qualitative perceptions of developments in these most recent years that the
members of the Committee find they share.

14. On the one hand, the three years since 1970 have witnessed some surge in
global consciousness -~ still ill-defined, incomplete and untidy, but a trend of
great potential promise. Some steps have been taken that have contributed to the
improvement of the international situation which is a pre-condition of world-wide
economic and social progress and co-operation among nations. In general, the
people and leaders of the world are becoming visibly more impressed with the
interrelatedness, not only of countries and of the people within them, but of
their common problems and, in particular, with the interdependency of different
categories of problems that in the past have been addressed, if at all, separately.
The years 1970-1973 have been a period of strategic détente; of often exacerbating
but intensified attention to the internaiional economic issues of trade, monetary
order, and inflation; of popular discovery of the problems of pollution and
environuent , and of their immediate internstionalization within the frame of a
finite planet; of mounting awareness of the interplay of such issues as

population, technology, non-renewable resources, resource sharine, monetary
stability, arms limitation, and multinational enterprises; and, finally, of initial
gropings for systematic approaches to these interrelated issues that transcend
national frames of reference.

15. This global ferment is to be welcomed. It should be altogether hospitable to
a cause so inherently global as that of development. But here is where the
Committee's second broad perception - as to how the cause of development has

fared in these same three years - intrudes and jars.

16. The position in the developing countries themselves is complex and hard to
decipher. The Committee shares the impression that in this most recent period many
Governments of developing countries not only have become more sophisticated in
their planning and policies, some have redressed their proclaimed goals towards

a greater emphasis on the elimination of mass poverty and unemployment, and, more
generally, on basic human betterment. Collectively, they have exhibited more
self-confidence sbout the feasibility of using alternative socio-political models
in pursuit of these objectives while beginning to focus more pointedly on common
organizational needs that cut across ideological alternatives. A number of
countries seem to have pathered greater political will and purpose. On the other
hand, it is as vet hard to find much evidence of successful implementation of these
never efforts, and while it may be too soon to expect much by way of achievement,
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it is not too scon to wonder whether many countries lack the necessary implementing
capacity - especially the capacity to mobilize sufficient resources and achieve
econonic growth in ways that ensure a fairer distribution of rewards and broader
participation in development taslks.

17. When it comes to quantitative evidence, there are, in the Tirst place,
measurement problems even with the output and income per caplﬁa concepts in vwhich
the most familiar targets of the International Doveiowment Stratepy are couched.
As the Secretary-General's report rightly indicates, conventional Fross product
concepts attempt to measure onlv levels and changes in anpresate output of goods
and services, and, as a consequence, if interpreted as a measure of economic
welfare, exaggerate both the differences in welfare between countries and the rate
of improvement as economies modernize. They do so for three reasons: one, the
typical limitations resarding measurement of non-monetized production: two., the
wide differences among countries in the prices of zoods and services that do nob
enter international trade; and three, the treatment as end products of a number of
services and zoods to which, as advanced economies become more conpested and
complex, they need 1ncrcasznply to devote resources in order simply to protect the
"quality of life” While the Committee recognizes that it is difficult to
develop velfareworzented measures of output, it applauds the Secretary -General's
specific proposals for efforts to supplement the conventional measures of aross
product with other measures of output that more accuratelv reflect menuine
differences in economic welfare. The Committee hopes that the sugesestions will be
seriously pursued by the appropriate bodies, especially the Statistical Commission
of the United Nations, and that anv prosress achieved in this regard will be
reported in the course of the mid-Decade appraisal in 1075. As indicated in
chapter ITT below, the Committee itself intends to zive attention teo this
subject throush cne of its Yorkine Groups. It needs to be emphasized et the same
time that, in the search for improvements, care should he taken not to discourane
efforts being made to strengthen the conventional measures of gross product and
the United Fations System of Mational Accounts, especially in the case of
developing countries.

18. Meapwhile, with resnect to the conventional income and product data, the
record is mixed. There may be some tendency for the world to congratulate iltself
that in the final three years of the 1060s the averase anmial rate of growth of
gross domestic product of the developing countries as a whole had alreadyv reached
G per cent -- the target set in the Interantional Development Stratesy as an annual
average Tor the 1970s. This was despite some weakening in the latter part of the
1660s of the prices of internstionally traded primary commodities and of the terms
of trade of developing countries, which subsequently, on halance, has heen
reversed. However, it is much too early for rejoicing. Tor one thines, the interval
is far too short to warrant lonrs-run inferences: the lazs in capital formetion in
some areas, the bottle-neck that apriculture still threstens to nose, the
uncertainties surrounding exports., the unresolved problem of inflation thes
and/or other factors could readily combine to retard the international aversme.

But even more important is the futher dissatisfaction that these most recent vears
have enrendered with averazes themselves.

19. Average income per capits is a sorely inadeauate indicator of development
performance within any developing country. Tt says nothinzg ahout the distribution
of the output and income and little about the adequacy of the employment
opportunities they have generated. On these matters .- of income distribution,

extreme poverty, and underemplovment - the position, as discussed in the report of
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the Committee on its eighth session, 1/ is plainly unsatisfactory in most
developing countries. The data on these issues are sketehy, difficult to develop
and particularly unreliable. Hence nc one can yet begin to say what quantitative
changes have occurred in the past three years. DBut what can be said with
confidence is that in many countries there has been a mountine, increasingly urgent
sense that the problems of internal inequity are serious and likely to persist for
a long time unless counter measures are taken.

20. Averages are equally deceptive internationallv. As is detailed in the
Secretariat's documentation, the developing countries’ collective over-achievement
during the 1960s of the First Development Decade's production growth target
camouflages the fact that countries containing around one third of the total
population grew at average annual rate in excess of 6 per cent while countries
containing about two thirds of the population barely managed to grow at } per cent
annually. Moreover, the great bulk of the sloyv-grovers also had the lower

per capita incomes to start with. This widening spread of experience appears to
be continuing.

o1. As the Committee surveys the developing world, it is this fact of widening
disparities - in some cases within countries, certainly between them - that seems
to be the most general and disturbing finding of fact to make in this first round
of over-all review and appraisal. The reasons for differential growth, of course,
are various. At root no doubt they are dominated by indigenous factors, which
include the degree to wvhich countries are committed to modernizing values, the
cogency with which their political and social structures are oriented to these
objectives, their success in avoiding internal strife, and, therefore, in the
proadest sense, the efficiency with which they use resources. Yet there is every
continuing eppearance that dispersion at the marszin continues to depend critically
on differentizl earnings of an access to foreign exchange. In the past, some,
especially smaller, countries have been speeded by high per capita provisions of

foreign aid. Latterly the big differential has been exports. Almost all countries
with high internal growth rates have been achieving outstanding export growth -
where the dispersion of performance, wvhich ranses up to recent annual growth rates
on the order of 30 per cent in the case of the Republic of Korea, has been

particularly dramatic.

50, The extent of the inter-country disparities suggests strongly that the
international community, including the organs of the United Wations system, should
begin increasingly to focus on subgroups among the developing countries, and the
dominance of the export variable may suggest, without prejudice to future
refinements, what some of these groupings might be. Tn addition to the already
identified group of "least developed countries” - where, of course, the identifying
criteria do not directly involve exports ~ the major petroleum—~exporting countries
and a Tew other mineral exporters now constitute a distinctive group, and so do a
few countries, especially in Fast Asias, which have achieved patterns of buoyant
and apparently reliable expansion in manufactured exports. The implication is not
that , because of their export success and prospects, these groups shouléd lose
standing or attention as developing countries. But it is quite clear that their
problems are markedly different from those of other countries. Again - and in
this case at a lower, less fortunate pesition in both the income and export-
experience ranges -~ those countries a majority of whose export earnings are
dependent on one, two or three primary agricultural products constitute a
distinctive srouping which has particular policy needs. Taken together these

}/ Official Records of the Ieconomic and Secial Council, Fifty-third Sesgion,
Supplement No. T, chap. T.
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groupings would leave as a residual a group of countries, a number of them larse,
accounting for well over half the +total developing-country population, which have
mixed but difficult export problems, and which, with a fev exceptions, are below-
averagely poor and have been experiencing oelow—averaye income growth.

23. To conclude as to disparities: the Commitiee endorses the more general
suggestion of the Secretary-General's report that serious attention be given to the
setting of development goals in other than average terms. Within countries there

is a scope for the kind of minimum needs standards and/or national poverty lines
mentioned in both the Secretary-General's report and the Committee's report on

its eighth session; and for the developing countries as a group the achievement

of a minimum growth rate by countries at the bobtom of ihe dispersion, or the
attainment of an appropriate sosl for the lower half or lowest gquartile of
developing country populations, should be a matter of greater concern to the
international community than the behaviour of the mean.

2. In section C of this chapter there are references to a number of other
sectoral or functional aspects of the developing-country experience in these most
recent years. But in the sweeping assessment we are attempting here, the rest of
the developing-country side of the international development picture is inconclusive.
In the popu]atlon area, a few countries have begun to record apparently encouraging
although as yet ins ufflcwently analysed, declines in their net population growth
rates. Commitments of policy and resources to programmes of population restraint
have increased, Some tentative and Tragmentary evidence has hesun to come to hand
that buoyant per capita income mrowth - even at low absolute income levels - can,
like improved nutrition and bhetter health services, Lower birth rates. Yet in
most countries population-restraint achievements still lag far behind national
objectives, and for developing countries as a whole it is clear that, by saddling
families with high dependency burdens, nigh populstion mrowth contimies seriously
to depress per capita incomes, especially among lower income groups. As the
qecretarywﬁeneral remarks in his preliminary revort {see E/AC. %h/L 60, . 157,

A strong case could therefore be made for reinforcing the provisions OL the
International Development Stratesy with repard to population policy,©

2. In agriculture production gains have slowed radically in the past two vears
to be sure, primarily because of the bad weather; yet the spread of the "green
revolution” has beceme slower and more difficuit, and whereas two or three vears
ago there was preoccupation with the distributional immacts of the new technolomy
on rural life, there is now reneved and sobering concern over the adequacy of
productive expansion itself. In a number of countries, industrial output and
investment have been legging. Human investments in public health, nutrition and,
most particularly, in education have heen strong - but their distributions have
been uneven, and there is mrowing discontent with the deployment of educational
resources and their results. Strides have been made in the more effective use of
financial institutions to channel private savings to public uses - but the
aggregate saving of the developing countries as a whole and taxation in particular
have lagged well behind objectives. In some countries severe, often accelerated,
inflation has had ugly consequences for the urbun poor. In short, aside from
one's rightly overriding concern about widened disparities, the composite picture
in the developing countries gets neither very high nor verv low marks. Certainiy,
as to development policy, most of the Governments of many of these countries are
behaving in a more responsive way than was the case s decade ago. But zlso great
room remains for improvement, for greater efficiency in the use of own resources,
or, in the present context, for more systematic implementation of the Internsbtional
Development Strategy.
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96. VWhen it comes to the international community's side of the development effort
during the past three years, the case is much less mixed. It is predominantly
bad.

27, There are, it is true, some positive notes. Since the mid 19A0s, exports of
the developing countries as a group have grown as fast or faster than the rates
targeted for the 1970s, partly because of the special case of petroleum, partly
because of the rapid advance of many of the developed countries, particularly
Japan, partly because of the success that certain developing countries have had

in creating marketing networks, partiallv in collaboration with private
multinational firms, for industrial components and other manufactures. On the
policy front also there have heen some gains. Certain trade preferences have been
extended to developing countries. The International Cocoa Agreement has been
successfully negotiated. In discussions of a new international monetary order,

s Committee of Twenty has been established under the auspices of the International
Monetary Fund (IMF), mainly to enlarge the representation of developing countries.
The Yorld Bank CGroup has greatly expanded its scale of lending. A number of
developed countries, particularly some of the smaller ones among them, have i
demonstrated stronz responsiveness to the requirements for international
co-operation laid down in the International Development Stratesy. Mot merely have
they accepted the provisions of the Strategy without reservation, but they have
bepun to apply them. Indeed, in some cases they have even set targets for
themselves that ro beyond the provisions of the Strategy. The experience of these
countries points to the vital importance of effective Government leadership in
enlisting public support for enlightened international policies. 1In some countries,
public opinion itself has brought pressure on Govermments 1o improve their
performance in dealing with the world development problem. This suggests that in
many countries public opinion may be readier to respond censtructively to
international development needs than is often assumed.

28 . Yet the international comminitv's effort remains predominantly disappointing.
The International Development Strategy's most publicized goals were those for net
financial transfers. Aggresate net transfers to the developing countries, which
began the Second Development Decade far below target, have made little appreciable
progress towards the 1 per cent of the gross national product of developed
countries, and the dominant, most critical, portion of that total - net official
development assistance - has made virtually no progress at all. Tt languishes at
1less than half the targeted figure of C.7 per cent of the gross national product.
The most conspicuous cause of this general sluggishness has been the diminishing
effort by the largest bilateral supplier of development assistance, the United
States of America. At the same time, in a period when their capacities to render
assistance have been growing rapidly, the other advanced market sconomies as a
group have managed only to offset - not more than %o offset - the erosion of the
United States share. The total volume of bilateral aid commitments by the
centrally planned economies to developing countries appears to have risen in the
initial vears of the 1970s, but how much aid was actually disbursed is not known.
The "soft-lending' operations of the World Bank Group remain under a tight rein
from the industrialized member countries of the International Development

Association. Moreover, there are as yet from the bilateral and multilateral

development lenders collectively no signs of adequate measures to cope with the
developing countries' inexorably mounting problem of debt burden. The trade outlock

is equally clouded, with the threats to developing country exports that are posed
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b strengthening protectionist forces and, in the case of Furone, the fall-out from
the Common Market, beinz quite zenerally spread across the develoned country
terrain. Indeed, on the trade front, new initiatives and innovations since the
adoption of the International Development Stratesy have, by and larse, heen
conspicuous by their absence.

292. The fact is that, judged in terms of international action since 1970, the
cause of development has lost momentum. Part of the explanation is political. The
very détente which should create preater opportunity for development support has
apparently had - at any rate temporarily - the opposite effect: as the great
Powers become more engaged with achievins accommodation among themselves, their
attention to the third world slackens. In part this is explained by the
preoccupation with the other great slobal issues that have already heen mentioned,
Part of the explanation may also be disappointment with development results. and
part fatigue with foreign aid, although from the perspective of the international
community as a whole there is no objective basis for sither.

30. The net conclusion that emerges from this agsessment , looking both at the
developed and developing sides of the issue, is that the International Development
Stratepy remains much more a wish than a policy. It has not vet taken hold with
anything like the force needed. 1In a period of growing global consciousness this
is indeed, in one sense, curious. The reasons for giobal conceru over development
have in no sense diminished. On the contrary, as emphasized in the Committee’s
report on its eighth session and amain here, effective attacks on mass poverty
demand not fewer resources but more, not less economic growth but more, and, in all
probability, not fewer impmorts but more - and therefore more ability to finance
imports. The widening dispersion of experience among the developing countries
demands increased attention to the predicement of the poorest and mosh
disadvantaged - and the problem is only etched more sharply bw newv avareness of the
elements of finiteness in the world's environmental frame. Similarly, the further
demonstration of the dependency of interual achievements on the dispersion of
export performance is only underscorings the urgency cf effective trading
opportunities for the developine countries - doing so at the very time when the
politics and preoccupations of the advanced economies seem to be imperilling those
opportunities.

31. In another sense it is not at all surprisinz that, in the turhulence of the

nev and nevly oriented concerns vhich are animating the growvth of clobal
consciousness the priority for development has been shouldered aside. The attention
of much of the world has turned elsevhere. In any case, what is certain is that

the development cbjective nceds to be returned to a central place in the
consteliation of great issues to which the world is urgently seekine effective and
consistent solutions. The Committee earnestly recommends that, in this first
review and appraisal round, the fGeneral Assemblvy together with all the fSovernmentg
of Member States, should make preciselv this effort to renew the development
priority.

32, One should sound alarms, especially ones bearing short deadlines, with care.

In many of the poorer countries the development process, while imperfect, is hardy
and entrenched. These countries themselves can of course do much to gsneed, or retard
thelr own processes, and in many cases they will probably not allov themselves

to go down the drain whatever the rest of the world does aboub implementing the
Interrational Develooment Strategy. Hevertheless, the mode and sneed at which the



pocrer countries proceed are heavily dependent at the margin on the trade and
resource-transfer environment provided by the international community. Governmeuts
of developing countries, moreover, must plan well shead; they must make their chioices
of pace and mode well in advance of the results they seek. Covernments nov are in
the process of making policy choices for the balance of the 1970s based on their
best assumptions about the external environment in whiech they will be operating.

In so far as those assumptions objectively interpret the trends of the past three
vears, they are bound ta be bhearish. Such is the strategic case for the
international community to renew the priority for development guickly and
convineingly .

33, There is an even more pressing tactical case for moving development back towards
the centre of the global agenda. As noted, one major aspect of the new fermeni of
these most recent years is the stressful, ramifying concern surrounding internationil
monetary and trade issues., These issues are nov moving very rapidly, both in the
monetary and in the trade negotiations of the next few months, towards decisive wa)-
stops, if not ultimate solutions. Thus far the monetary and trade debates have bewm
very largely preoccupied with the interests and counter interests of the developed
countries. It is essential, if they are to arrive at viable global answers, that
the measures adopted be as constructive as possible for the developing countries.

The representational formelities in this regard - membership in the General
Agreement on Tariffs and Trade (GATT) and in the Committee of Twenty - already ar:
arranged. But by themselves these are not enough. TFor one thing, the developing
countries themselves have to arrive at a clearer view of their common monetary ani
trade interests. But in addition, given the de facto distribution of bargaining
power in these forums, a number of developed countries need to serve as active and
resourceful partisans of the development priority; they should undertake not to
agree to measures that cater only to some countries, bub should work for measures
that help all.

3. To ecall for a renewal of the development priority obviously is not to call for
it to displace all other pricrities. The rational pursuit of a set of major goals
necessarily involves compromise and trade-offs. But ~ and this is a theme the
Comnittee seeks to press in this report - there can also be very substantial
complementarities among the major goals. The present report particularly highlights
one such instance of complementarity between development benefits, on the one hand,
and developed-country monetary and trade objectives, on the other - the link between
the Special Drawing Rights of IMF and development assistance. But there are many
other examples of such potential ceonvergences. In the interplay between
environmental and developmental concerns, for instance, there are substantial
opportunities - substantially more, the Commitiee thinks, than the Secretary-
General's report suggests - for mutually reinforcing outcomes. What is needed, in
this regard, ig to get the development objective reweighted into the international
community's set of priority goals sc that monetary or trade or environmental or
other choices which are close on their own merits but which would have significantly
gifferent development consequences can be tilted in pro-development directions.

35. Usually reporis like this first address advices to developing countries, then
treat needed international measures. On this occasion, sinece the present gap between
promise and performance is larger on the gide of the international community than

of the developing countries themselves, and also because incipient policy decisions
in the poorer countries may be significantly conditioned by quickly signalled changes
in the international environment, the Committee turns first, in section B, to
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international measures. Then, in section C, it considers policy improvements that
might be sought by developing countries, in part without regard to the degree to
which the international community now renews the priority for development, in part
conditioned by that response.

36. At various points in this opening discussion there have been references to the
changes since 1970, not only in the svents bearing on developing performance, but
in the objectives of the development process. DBefore proceeding to a discussion of
policy measures it may be useful to summarize broadly the Committee's understanding
of the goals that mosi developing countries themselves presently are pursuing and
for which they seek international reinforcement. The objectives recited in the
International Development Strategy are by no means outmoded, but there has been a
significant shift of degree and in emphasis. The emphasis placed on the issues of
employment and social justice in the International Development Strategy was in itself
an innovative npote. [Elaborating on this note, the Committee called attention, in
the report on its eighth session, to major aspects of these issues and to the need
to make them an integral part of national development thrusts. Yet these issues
have still tended to be treated as additive matters appended to the central and
familiar quest for extension of aggregate output and income growth. Meanvhile,
many countries have increased further the humanistic emphasis of their development
objectives. No longer willing to treat equity or employment as ancillary goals,
they have raised them conceptually to full parity with output growth.

37. This change of balance in development desipgn undoubtedly alters the trade-offl
between equity and economic growth in various respects. In particular, to the
degree that countries succeed in pressing direct attacks on extreme poverty, their
efforts, unless supported by adequate measures, will tend to increase consumption
and, therefore, to decrease investment out of unchanged levels of income. In
practice, these static conditions need not prevail. As the Committee has emphasized
in its earlier reports, the degree of conflict between equity and economic growth
involved in the "new approach" to development that entails a frontal attack on
extreme poverty is easily exaggerated. First, the approach relies considerably on
mobilizing quasi~idle and/or low productivity labour to additive capital formation
at the same time it is raising consumption. Secondly, at the subsistence levels of
welfare involved, increased consumption frequently yields direct improvements in
productivity; indeed such consumption ~ better nutrition, health improvement and
basic education - can be construed as a form of investment. Thirdly, Governments
adopting the "new approach" need not be passive in letting "natural” savings
propensities work their effects:; rather, responsible employment-generating, public-
consumption and redistributional programmes can be supported by additive fiscal and
other savings measures - just as they can be greatly facilitated by additive inputs
from abroad.

38. Bo construed, an increased priority for equity is fully compatible with a
continuing priority for economic growth; indeed its implementation depends heavily
on the latter. Such is the view of most CGovernments that have adopted the new
approach, and it is easily embraced by the International Development Strategy.
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B. TInternaticnal co-cperation

39. The reneval of the international community's commitment to development requires
innovabive action on a wide front, forged in a spirit of co-operation that genuinely
seeks an integrated world economy, free from want and intolersble disparities. This
surely all will not be achieved by the time the world community turns its attention
to the mid-Decade appraisal. But at least that appraisal should lead to the
conclusion thet a genuine start has been made in the needed direction.

40, Given the profound importance of international trade for developing countries,
trade and commercial policies must occupy a central position in any effective
upgrading of the richer countries' priocrity on international development. While
the export performance of the developing countries will depend importantly on
their own efforts and upon measures to promote trade among themselves, their over-
211 export prospects will continue to depend heavily on the accessibility and
receptivity of advanced--econony markets.

41, While there will be no problem for the major petroleum and natural gas
exporting cowntries, and perhaps not for exporters of some other minerals, such

as iron ore, the exports of the rest of the primary products, especially food-stuffs
and fibres, which constitute the bulk of the poorer countries’ traditional exports,
have a very different aggregate prospect. In general, the income-elasticity of
world demand for them is much lower, and they often face stiff competition from
synthetic substitutes. In many cases, the combination of fluctuations in supply
and demand, which are both price-inelastic in the short rum, subjects such exports
to violent swings in earnings. The adverse consequences are compounded when
countries are heavily dependent on one or a very fevw traditional exports, as is

the case with & number of poor countries.

4. Tn such circumstances, those Governments of industrialized countries which

are serious about promoting development will have to be receptive to international
commodity agreements. With respect to supply~concerting efforts by the producer
countries which seek to strengthen and not simply smooth prices, consuming countries
should recognize that such procedures mey serve to promote development in poorer
countries. Furthermore, the importing countries, if they are indeed serious sbout
development promotion, will need to take pains to reduce and then to eliminate
within a reasonable period the adverse spill-over of their own agricultural policies
and those of the enlarged Buropean Econouwic Community on developing country
suppliers. Such iwmporting countries should give close attention to vhatever
somplementarities may exist between development promotion and their own newver
envirvonment-related reasons for favouring certain natural raw material inmporis

cver domestic synthetics. They should also recognize the need of most primary
rroduct exporting countries to diversify their exports and, in particular, to move
into labour-intensive manufacturing and food-stuffs. Such an approach must accept
chenge in the international division of labour. It must seek the termination of
muitilateral, bilateral or, indeed, unilateral arrangements - such as the Long-
Term Textile Agreement or voluntary controls on shipments of beef to the United
States - that have the effect of limiting imports from developing countries. This
iz by no means an easy task. But concerned Covernments should strive to promote
general public awareness of the benefits that an evolving international division

of labour can bring not only to the poorer countries but to the economically
advanced countries themselves. In this connexion, moreover, safeguard clauses
should not be used against normal developing countyy exports. Rather, industrialized
pations should develop active reconversion plans and, in particular, effective
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adjustment assistance for workers and enterprises in industries that are no longer
competitive with developing country suppliers. It is also important that labour-
intensive agricultural imports be favoured as wuch as manufactured products bv such
reforms.

L3, Wevertheless, because it will determine most of the future growth potential
Tor exports from the bulk of the developing world, the outlook for manufactures
occupies the centre of the market access problem for developing countries. Here
we do not propose to deal at length with the alternative mechanics that particular
industrialized countries may choose for assisting merket access. Some, certainly,
may proceed, a&s has already begun, with an extension of trade preferences. 1In
this connexion, it has become clear, in the cazse of countries which are 2lready
applying it, that this treatment urgently needs to be enlarped and liberalized if
it is to yield the benefits expected from it. Havins declared its intention to
provide generalized tariff preferences to the developing countries, the United
States, in its capecity as a great world market, should delev no longer in putting
such a system into effect. The preferences accorded by the Furopean Feconomic
Community to its associated countries need to be extended to other develoning
countries as well, starting with the least developed among them. ©uch preferences
should be given on a non-reciprocel Lasis; the reverse preferences that some
developed countries have demanded and rececived Trom a number of developing countries
are herdly in tune with requirerments of development. These need to be phased out.
Such a step would contribute towards -reater harmony amonn developing countries.
Instead of offering tariff preferences, some developed countries may rely on
general tariif reductions and/or the elimination of non-tariff barriers, but ones
that indeed open new opportunities to the poorer countries and root out hidden
discriminations against their products. Some Jovernments will need toc take the
lead in redressing international conventions as to shipping and other "invisibles”
that inhibit developing country ewports.

LL, Whatever the particular seguence of adjustients they choose, CGovernments
serious about development promotion will recognize that, when account is taken both
of their non-tariff barriers snd of the present structure of their teriffs, their
economies' present derree of effective protection against developing country
manufactures probably in fact is hich and perhaps prohibitive. Therefore the scope
for improving the latter's market access typically is larpe. It is clear that
effective liberalization of imports of manufactures from developing countries,
although benefiting consumers, is likely to encounter formidsble . in some cases
nov rising -~ opposition from wrotected domestic producers. OSovernments so disposed,
therefore, will need to be determined and politically resourceful. In particular,
ag noted, they will need to be much morve active, individually or within their
arrangements for multinational co-operation, in providing "adjustment assistance"
for domestic producers.

45. At present, developins countries are locking towards the fortheowing trade
negotiations and to further rounds of discussions on monetary issues. TNoth

aspects - trade and financial - engage the whole couplex web of global international
relations, which are often essentially in the hends of a linited number of larce
countries but whose effects are wnfailingly felt by the developing countries. On
past post-war occasions, the developiny countries did not play an adequate role in
world financial and trade nepotistions. During these necotiations, they should.
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W6. Developed countries should ensure that the forthcoming negotiations yieid
tangible benefits for developing countries; and the latter will no doubt find it
desirable - indeed, essential - to take their unity of purpecse beyond the stage

of general declarations into the level of actual negotiations. The results of the
negotiations should not be such as to yield benefits to some groups of countries
but not others. Only a final outcome generally satisfactory both to developed and
developing countries would be in accordance with the aims of the International
Development Strategy.

47. While some centrally planned countries presumably will be participating in the
forthcoming trade negotiations, others will not. In these circumstances, it is
necessary to recall the obligations assumed by these socialist countries in regard
to the developing countries. These include wider preferential access for the latter
to the markets of the former and the inclusion of increasing amounts of goods
originating from developing ccuntries in the purchasing plans of the centrally
planned countries' trade and industrial enterprises. FPolicies for increasing the
level of consumption pursued by the socialist countries should facilitate the
expansion of their imports from the developing countries.

48, TFinally, Governments serious about facilitating development viea their trade
and commercial policies will remain particularly alert to the implications that
other aspects of their programmes may have for developing country exports. For
example, as noted already, they should ensure that nev regional trade groupings
among them do not adversely affect developing country markets. In this respect
emphasis must be laid on the negotiations to be carried out under article XXIV

of GATT in connexion with the enlargement of the Furopean Economic Community, since
the alteration in the conditions of access to markets brought about by the entry of
new members is a cause of severe concern to a number of developing countries.
Governments of developed countries should be quick to see that the pollution costs
and concerns newly attaching to some manufacturing processes in densely populated
high-income locations mey appropriately shift the comparative advantage for such
production to the developing countries. As these Governments atiempt to formulate
new policies with respect to private multinational enterprises, they should give
careful attention to the latter's growing function as organizing and marketing
networks for developing country manufactures, while seeing to it that they do not
engage in activities which have caused concern in a number of these countries and
which are referred to in resolution 1721 (LIIT) adopted by the Economic and Social
Couneil on 28 July 1972.

kg, In 1971, the net transfer of resources from developed market economies to
developing countries and multilateral institutions again did not fulfil the target
set in the Strategy. As a proportion of the gross national product of these
economies, it represented only 0.7Th per cent, lower than it was 10 vears earlier -
namely 0.86 per cent. TFurthermore, the critical component, net official
development assistance - designed to be concessional - amounted to 0.34 per cent
of the gross national product in 1971 - as against 0.50 per cent in 1961 - while
the target for such assistance is 0.70 per cent. The result of this shift to a
greater weight of private flows in the transfer of resources has been to increase
the cost to recipients - even more so as the grant element in official development
assistance has been falling in recent years. Within the developed market economies
members of the Development Assistance Committee {DAC), of the Organisation for
Fconomic Co-operation and Development, only five attained in 1971 the target of
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1 per cent of the gross national product to be given as net flow of financial
resources to developing countries and only one reached or exceeded the target for
official development assistance. The United States, which still accounts for close
to two fifths of the total net transfer of resources, has influenced heavily the
outcome, as it is still far from reaching the two above-mentioned targets. As a
whole, the amount of resources transferred from these developed countries did
increase in real terms in 1971; but such expansion has not been commensurate with
the needs of developing countries with respect to its amount, structure and cost.
The Committee feels particularly concerned about this ocutcome. 2/

50. The commitments of the centrally planned countries to transfer finaneial
resources to the developing countries increased substentially during the initial
years of the 1970s. However, because of the unfortunate lack of data on
disbursements, the magnitude of the amount actually used on a year~-to-year basis is
not known. WNor is it possible to state with precision the costs of these transfers.
In general, the terms of loans tend to be soft, especially in the case of China which
very often does not charge interest on its loans. As in the past, the transfer of
resources from these socialist economies has been heavily concentrated in a few
developing countries.

51, Financial resources have also been provided by some developing countries to
other developing countries. This has been done mainly by some petroleum-exporting
countries. Although sufficient information is not availasble to permit precise
conclusions, it appears that the impact of such resources has been limited to only
a few countries.

52. All in all developing countries are facing a stringency of financial resources
for development purposes, at least of official origin. Commercial loans at higher
costs tend to take their place and in some countries are already the principal
source ol foreign financing. As a consequence, the debt burden is becoming every
day more vressing. Servicing the debt of developing economies absorbed about
$6,000 million in 1971 - over 10 per cent of export earnings - and this ratio will
grow rapidly if measures are not taken to strengthen the flow of official transfers
of resources and to soften terms. Almost half the total debt is concentrated in 10
developing countries, with over 16 per cent of their export earnings poing in
service payments. A succession of payments crises and the need For emergency
measures of refinancing may be expected. Tt would be 4ifficult to exaggerate the
probliems that such developments could entail. Thus, for a number of countries,
there is an urgent need for more extensive anticipatory refinancing on soft terms
of past debt while the skies are cleear.

53. The increasing indebtedness of developing countries and the higher cost of
transfers of resources consequently dominates the picture of financial co-cperation,
overshadowing some progress made in other elements of this area of international
co~-operation., Although multilateral financial institutions are channelling a
growing proportion of resources and one of them, the World Bank group, has
succeeded in expanding considerably its lending operaticns, these institutions have
found it necessary - because of their own rising interest costs on borrowings of
capital ~ to demand harder terms in their ordinary operations in contrast with
official assistance from bilateral sources. DAC members coliectively are aiming at

2/ The factual statements are based on the data of DAC as adjusted to conform
to United Nations definitions. The data cover the pericod ending in 1971.

~15-



a target of a grant element of 8L per cent in their official development assistance;
as of 1971 only four of them were below 80 per cent. Some countries have also moved
towsrds a relaxastion of their reguirements of procurement of the so~called "tied
loans”. Nevertheless, if the amownt of official assistance is not substantially
increased so as to fulfil the targets set in the International Development Strategy,
the result of this commendable effort will be neutralized by the harder terms of
private financing.

54, The Committee urges developed market economies and centrally planned economies
alike to make azll the efforts needed to expand substantially the transfer of
regources to developing countries and soften its terms. ihile favourable export
conditions in the latter part of the 1960s helped some developing countries to
achieve a relatively high rate of economic growth in spite of the ingufficiency of
development assistance, many have remained well belov the average, and among them
are some of the poorer and more vulnerable countries. New avenues of international
financial co-operation are therefore urgently needed. International commodity
policy, however well designed and however effectively carried out, will not suffice
to protect developing countries against the adverse consequences of declines in
export prices or earnings resulting from sitructural shifts or slackening in demand.
The need for a scheme of supplementary financing along the lines originally proposed
by the United Wations Conference on Trade and Development at its first session
remains strong. The international community should take steps to break the current
deadlock on this score, arising mainly from the difficulty of raising the necessary
resources., (ne possible approach might be for IMF to expand the scope and purpose
of the compensatory financing facility so as to provide for longer-term programme
financing in cases of the above type. Multilateral and bilateral financial

resource transfers not only need to be substantially expanded but alsp made flexible
to suit the requirements of borrowing countries in the framework of their development
plans or programmes. Further, it is essential to meke muliilateral institutions
immune from political influence in their lending operations so as to preserve the
confidence of developing countries in their judgement and ultimately in their role
of promoters of development.

55. The world community should begin to devise new vehicles for enlarging and
orgenizing the international transfers of resources. The net transfer of resources
from the rich to the poor countries is not a tewporary issue. The need will
continue. It avpears more and rore necessary to consider these transfers not as
the result of affluent philanthropy but as a response to the common interest of
the world socieby as a whole.

S6. A major increase in the net transfer of resources to developing countries can
be justified in terms of development needs alone: developing countries could make
efficient use of a much larger volume of assistance than is presently available to
them. Such an expansion in the flow of resources to developing countries could,
hovever, also meke a sigpificant contribution to easing current tensions in world
trade and peyments. In order to overcome the international imbalance of recent
years, it is essential for a considerable improvement to take place in the United
States balance of payments. A corollary of the current deficits in the United
States balance of payments has been the surpluses in the balance of payments of a
number of other developed market economies. An improvement in the balance of
payments of the United States would ordinarily entail a reduction in these surpluses.
However, it would be easier for the other developed countries to accommodate a
larger shift in the United States balance of payments on current account 1f the
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collective surplus of the industrial countries with the developing countries were
suitably enlarged and the resulting deficit of the latter sustained through the
requisite transfer of financial resources on appropriate terms.

57. Whnile there are a number of ways in which such an inctease in the import
capacity of developing countries could be brought about, the Committes sses
particular merit in the proposal for a link between the Special Drawing Risghts
{SDRS} of IMF end additional development assistance. The quantitative scope that
such a link would afford for transferring resources to the developing countries in
the near future is uncertain. It mav well be quite large. But even if world needs
Tor additional liquidity in the Form of SDRs in the near future prove relatively
modest, the basic principle represented by the link is hipghly imnortent. The link
would represent a new departure in collective action by the intemmeational community
in support of the International Development Stratesy. Moreover, the contribution
thalt a transfer of resources could make to the adjustment process, as described in
the preceding pararranh, provides further justification for building that transfer
integrally into the international monetarv system.

58. The Committee is aware that gz number of variants of the link have been
proposed. While it does not propose to enter into the detailed considerations
underlying the cholce, there are two issues on which comment may be made. In the
first place, the choice between various forms of link should not be made to rest on
speculstion as to the extent to which one or another form mirht yield flows of aid
thet would be truly additional. Tle see little basis for such gpeculation, since the
case for the link does not rest on concealing from TNovernments and 1eg131atures

the transfer of resources to developing countries that is involved. The intention
of the link is rather to create a new and collective channel of assistance,
Secondly, the choice as to the manner in vhich the new rescurces should be
channelled - whether directly to developing countries from IMF or indirectly
through multilateral financing institutions - should not be made to turn on
considerations of inter-country distribution. The way ODRs work, their creation
entails an unrequited transfer of international purchasing power to some set of
recipients. 7There is no lemal, let alone ethicel or operational , reason -~ nothing
more than a very young custom - that says thet the initial distribution needs to

be proportionate to IMF quotas. The purpose of nev SDRs is to provide needed
increments of internatioual liquidity, and, however the latter are first distributed
they will find their way., via international transactions, to those countries which
want and can afford to hold additicnal liguid assets in this form. I, as the
Cormittee believes, there are good reasons of eguity for skewing the 1n1t1&l
distribution of SDRs to the poorer mewber countries of IMFF, then there is no reason
why those richer countries which want additional reserves should not have to earn
all or part of their incremental SDRs bv sunplying a round of develoonent-assiting
exports to the poorer initial recipients. ¥or is there any basic reason vhy direct
distribution by IMF, on the one hand, or indirect distribution via develonment
financing institutions, on the other, need have different distributional outcomes.

?

59. The Committee recognizes that many developing countries would prefer resowrces
that are placed unconditionally at their disposal to resowrces thet are tied to
project or programme lending within a framework of conditionality such as that
presently employed by the develonment financing institutions. On the other hand,

in the s@bsence of adeguate nonitoring of the use of funds, the amount of rescurces
the world community would be willing to transfer throurh a link might well be
limited. The Committee therefore feels that there is much to be said for a suitable
combination of both methods.
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60. 'The recognition of global needs should also lead to the development of other
new and collective vehicles for net transfers besides the S5DR link. The use of
sea~bed resources, on which discussions are currently going on in the United Nations
opens up one such possibility. Particularly in their exploitation of natural
resources lying beyond the territorial limits of sovereign States, Govermments
should accept the imposition of a charge by the world community cellectively which
in turn would be channelled to the poorer countries. Another possibility is the
imposition of a levy throughout the world on the consumption of some luxury goods,
such as cars, pleasure boats, television sets, refrigerators, washing machines and
dish-washers. The Committee outlined a proposal in this connexion in the report

on its sixth session. 3/ The proposal, characterized as a world sclidarity
contribution, suggested a levy at a low uniform rate - for instance, 0.5 per cent -
on the purchase price of the items selected for this purpose. The contribution
would be collected by the tax authorities of each country, and the proceeds used
for financing international development in accordance with agreed ayrangements.
S4ill another possibility is a tax on the use of non-renewable natural resources:
such a tax could not only provide finance for development, but also help %o
encourage more economical use of scarce natural resources. S5til1l another possibility
is the introduction of financial contributions by multinational corporations. The
feasibility of all such proposals needs close study. Such studies should be
undertaken in the United Nations system and in other concerned international
organizations as soon as possible.

1. The reorientation of trade and commercial policies towards development goals,
and the improvement in the volume and terms of resources - even if the latter is
enhanced by the SDR link and other nev mechanisms - would still need to be
supplemented by other measures of international co~oneration., There are, in
particular, three interrelated matters of this sort to which the Committee would
like to draw attention in the present report. These are the promotion of closer
international co-operation for industrial development, an increase in the transfer
of technology to developing countries and the encouragement of a more positive role
for multinational corporations.

62. In recent vears & number of industries of economically advanced countries have
established or expaended production units in developing countries, not only to serve
local markets but also for export, including to their own markets. Various forms
have been used - direct transfer of production to subsidiary companies,
subcontracting to local firms, complex agreements fox enterprise-to-enterprise
industrial co-operation - which have led developing countries towards greater
integration in world production and trade, both in traditional industries, such

as textiles and leather goods, and in such more technologically advanced manufactures
as automobiles, electronics and machine toeols. This development has an importeant
potential which should be fully used. Industrial co-operation between developed
and developing countries should be given impetus both at the governmental level and
at the level of enterprises. Such co-operation should help to expand and diversify
industrial activity and to build up technical and managerial skills in the
developing world. Developing countries should themselves contribute to this process
by delineating their priorities in preduction and technology and by defining their
policies towards foreign partners. As a group, developing countries should increase
the solidarity among themselves and strengthen their intra-group industrial
co-operation at various levels. This could take place within subregional groupings
by joint programming of industrial development, including harmonization of policies
and decisions on establishment of multinational industries and equitable share of
benefits, and by increasing industrial co-operation between countries and regions,

3/ See Official Records of the Economic and Social Council, Forty-ninth
Session, Supplement No. T, paras. 67-69.
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including specialization in industrial branches of products, mutual provision of
management, and the sharing of technical and consulting services. International
organizations should assist in promoting world-wide industrial co~operation by
projecting common Fframeworks for action and by providing forums for discussions
and negotiations.

63. The application of appropriate scientific knowledge and technology is of
fundamental importance to the brogress of developing countries. The channels -
both official and private - for transferring technology to the developing countries
need improvement, and the renge of options from which each country may choose
technologies appropriate to its own conditions needs broadening. Covernments of
developed countries need to make their current policies more flexible in these
regards. Not only should they provide adequate direct assistance to developing
countries on seientific and technological matters; they should encourage activities
in their own research and development programmes that are of use te the poorer
countries. The practices of foreign private firms on such matters as royalties

end licences should be better attuned to developing country needs. At the sane
time, it is at least as important to promote indigenous programmes of scientific
and technological work in developing countries themselves, individually and through
regional or subregional co-operation. In the research activities of both developed
and developing countries, more effective attention needs to be given teo evolving
technologies that sbsorb more labour productively while, at the same time,
moderating the physical strain and drudgery for individual workers. Finally,
particular attention should be given to the development of new - for example

solar - forms of energy that may be especially adaptable to developing country
needs .

64, In gauging the course of the world economy , the role of multinational
corporations cannot be ignored. They have accounted for about one fifth of the
total output and total exports of all market-based economies in recent yvears.

While these corporations often act as effective agents for the transfer of capital
and technology to developing countries, their activities have given rise to issues
of economic control and intrusion into the domestic affairs of host countries. The
Committee has learnt with interest that, in pursuance of Lconomic and Social Couneil
resolution 1721 (LITI) of 28 July 1972, the Secretary-General will soon appoint a
group of experts to study the role of multinational corporations and their impact on
the development process. The Committee looks forward to seeing this study as well
as the results of similar work in progress in other organizations. It will offer
its own views and recommendations on this subject in due course,

65. The Committee concludes this section by drawing attention once again to the
numerous opportunities which now present themselves - in international monetary
reform, in multilateral trade negotiations, in measures for environmental
management, and in the external policies of the regional groupings of the developed
countries - for reversing the negative trends that threaten the implementation of
the International Development Strategy and for promoting the common interests of
the world's population. Such common interests inelude achieving a more rational
international division of labour, and thereby lower consumer prices, using to the
fullest extent the world's preductive resources, more particularly the labour
resources in developing countries, and avoiding a polarization of the rich and the
peor. Unavoided, such a polarization is bound *o produce violent reactions that
are against the best interests of mankind,
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¢. Policy needs in the develowins countries

66. 1In the developing countries the principal task consists in combating mass
poverty and unemployment and simultaneously fostering economic growth. A number

of current development plans do indicate o shift in emphasis and a growing awareness
of the need to pursue patterns of development that ave more sensitive to sccial
problems. ‘The recognition of the need for new apnroaches and an expression of
concern st social silments, however, do not always amount to the incorporation of
basic changes into actual development programmes and policies, And yet the latter,
of course, is what is required.

67. Inadequate statistical information is still a serious handicap both for
formulating = comprehensive approsch to economic and social development and for
evaluetion of the progress made. The Committee notes with satisfaction the action
that international organizations are taking to help the developing countries to
irnprove their statistical systems, giving particular attention to the collection of
basic data on such items as employment, unemployment, distribution of income,
consumption, minimum standards of living and other topics which are relevant in
respect of the social objectives of the Tnternational Development Strategy; it
strongly supports the recommendetions of the Stetistical Commission of the United
Nations on this subject. Administretors and policy makers in individual countries
must be comseious that bold and immediate action is needed in this sphere if they
want to set concrete results in 2 ressonable span of time. Yet the improvement of
statistical systems can be a difficult, slow-moving and costly process, and the
implementation of development policies seldom should wait until such results
become available. Sufficient information for the initial woves can almost always
be obtained by a better exploitation of the existins data or be drawn from
administrative records, expert judgements and other sources.

66. The economies of & small number of developing countries have been growing for
several, even many, years al very high rates whose possibility would not have been
envisaged a decade ago. There is some evidence thet countries with hirsh rates of
economic growth have been able to reduce unemployment more effectively than the
slower-growing ones. Nevertheless many relatively rich developing countries have
not escaped from mass poverty and unenmployzent., Moreovelr, rapid economic growth
can also be accompanied by unfavourable scocial develonment if the spreading of
econonic gains does not form an integral part of a country's policies. The
Committee believes that, with good policies, social problems are more likely to be
solved within a fremework of rapid economic growth. In fact, 2 precccupation with
social objectives to the detriment of economic growth and of technological
modernization can result in an aggravetion of social problems and tensions,
particularly those of unemploviment. There is no reason why a pattern of development
cannot be devised which reflects the complementarity between a multiplicity of
objectives - a pattern in which programmes for improving output, employment, income
distribution, education, health and nutrition reinforce and sustain one another.
Such patterns of development, attuned to the eircumstances of the countries
concerned, need to be reflected more fully in the new development plans for the
1970s.

69. The International Development Strategy calls upon developing countries to
formulate population policies. While there are some countries where a larger
population is thought tc be desirable, many develeping countries recognize that a
reduction in the rate of population increase would permit a more rapid achievement
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of the primary objective of elimineting mass poverty, and improving standards of

health, housing and education. DPopulaticn policies have several dimensions. The
Comrittee wishes to draw attention to some of them, as is done in the next thres

paragyanlis.

76. Althourh a lower rate of population increase in the 1970s in the developing
world as a whole, as compared with the more than 2.% per cent rate of increase in
the 19G0s, can hardly be esxpected, there are already some important siens that the
desired reduction by the end of the 1970s will he achieved in many countries.
There have been striking falls in the birth rete in seversl countries - these
‘nelude Barbados, Chile, Costa Rica, Hong Kong, Singapore and Trinidad =and

Tobapo - and significant falls in some others: TFiji, Guatemala, Guyana, Jemaica,
ilelaysia, Mauritius, the Republic of Keorea and Sri Lanka., As yet, there is little
evidence of 2 reduction in severzl larpge countries vwhere the need for family
nlanning hes been felt and active programmes for the purpose have been adopted:
some progress has nevertheless been repgistered even in these countries, and it is
possible that more substantial results will begin to show in the course of the
1970s.

71. In most of the countries referred to above there was evidence of a decline in
birth rates even hefore the institution of family planning programmes. It would
eppear that this was partly in response to a sharp decline in death rates, though
with a time-lag, and partly due to urbanization, a rise in incomes within certain
social strata and extension of education. Active and sustained programmes for
making available the means of family planning to evervone are still an essential
adjunct to success, especially in those rural aress vhere substantisl improvements
in standards of living and levels of education canmnot be expected to he realized Tor
many years. DIxtension of primary education, grecter availebility of health services,
improved opportunities for femele employment, especially in cities, are all aress
where an attack on poverty and the achievement of a reduced rate of population
increase are mubually reinforcing.

72. Wo desree of success in the demographic field will, however, meke any difference
to the large snd risins flow of work seckers until the rid~1980s at the earliest.

The impact of population irncrease on the employment problem in several developing
countries has already become very evident. The new ernphasis on incressing srork
opportunities and the productivity of the less~than-fully-enploved will remain valid
for many years.

73, It haos become plain thet measures for spreading the benefits of economic growth
need to be built into the development proprammne of each country. Such diffusion
typically does not take place auvtomatically. Theough there has been progress in

this direction in many countries through expansion of educational and heslth
facilities, low-cost housing for the poorer sections of the population and other
improvements much remains to be done - especially in inproving access to these
facilities in rural areas. Claims concerning advences made in these particular
fields alsc must be reconciled vith the broader econonic evidence reparding shifts
in the distribution of income and wealth. The data available are regrettsbly not
adequate to support firm conclusions. Yet the burden of the evidence sugrests

that, with few excepticns, there has been no sionificent shift in favour of the
lowver-income prouns in the developing world. Some developing countries seem to have
moved in the reverse direction. If the vrocess of economic growth is to Tiring sbout
a wider dispersion of benefits, the vhole structure of production and of proverty



ownership in these countries will itself need to be modified to a greater degree
than has been the case thus far. This no doubt raises complex and aifficult issues,
but they need to be faced. At the same time, the problems of mass poverty and
unemployment cannot be solved through redistributive measures alone; the accent on
economic growth must therefore continue. As noted, developing countries now show
avareness of these two dimensions of their challenge. The issue is one of
implementation.

Th. Basically, what happens in the agricultural sector is crucial in most developing

countries. Widespread unfavourable weather has had a depressing effect on
agricultural production in the first two years of the Second Development Decade,
and it is difficult to draw valid conclusions from the data on output available
for this period. Yet, even if sllowance is made for the impact of weather, there
is reason for concern about the performance in the agricultural sector. Despite
the availability of high-yielding varieties for several crops and the more intensive
application of other inputs, progress has been uneven. The "green revolution" has
shown impressive results in respect of wheat, but the record in other crops has
generally been disappointing so far. At the same time it is probable thet in
certain countries improvements in agricultural production have been concealed by
the inadequacies and deficiencies of the data avaeilasble. The Committee would like
to draw attention to the extremely undependable character of some of these data,
particularly in respect of countries in Africa, and would caution against any but
the broadest inferences being drawn from them.

75. 1In this context it is of particular concern that, though the area under
cultivation has been expanding more rapidly than foreseen in the Tndicative World
Plan framed by the Food and Agriculture Organization of the United Nations - no
doubt reflecting the pressure of the growing sgricultural labour force - the targets
of individual countries presented in the Plan in respect of irrigation are not
being fulfilled. This could have serious conseguences in Asia. Barly and effective
action needs to be taken to extend irrigation - specifically of the type that will
make water available in the required guantities at the right time for each Crop.

The importance of exploration of ground-water resources, and measures for the
exploitation of these resources, cannot be exaggerated. The Committee would also
like to underline the need for making more efficient and economic use of the water
available, and for wminimizing losses of water through seepage and evaporation.

76. Though expansicn of agricultural output has been handicapped by the
non-availability or insufficient use of the necessary inputs, inadequacy of demand
has also been a factor in varying degrees. This has been in evidence ip some
countries where esgricultural expansion is primarily dependent on export demand.

It has also been evident in the case of the coarser new varieties of rice which
have encountered problems of market acceptance. This kind of phencmenon underiines
the need to supplement programmes for increasing agricultural production with
measures that would simultaneously increase the incomes of the poor.

77. At the same time, there has been inadeguate awareness of the posgibilities of
increasing the output of high value commodities with good demand prospects like
vegetables, fruits and animal and forest products. While the production of
vegetables and fruits is generally labour-intensive, for livestock and forest
products deliberate efforts are needed to promote efficient labour-intensive methods
of production. Many developing countries have considerable export potential in
this field, provided the necessary organizational and other support is made
available. Inadequate efforts in this regard and the protection given to their
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imternal agricultures by both developed and developing countries continue to
inhibit progress. Such expansion of exports is one of the best means available
for increasing both employwent and income Tor small farmers in the developing
countries.

78. There is ample scope for using efficient labour-intensive methods of producticon
in agriculture, and care has to be taken that the price mechanism does not result

in a socially unjustifiable substitution of more mechanized methods. Agricultural
output has at times suffered from shortage of labour in the peak seasons,
particularly in areas from where there has been migration of rural labour to urban
areas, and this has had the effect of promoting mechanization in some areas. It is
therefore essentizl to consider organizational measures for making available labour
in adequate quantity during the peak seasons - including devices that are labour-
saving for particular operations and yet not too capital-intensive - and ensure that,
in any case, low prices of farm machinery and easy terms of credit provided for

such investment do not encourage mechanization where it is not complementary to
employment.

79. Although considerable emphasis has been placed on land reforms in some
developing countries, more so in recent years, the actual achievements in this
regard have not been very impressive so far. Only in a few countries have small
farmers benefited from land reforms in recent years. There have been some

important exceptions, particularly in countries in Latin America., In most countries,
the measures of reform have been slow in preparation and implementation still slowver.
This has been the case particularly in South Asia where the pressure of populaticn
has made 1% possible for the owners of land to enter into arrvangements in violation
of the legisiation passed. Where attempts have been made to impose ceilings on

1and holdings, the area of land thus provided for redistribution has generally
fallen Tar below expectations. The implementation of land reforms is commonly
inhibited by the prevailing power structure in the rural areas.

80. Several developing countries have adopted systems of fixetion of minimun
producer prices for selected agricultural products. The assurance so provided hae
been in several cases an important factor in stimulating growth of production in
both large and small farms. However, the largest benefit of minimum prices
naturally goes to the large farmers. Indeed, a major defect of the rural
institutional arrangements and of the government services to farmers - especially
those concerned with credit, marketing and extension - in most developing countries
is their failure to provide adeguately for the needs of the mass of small farmers.

81. Since land reforms and related institutional arrangements have thus far had
insufficient impact on the distribution of property and income in rural areas, it

is essential to press forward with measures of agricultural taxation that have a
significant element of progression built into them. Taxes assessed on agricultural
income as such have not proved to be very effective; there are considerable
difficulties in applying to agriculture some of the concepts used in the taxation of
non-agricultural incomes, and the scope for evasion is wide. The possibility of
linking direct taxes on agriculture with the potential productivity of land,
supplemented by taxation of agricultural wealth above specified limits, needs to

be explored. Steps in this direction have been taken by some developing countries,
but not very systematically as yet. It is important for many developing countries
to give high priority to introducing adequately progressive and effective systems of
direct taxation of agriculture as integral parts of their development programmes.
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B2. Of fundamental imporiance to developing countries is the dynamic thrust
provided by industrialization - a subject to which, as is indicated in chapter 111
below, the Committee will devote greater attention at its next session. Industrial
expansion, as recorded, has been roughly in line with the targets set for the
Second United Hations Development Decade. Industrialization has in feet played a
leading role in the development process of many countries. The transformatory role
of industry on the development of agriculture, transport and other sectors as well
as its impact on the ebsorpition of the growing labour force has, however, generally
been small. There is, thus, a strong case for fostering industrisl expansion at a
faster rate and for strengthening the linkages with other sectors.

33. To date, in a number of developing countries, the pattern of development
refiects the demands of the upper-income consumers in markets that are protected
by high tariffs and import restrictions. Indirectly such development makes heavy
drafts on scarce foreign exchange, both via its requirements for imports of
intermediate goods and via its inhibitions to exports.

84, A phenomencn evident in many developing countries is the persistent substantial
under-utilization of production capacity in manufacturing industries. The reasons
appear to be many, and different in different countries. Developing countries do
however need to investigate in depth the causes of this problem, case by case, and
to take remedial measures. Such action can both improve their performance during
the current decade and vield useful insights for future development programmes.

The Committee itself expects to study this problem further.

85. The nev orientation of policy towards the eliwmination of mass poverty will, if
successful, result in some changes in the industrial structure. There will he
increased demand, not only for food, including processed food, but also for the
simpler non-food items of consumption such as clothing, footwear, domestic utensils
and furniture. These are industries which may bhe suitahle for lsbour-intensive
production. If so, a direct attack on mass poverty can reinforce itself as the
shift of demand itself creates more opportunities for work among the lower paid.
For this same reason, the shifting of production incentives in favour of labour-
intensive industries may itself tend to raise the demand for the products of such
industries. Progress in this direction could be much greater than has been the
case so far, given appropriate incentives and supportine conditions - to which
reference has been made in the report of the Committee on its eighth session.

86. The needed industrial design under the "new approach” to development should
not be confined only to simpler or more traditional products. Several developing
countries have made significant advances in more sophisticated industries producing
intermediate and capital goods, and further progress in this direction is desirahle
for strengthening the linkages between different sectors of the economy and for the
wromotion of technological advances in these countries. In fact a larger number of
countries need to adopt patterns of develepment conducive to the expansion of such
industries during the current Decade. Some of these industries are necessarily
capital-intensive, particularly in respect of energy, transportation, minerals and
some chemicals. Nevertheless there is a wide range of industries falling in this
category which are not capital-intensive and offer scope for increasing employment
significantly along with output, such as industries manufacturing some agricultural
equiprent, metal castings, lorries and buses, light electrical goods and machine and
hand tecols. ILixperience has shown that these industries of developing countries are
successfully competing with those of developed countries. For many developing
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countries, the direction, speed and pattern of development have been adversely
affected by unfortunate internal policies and institutional arrengements: wrong
investment decisions, inappropriate factor pricing - including over-valued exchange
rates - cumbersome and arbitrary administrative controls, excessive tax concessions,
loan policies favouring particular interests and inability to resist offers of
turn-key projects on apparently concessional terms. Such fectors have frequently
led to over-capacity ir industrial plents and to distorted industrial structures,
Such conditions clearly warrant correction.

87. The drive against poverty and wnemployment will have %o permeate a2ll sectors

of the economy, not merely agriculture and industry. The situation in many
developing countries is so urgent as to demand additional efforts, pointedly

Tocused on eliminating at least the most acute forms of poverty. It is the belief
of this Committee, as already spelt out in the report on its eighth session, that
construction activity and land improvement are particularly well suited to providing
& decisive momentum now as an integral part of the seneral development design of the
countries concerned. Public construction programmes in both rural and urban areas
not only establish links between the developmental activity in the two sectors, but
alsc yield high social benefits in relation to costs. Low-cost housing, water
supply, sewerage schemes, feeder roads, etc., which encourage the use of local
materials and idle labour, can make a significant contribution to the objectives of
a more equitable distribution of consumption and incone.

88. Serving as it does as an input to other activities - agriculture, industry,
transport and housing, among others - construction work is by its nature a spread-
out activity and therefore open to the influence of a host of local circumstances
or factors. While remaining an integral component of the national plan so as to
promote spatially rational development, the design and execution of construction
projects should give full opportunity for local initiative and efforts. This calls
for a greater degree of decentralization of planning and of administration, and
therefore of greater participation on the part of the local people in decision
maling, than has been common in the past. BSuitably desizned construction work can
go & long way in meeting the minimum needs of the most backward or disadvantaped
groups of society and in bringing them into the main stream of develovment.

89, Howvever, care has to be taken to see that & broadiy based pattemrn of
complementary activities is planned in advance. Otherwise, as experience has shown,
excessive emphasis on particular items, for example road construction, can easily
be taken to the point of futility, reducinm considerably the social value of such
activities. In fact. as noted in the Committee's renort on its eishth session,
actual experience with wublic works has been hirhlv unsatisfactorv, in part for
this reason. I% is immortant that, before this kind of develoovmental activitr gets
discredited a systematic and massive effort is made by the develoning countries

to formulate and execute nrogrammes that have a visible impact not only on
employment and income among those vho are acutely under—-emploved but also on the
infrastructure of development,

90. Developments in education in the developing countries are a cause for arowing
concern. Hot only has very little progress been made in orientins education to the
requirements of development but in most countries the structure of education that
has been built up is extremely lopsided. Rural education has commonly received
insufficient atiention. In several countries, particularly in Asia, the developnent
of primary and secondary education, includins vocational education, has larred
behind - more so for mirls - while higher education has been srowing at = rate out

o
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of all proportion to the requirements, thereby exacerbating the problem of
unemployment among the educated. Both the allocation of educational regources

and the types of education offered reflect inadequate appreciation of the positive
contributions that education can meke towards raising productivity in agriculture,
industry, and indeed in all spheres of economic activity. A crisis of very serious
proportions is now in the making in some of these countries, which Jovernments will
not find it easy to face unless they undertake thorough-going overhauls of their
educational systems. In contrast, in most African countries and in some parts of
Latin America, there has been considerable emphasis on basic education but
insufficient attention towards orienting it to developmeut. The lack of vocational
training, and more generally, shortages of perscnnel with the right kinds of
education pose problems in these countries that are no less serious.

gl. The income differentials between those who have received higher education and
those whe have not are very large in most developing countries. They are mainly a
legacy of the earlier colonial era, In some cases, the traditional differentials
have been considerably eroded by inflation. HNevertheless in most developing
countries salary structures still are heavily biased towards those with higher
education, and this partly explains the tendency of higher education both to get
over-extended and not to adspt its output to needs. As major employers of the
educated, Governments have a major responsibility for improving this situstion.

At the same time, since there are alsc other orvganizations that offer high salaries
to the educated - such as private companies - the changes in policy made by
Governments, and by public sector enterprises, in regard to their own employees
will have to be part of s larger incomes policy. The latter should be coupled with
efforts to provide greater job satisfaction to highly qualified personnel who

wight otherwise be persuaded to migrate to high-wage countries. Nevertheless,
unless a restructuring of salaries is begun in the poorer countries, the existing
differentials not only will give the wrong signals to the educational system, and
through it to the young people, they will pose entrenched ohstacles to the
achievement of a more egalitarian distribution of income.

52. The progress made in regard to the expansion of health facilities has also been
inadequate, These facilities generally remain maldistributed. The improvement of
health services, including those for family planning, the development of health
personnel and the prevention and control of diseases are of obvious importance for
promoting welfare, especially of the poorer sections of the population.

93, The Committee bhelieves that there is considerable further scope for the use of
mass media to promote education, family planning, use of new technology and
generally to create greater avareness of the problems and possibilities of
development.

9k, To meet the financial requirements implicit in the new development efforts

the saving ratio will have to increase in most developing countries. The statistics
available regarding the savings rates in these countries are =mong the least
reliable. Tt is only in respect of the saving of the public sector and of the
private corporate sector that the estimates are dependable; the basis of estimation
of househoid saving is generally very weak. This has to be borne in mind in drawing
inferences from the data regarding savings. The average annual increase of

0.5 percentage point in the share of saving to gross product suggested in the
International Development Strategy may seem difficult to achieve for some countries.
Since the rate of saving tends to be higher %the higher the rate of growth of income,
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and export performance has a considerable bearing on the latter, a strong
relationship between saving and export performance is at work in many countries.
But whatever the impact of export performance, vigorous measures are clearly needed
to stimulate saving, and with vigorous and appropriate measures the saving target
suggested in the Strategy is well within the reach of the developing countries as
a whole. Tax revenue can be raised by various means: eliminating loopholes in

tax laws, curtailing tax evasion, devising new and more efficient taxes and
procedures of tax administration. DIxperience has also underlined the need to
eliminate subsidies to upper-income groups (given in a variety of forms), improve
the performance and increase the investible surpluses of public enterprises, and
exercise strict controls on the expansion of expenditure on government administration
and defence.

95. Tinancial institutions can be used to achieve to a greater degree the necessary
flexibility for collecting savings and channelling them to areas of development to
which high priority is attached. It has been the case in some instances that savings
mobilized in the private sector have led to unduly high capital-intensive investment
without much of an impact on employment, and have very seldom reached to a
significant degree small enterprises in agriculture and industry. Necessary changes
will have to be made in the practices of lending institutions to widen the spectrum
of borrowers, to assure more widespread access to credit funds, and to limit the

use of credit for financing luxury consumption. Subsidies may need to be provided
to some institutions for bringing about these changes.

96. Inflation has continued to be a serious problem in many developing countries.
Apart from the adverse effects it can have on personal savings, when there are no
built-in hedges to protect them, inflation encourages unproductive use of capital.
Although inflation has been defended as & means of transferring resources from
consumption to investment, the welfare implications of such a process may be
detrimental to low-income groups whose consumption gets curtailed the most by the
increase in prices. Moreover, it causes demand for land and real estate for
speculative gain and comes in the way of the more productive use of such resources.

9T7. It has often been the case in many developing countries that prices of

ordinary consumer goods have increased more than of luxury goods - which in some
cases have even declined. It is therefore necessary to go beyond measures strictly
designed to prevent inflation and take steps for tilting relative prices against
luxury goods. Tax measures can be selectively applied in order to create a structure
of product prices that tend to improve income distribution. At the same time,
efforts are in order to see that systems of wholesale and retail distribution are
organized so as to check increases in the prices of essential goods during periods

of shortage.

98. A very important ingredient of success will consist in the expansiocn and
diversification of exports. As mentioned in other parts of the present report,
export prospects of developing countries now depend sipgnificantly on the scope and
character of the impending trade and monetary negotiations. The outcome of trade
negotiations would have important effects on the patterns of world markets for
primary and manufactured products alike, Exports of menufactured products from
developing economies, though encouraging, are still restricted to very few countries
and are still concentrated on few products. Towards the end of the 1960s, three
fourths of these exports came from 10 countries and nearly 60 per cent of them
belonged to three categories: textiles and clothing, food and wood products. The
expansion and diversification in trade in manufactures is indeed one of the long-run
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conditions of development for all countries and it should be one of the mos%:
irportant objectives of their policies. Possibilities do exist for more developing
countries to join the small group of these which have made a remarkable advance in
export trade, but Tirst it is necessary to renove the many obstacles at home that
this trade currently encounters. Success in exporting manufactures requires
convergent efforts to promote production of goods in demand sbroad, to meset the
quality requirements of export markets, and to provide adeguate incentives for
exvorts. Developing countries should establish thelr own priorities, taking into
account both supply and demand factors, and deploy a consistent set of policy
instruments, such as exemption from taxes on inputs, export credits and technical
sgsistance in marketing. The resources of international financial institutions
should be flexibly used to help developing countries establish programmes of export
credits and guarantees.

99. The efforts of developing countries to promote trade among themselves have
fallen short of expectations. The intra-group trade of these countries has thus
far been increasing at a slower pace than their trade with the rest of the world.
Developing countries have made advances in establishing various forms of reszional
co-operation, ranging from trade agreements and arrangements for individual
commodities ~ such as the arrangements made recently in Asia for coconut and
pepper - to broader based regional integration schemes. At present, 30 developing
countries are members of one or other of 10 operating integration or co-operation
schemes. Their combined population is 580 million, and their total gross domestic
product of arcund $200 billion accounts for over half of that of all developing
countries. However, the results have not been as large as the broad coverage of
the schemes would suggest.

100. The process of economic integration raises difficult problems, particularly

as regards the distribution of the resulting henefits. The setbacks suffered by
some regional co-operabion schemes or the limited success achieved by others should
not mct as a deterrent. Rather, the innovative efforts that have begun in sonme
cases to achieve a rational distribution of activities among members and
harmonization of their development policies need to be encouraged. The need for
vigorous efforts towards regional economic co-operation remains undiminished in
much of the developing world. In several of the least developed among the
developing countries especially, the problems of extreme poverty are complicated
by the small size of their economies and, in some cases, by the fact that they

have no access to the sea. Uhile special measures at both national and international

levels are required to ease the difficulties of these countries, such measures
will be more effective if conceived within programmes of regional economic
co-operation or integration. TIndeed, for a large number of developing countries,
programmes of economic co-operation or integration are fundamental to their long-
term economic and social progress.

101. The modifications and suggestions put forward in the preceding paragraphs

of this section cover a large territory. To be incorporated into a coherent,
thrustful development programme, they call for significant changes in planning
methodologies and planning institutions. Development planning needs to encompass
a multiplicity of decisions and become more of an interdisciplinary and
representative process than in the past. Yet, it must also be understoed that the
new development orientations involve much more than merely technocratic changes in
planning. They involve institutional and other changes that are often of a
radical kind and thet are contingent on the existence of a political will to bring
them sbout. Unless the balance of political and sccial forces in the developing
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countries is conducive to the adoption of the new approaches and unless the
decision-making authorities are responsive to the needs for them, their

realization will fail. This indeed is the major challenge facing the developing
countries, and their major responsibility, during the Second United Nations
Development Decade. The new orientations will involve conflicts of group interest
and resistance to chance on the part of some s=ctors, often very influential
sectors, of society. If these problems are not dealt with firmly, the search for
new patterns of development will surely be frustrated. Currently a number of
development patterns can be discerned that, while differing widely as regards their
basic principles and aims, reflect a growing endeavour to resolve the prevailing
problems of under-development in a harmonious way. That the need for an integrated
socio~economic analysis of developmen: objectives - emphasized over the years by
the Commission for Social Development and other bodies of the United Mations system,
including the Committee for Development Planning - has generally come to be
accepted represents an important evolution of thought. What is required now is

to give, resolutely and tellingly, an operational content to the new approaches

to development.



II. OTHER MATTERS REFERRED TO THE COMMITTEE BY THE
ECONOMIC AND SOCIAL COUNCIL

A. Tdentification of the least developed among the developing countries

102. In pursuance of Economic and Social Council resolution 1726 (LIIT) of

28 July 1972, the Committee examined at its ninth session the up-dated statistical
information Tor identification of the least developed among the developing countries
contained in a note by the Secretariat (E/AC.54/L.58). In the two years that

have elapsed since the Committee last examined such information, Ej the situation
does not appear to have changed in a significant way. As the Secretariat's note
points out, there continue to be serious gaps in the available information. Data
on gross domestic product are in many cases merely rough estimates, often
representing no more than extrapolations from estimates for earlier vears with the
help of some indirect evidence. Population estimates for many countries are

1ikely to undergo substantial revisions when the results of censuses taken in the
early years of the 1970s become available. These results will also shed new light
on the state of literacy. The literacy data currently available for the developing
countries are generally a decade old.

103. While the Committee invites the attention of Govermments to the up-dated
information contained in the Secretariat's note - if for no other reason than to
provide a pointer to the statistical work that needs to be undertaken in the
countries concerned - it does not think that the time is ripe for suggesting a
significant revision in the list of the least developed countries. Although in
one or two cases the more recent information casts some doubt whether those
countries should continue to be included in the general list of least developed
countries, it is not possible to say with certainty that the data are not affected
by some temporary aberration. Similarly, although the available information does
not provide valid ground at present for recommending the inclusion of additional
countries in the 1ist approved by the General Assembly in its resolution 2768 {(XXVI)
of 18 November 1971, the new data that will become available on such variables as
the gross product and its components, population and literacy may well suggest
otherwise. Tt is the responsibility of Governments to make the necessary efforts
to compile relevant data on the basis of standardized concepts as recommended in
the relevant decisions of the United Nations, and to transmit those data to the
Statistical Office of the United Nations. The Statistical Office should carefully
serutinize all such data so as to ensure their comparability and, where necessary,
draw the attention of Govermments to any modifications that may be deemed
appropriate in their current statistical procedures in order to bring their data
in line with international practices. The new information should provide the basis
for a more meaningful examination of the question of identification of the least
developed countries at the time of the mid-Decade review and appraisal of progress
in 1975 than is possible now.

104. The work carried out by the Committee on this question in 19Tl was necessarlly
in the nature of a preliminary exercise. The simple criteria used at that time

L/ See Official Records of the Economic and Social Council, Fifty-first
Session, Supplement Wo. 7, chap. II.
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made it possible to arrive at a broad consensus concerning a general list of the
lesst developed among the developing countries. However, those criteria
themselves call for a critical lock with & view to further refinement and
elaboration as appropriate. TFor example, the Committee now Ffeels that information
for such a variable as per capigg_gross domestic product for a single year does
not provide an adequate basis for suggesting modifications in the list of least
developed countries, since bthe daba Ffor that particular year may he affected by
such factors as the vagaries of weather or alterations in foreign exchange rates;
an average of such data for a few years will be a more reliable indicator. The
Committee also hbelieves that a two-fold classification of the developing countries
as "the least developed” and "the rest" is not sufficient Tor the purpose of
policy making at the international level. There is & far greater heterogeneily
of conditions among the developing countries than among the developed countries.
This calls for a more sophisticated classification of the developing countries than
the binary approach that has come into use since the adoption of the general list
of the least developed countries. The subject of appropriate country
classifications will form part of the fuiture work programme of the Committee. The
work on this subject should facilitate, among other things, the task of
identification of the least developed countries at the time of the mid-Decade
appraisal in 1975.

105. Meanwhile, the Committee wishes to reiterate strongly its earlier assertion
that any general list of the least developed countries should not be used in an
inflexible manrer; rather, it 'should be used in a pragmatic way. As stated in the
report on its seventh session, a number of countries not appearing in any such
general list may well merit special treatment in the context of certain regional
or sectoral programmes of action. 5/ The competent orgenizations of the United
Vations system and other intergovernmental bodies should elaborate their own
criteria - inciuding the impediments encountered by land-locked countries - and
procedures for identification and the appropriate measures needed within their
fields of competence. At the same time, it has to be remembered that, while
special measures are required in favour of the least developed countries, the
needs of many other developing countries are also great - especially of those
countries where large numbers of neople live in exbtreme poverty. Internaticnal
policies for accelerated economic and social development will need to keep in view
the totality of the picture.

B. Human development

106. In resolution 1666 {LII) of 1 June 1972, the Council requested the Committee
o take Tully ipto account the section of the International Develcpment Stratesy
entitled 'Human development'' invited it "to utilize the expertise available in
the Secretariat in the field of soecial development, when preparing comments for
the Committee on Review and Appraisal'; and requested it "to draw upon the
conclusions and recommendations of the Commission for Social Development in order
to ensure their integration in the over-all development planning and in the process
of review and appraisal of the International Development Strategy”. The Committee
has alvays considered the development process to be an integrated whole, and its
work takes inmto account all aspects of the Inbernational Development Strategy. It
remains eager to draw upon the work of all United Wations bodies that deal with

5/ 1Ibid., paras. TO and T1.
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development problems and to utilize the expertise on these matters available in the
Secretariat. At the current session, the Committee had the beneflit of receiving
the relevant documents prepared for and the reports of or communications from the
Commission for Social Development, the Statistical Commission, the Committee on
Seience and Technology for Development, and the Advisory Committee on the
Applicaticon of Science and Technology to Development .

C. Realization of eccnomic, social and cultural rights

107. In resolution 1689 {LII) of 2 June 1972, the Council requested the Committee
“to transmit to the Commission on Human Rights all available information relevant'
to the question of the realization of the economic, social and cultural rights
contained in the Universal Declaraticn of Human Rights, taking into account
special problems relating to human rights in developing countries. In response to
this resclution, the Committee transmits to the Commission on Human Rights the
present report and the report on the eighth session, especially chapter I of the
latter report entitled "Attack on mass povertv and unemployment”. It will gladly
tyranemit t0 the Commission its future reports, if relevant.

D, Attack on mass poverty and unemployment

108. In resolution 1727 (LIII) of 28 July 1972, the Council invited the Committee
to continue its werk on problems of mass poverty and unemployment in developing
countries, "taking into account the provisions of the present resclution and the
views expressed in the Council at its fifty~third session, with a view to
recommending further measures Tor the eradication of mass poverty and unemployment
in the developing countries’. The Committee is appreciative of the invitation
extended by the Council. It is continuing to work on problems of mass poverty and
unemployment , as is attested bv the discussion in the preceding chapter.

E. Frequency of sessions

109. At its 1837th meeting, held on 28 July 1972, the Council 'reaffirmed the
principle that its subsidiary orzans should meet not more frequently than every
cther year and invited those bodies meeting more frequently to consider whether
biennial meetings would not be feasible”. The Committee wishes to state that its
responsibilities in the fields of both review and appraisal of progress during

the Second United Nations Development Decade and development planning and policies
are such that it is necessary for it to meet at leagt once a year. The review
and appraisal of progress alone requires it to devote virtually the whole of its
session in every odd-numbered year to this important task. Other imporiant
subjects can now be dealt with by the Committee at the plenary level in even-
numbered years only. In fact, the Committee had orisinalily intended to hold two
sessions in every odd-numbered vear, hoth devoted to the task of review and
appraisal of progress, and this arrangement was approved by the Economic and Social
Council in its resolution 1625 (LI) of 30 Julv 1971. Subsequently, the Committee
came to the conclusion that, instead of holdina an extra session every alternate
yvear, it would be more convenient to precede the discussion at the plenary level
on review and appraisal matters by a meeting of a Workinz Group that could do the
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necessary preparatory work., The Committee believes that, as a minimum, it will
need to hold a session every year for a period of two weeks and to convene three
Working Groups everv vear.

. Programme objectives

110. At its 1849th meeting, held on 10 January 1973, the Council decided, in
pursuance of General Assembly resolution 3043 (KVVII) entitled Form of presentatlop
of the United Ifations budget and duration of the budget cycle” , to "instruct its
functional commissions and standine commitiees to state their nropramme objectives
so that the Secretary-General can examine and elaborate the most effective and
economical means of achieving the objectives in question, and make approprlate
recommendations in the biennial programme and budget and the medium-term plan'

The programme objectives of the Committee are determined by its terms of referencew
set out in Fconomic and Soecial Council resolution 1079 (VXXIX), and hv other
decisions of the Reconomic and Social Council and the General Assembly, such as
those relating to the over-all review and appraisal of progress during the Second
United Wations Development Decade:. The arrangements for future work described

in chapter III below are premised on the need Tor the most effective and economical
means of achievinz the programme objectives in question.
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TIT. ARRANGEMERTS FOR FUTURE VORK

111. The Committee notes with satisfaction that , as recommended in the reporti on
its eighth session, é/ the substantive servicing facilities for meeting the
requirements of its expanded programmne of work have been strengthened. The
establishment of the Technical Service for the Committee for Development Planning
within the Centre for Development Planning, Projections and Policies should prove
helpful in carrying out the responsibilities entrusted to the Committee.

112. The Mxecutive Director of the United Nations Industrial Development
Organization (UNIDO) has invited the Committee to hold its tenth seasion, in 1974,
at Vienna and devote a major part of that session to an examination of principal
aspects of industrialization in developing countries. This is indeed an important
subject, since industrialization is a major force for modernization and
diversification of the economies of developing countries. An exsmipation of the
subject by the Committee should also help in the preparation of substantive
documentation for the Second General Conference of UNIDO, to be held at Vienna in
the early months of 1975, and at %the same time serve as an input for the mid-Decade
review and appraisal of progress in the implementation of the International
Development Strategy, also to be undertaken in 1975. The Committee is therefore
pleased to accept the invitation, subject to approval by the Economie and Social
Council, and hopes that appropriate arrangements will be made to hold the session
guring March/April 197h. The Committee has also decided to convene a Working
Group to meet in advance of that session in order to go over the gubstantive
documentation and prepare a preliminary report om the main topics to be discussed
at the session. The Committee has authorized its Chairman, in consultation with
members and the Secretariat, to initiate arrangements in due course for the
convening of the Working Group in NWew York in January/February 197k,

113. The Committee has given preliminary thought to the topics that night be covered
at the tenth session under the seneral heading of industrialization in developing
countries. Tt believes that the subject of ipdustrialization should be discussed

in a broad perspective, encompassing both the long-term development of the countries
concerned and the world-wide setting as between the developing and the developed
countries. The Secretariat has made note of the topnics suggested by members during
the discussion at the ninth session, and these should prove helpful in deciding

the scope of the agenda for the next session and of the documentation to be
prepared for it. Details in this regard will be worked out by the Secretariat in
consultation with the Chairman.

11L. The Committee has also given thought to the question of other work to be
carried out. The major part of its anmnual session in 1975 will need to be devoted to
aspects of the mid-Decade appraisal of progress. At the annual session in 1976 the
Committee will take up another major theme. While it has had a preliminary exchange
of views on the kinds of subjects that mipght be discussed at the annual sessions

bt P

6/ Ibid., Fifty-third Session, Supplement No. T, para. 106
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when its attention is not meinly engamed by the review and appraisal work, it is

leaving open for the present the question of the main theme to be taken up at the
session in 1976.

115. The Committee believes that, in addition %o preparing the ground for its
annual sessions, the machinery of its Working Groups should help to enlarge the
thrust of its activities. It has therefore decided to convene a Working Group in
the latter part of 1973 to examine gquestions relating to measurement of development
especially the concept of "net beneficial product” to which the Secretary-General
has drawn attention in his preliminary report entitled "The International
Development Strategy: first over-all review and appraisal of issues and policies”
(see E/AC.54/L.60, chap. I). The Group will also examine the question of
appropriate country classifications which was mentioned in the preceding chapter.
This Group will probably need to hold two sessions in 1973 in order to complete
its tasks. Tt will be useful to invite one or two experts who have done
outstanding work in this field but who are not members of the Committee to serve
as co-opted members of the Working Group. This procedure should be very helpful
when highly technical topics are examined. The Committee has authorized its

Chairman, in consultation with members and the Secretariat, to initiate arrangements
for convening the Working Group.

]

116. After its tenth session in March/April 19Th, the Committee intends to convene
two Working Groups in 1974 to deal with certain topies. A number of topies have
been suggested in this connexion. Prominent among these are planning of
co-operation among developing countries:; mechanisms and criteria for resource
transfers to developing countries; implications for plamning of new concepts of
development; environmental protection, exhaustion of mineral resources and
development: and objective principles of collective decision making in development
matters. The decision with regard to which among these and other relevant topics
should be discussed by Working Groups in 1974 will be made at the tenth session
of the Committee. At that time, some preliminary thought will also be given to
the topics that might be assigned to the Vorking Groups to be convened in 1975.
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E/AC.54/11

E/AC.54/1,.51 and

Add.1

E/AC.5k/1,.

E/AC.54/L.

E/AC.SW/L.

EB/AC.54/L.

B/AC.SH/T.

B/AC.SL/L.

E/AC.5L/L.

E/AC.54/1.

B/AC.54/L.,

52

53
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55

56

5T

58

59

60

Provisionzl apenda

Developing countries and the International Development
Stratepy: paper prepared by the Centre for Develonment
Planning, Projections and Policies (CDFPP) of the
Department of Economic and Social Affairs of the United
Wations Secretariat

Developed market economies and the International Development
Strategy: paner prepared by CDPPP

Centrally planned economies and the International Development
Stratemy: paper prepared by (DPPP

Economic co-operation schemes in developing regions: an
appraisal of mechanism, policies and problems: vaper
prepared by CDPPP

Fational development strategies and the Second United Nations
Development Decade: a selective review of tarpets
indicated in recent plans of developing countries: nAper
prepared by CDFPP

Employment objectives and policies in developing cowmtries:
renort of the International Labowr Office

Identification of the least developed among the developing
countries: comments of Philip Wdegwa, member of the
Committee

Updated informetion for identification of the least
developed among the developing countries: note by the
Secretariat

Hatters referred to the Committee by the Feonomic and Social
Council: note by the Secrstariat

The International Development Stratepy: First over-alil

review and appraisal of issues and policies - preliminary
report of the Secretary-General
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B. Other documents

A/RES/3018 (XXVII)

B/RES/1666 (LII)

E/RES/1689 (LII)

E/RES /1723 (LIIT)

E/RES/1726 (LIII)

E/RES/1727 (LIII)

E/5236

/5252 (Extract)

E/CN.5/4T6

E/CN.5/WTT

E/CN.5/490

Title

The problem of mass poverty and unemployment in developing
countries: resolution adopted by the General Assenbly on
18 December 1972

Implementation of the Tnternational Development Strategy
and the role of the Commission for Social Development:
resolution adopted by the Economie and Social Council
on 1 June 1972

Question of the realization of the economic, social and
cultural rights contained in the Universal Declaration
of Human Righis and in the International Covenant on
Economic, Social and Cultural Rights, and the study of
special problems relating to human rights in developing
countries: resolution adopted by the Economic and Social
Council on 2 June 1972 =

'Review and appraisal: resolution adopted by the Economic and

Social Council on 28 July 1972

Tdentification of the least developed among the developing
countries: resolution adopted by the Economic end Social
Council on 28 July 1972

The elimination of mass poverty and unemployment through the
adoption of national development strategies and the
International Development Strategy: resolution adopted
by the Economic and Social Council on 28 July 1972

Report of the Statistical Commission on its seventeenth
session (Official Records of the Economic and Social
Counecil, Fifty-fourth Session, Supplement No. 2)

Report of the Commission for Social Development on its
twenty-third session

Social objectives and related policies and programmes in
national plans of selected developing countries for the
Second United Nations Development Decade: report
presented by the Secretary-General to the Commission for
Social Develcopment

Report on a wified approach to development analysis and
planning: preliminary report presented by the Secretary-
General to the Commission for Social Development

Report on a unified approach to development snalysis and
planning: report presented by the Secretary-General to
the Commission for Social Development on the neeting of
a group of experts
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E/Cl.5/3R.566-5T1,
580 and 583

E/CN.11/L.350/A and B

®/C.8/10

E/INF/130

ST/ECA/1Th

Title

Provisional summary records of the 560th to 5Tist, 580th,
and 583rd meetings of the Commission for Social
Development

Economic Survey of Asia and the Far East, 1972: preliminary
draft presented by the secretariat of the Economic
Commission for Asia and the Far East to the Commission at
its twenty-ninth session

Science and technology in the Second United Nations
Development Decade: note presented by the Secretary-
General to the Committee on Science and Technology for
Development on the meeting of a panel of experts

Rationalization of the work of the Economic and Social
Council and its subsidiary bodies: note by the Secretary-
General

Disarmament and Development. Report of the Group of Experts
on the Fconomic and Soeial Conseguences of Disarmement
(United Nations publication, Sales No. E.73.I1X.1)
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