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The meeting was called to order at 10 a.m.

GENERAL DEBATE (continued)

~. Mr. J~CK (Denmark), speaking on behalf of the ntates members of the European
Community, assessed the current economic situation and highlighted the major
short-term challenges. The interdependence of all economies was increasingly
eviden~, and it was gro~ing continually with the internationalization of economic
a~tivities. The expansion of world trade, international investl~nts and
liberalized capital movements were all factors lhat extended to the entire world
economy the effect of crises or difficulties affecting anyone of its partR. The
pursuit of national interests did not always produce satisfactory results in the
long run, eo that all countries had to reconcile their national interests with tlte
implications of interdependence. The European Community proved by ~ts very
~~istence that the twelve European countries it comprised were aware of that
interdependence, thus their COlllllittment to an open multilateral trading system
sho~d their con~n desire to see the world economy develop harmoniously. The
COIlIllunity was the secon~ largest importer of developing countries' products and the
largest inporter of agricultuta1 products. The Lame Convention and a number of
bilateral agreements between the Community ~nd the developing countries constituterl
the specific fr~mework for its co-operative relations with most of those
coun'ri,es. It rendered a third of global development assistance.

2. The industrialized countries broadly acknowledged that concept of
interdependence, and were co-ordinating their economic policies in several
multilateral bo~ies. Thus the Louvre Accord (February 1987) attested to the wish
of the major indu.trialized countries to co-ordinate their economic policies,
achieve more stable relations between their currencies and reduce existing
imbalances. The surplus countries had committed themselves on that occasion to
strengthening domestic demand and reducing external surpl~ses while maintaining
peice stability. At the same time, deficit countries had committed themselves to
encouraging low-inflation growth while reducing their domestic and external
imbalances. Subsequently, at the Venice Summit, a further step towards
co-ordination of economic policies had been taken by strengthening the existing
arrangements for multilateral 6urveillance. Finally, in order to help stabilize
the exchange rate, the countries of the Call 'lIuni ty had also agreed to strep'lthen the
European Monetary System.

3. Another encouraging event in 1987 had been the adoption by consensus of the
Final Act of the seventh session of the United Nations Conference on Trade and
Develq>ment, in that the 140 participating countri'!s had agreed on a common
assessment of the economic trends and their policy implications, as well as on
approaches and measures to deal with issues such as resource flows, co~qoditie9,

in';ernational trade and the si tuation of the least developed countries. The recent.
meetings of tr.e International Monetary Fund (IMF) and the World Bank had also
confirmed the need for a coherent approach to world economic problems. The results
of co-ordination did not m~terialize, however, without a certain time lag. Hence
caution was required in assessing the effectiveness of that policy. The situation
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could be presented in £l favourable or in an unfav, ,able lightl if industrialized
countries we:e often overly optimi.tic and developing countries averly pessimistic,
it was because the former .aw the glass of water as half tull and the latter as
half enpty.

4. The worl~ economy was currently in its fifth year of expansion after the
rece.sion of 19a1-lQ82, but the rate had decreased, particularly in the
industrialized cou~tries. While the trend in the pa.t 12 month. had been
disappointing, certain recent developments seemed rather po.itive. Inflation had
declined conslderably in the lndustrialized c':luntries, and, in 1986, in a nWllber of
developing countries. Exchange rates had been adjusted, and now better reflected
economic realities. Interest ~ates had come down considerably, although real
intereet rates had rem.,ined high. In volume terms, the adjustment of external
imbalances was under way, although in nominal terms imbalances remained a matter of
concern. In many developing countries growth-oriented adjustment progra.... were
beginning to yield re.ults, and tl~ rapid output growth in many non-fuel-exporting
countries in 1986-1987 was also encouraqing.

5. However, there were also reasons for concern. Growth rates had been weakening
in both developed and developing ~~untries, a trend which however masked
considerable divergences betweon countries (some countries had even been exposed to
decreasing GNP per capita). Persistent low prices f,r many commodities and
excessively slow growth in demand had depressed the export income of many
developing countries. The debt C\)ntinued to be a major problem. Debt ratio. and
debt-service ratios had increased, along with a decline in real term. in the total
flow of financial resources to developing countries. Protectionist pre••ure. had
intensified. The budget and external imbalances of certain major indu.trialiaed
countries had been more ~ersistent than expected, and were potentially
destabiliziklg. Unenployment in many major industrialized countrie., particularly
in Europe, took a heavy toll on those affected as well as on Government budgets.
The conclusiar.s to be drawn were co-ordination ~f international policy in the
economic field must be furthar intensified, and that commitments undertaken must be
wholeheartedly inplemented. Finally, further acHar. was req" ired in four
interrelated areas.

6. First of all, economic growt.h must be maintained and 9trengthene~. A growth
of 2.5 per cent in developed countries was not enough to sustain growth in most
developing countritis or to bring down the unusually high unemployment rates in
developed countries other than the United St~tes. Tho Louvre Accord and the Venice
SUl1'l1li t at tested to the industrialized count:ries' CJll1lli tment to achieve stronger and
sustainable non-inflationary economic growth and to take additlonal action if
expectations did not materialize. That pledge was par.ticul~rly important since
those countries could not expect a new stimulus stemming from a fall in oil and
other commodity prices. Monetary policy must play a part in that co-ordination. A
st~ble monetary sy~tem was important for sustainable growth and the progress made
since the Louvre Accord should be welcomed. An enhanced use of economic indicators
in the surveillance of the major industrialized countries' economies would be
helpful in highlighting the interaction of international eCJnomic policies. The
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indic.tors .hould promote a common perception of the worl{. economic situation.
With regard to adjustment policies, important and courag~ous measures had been
t.ken ill I:lany developing countries, and sustained gcowth seemed to be under w.y in
• number of them. Others, however, had had diffiCUlty in pursuing such adjustment
effort., which were nol ea.y to sust&in because of their high social costs. He
-.lcomed the increaeed attention given to the social costs of adjustment, as for
exaNPle by IMF and the World Bank at their recent annual meeting. The burden of
adju.tment must be shared by all social groups and to that end the developing
countries must rec.ive increased r~sources, together with highly concessional terms
for the poorest among them.

7. Secondly, the major industrialized countries had to deal more effectively with
their .xternal and budgetary imbalances, which }:lersisted in spite of the numerous
....ur•• taken to correct them. Correction of the factors responsible would ba a
long and difficult process. The situatior. ~ppeared, however, to be moving in the
right dir.ction, and it was imperative to promote that process before such
imbalances were reflected in major distor.t1.ons in the international cOlllllercial and
fin.ncial system. Exchange rate chang.s alone ~uld not solve the problem. On the
contr.ry, further substantive changes in exchange rates between the major
curr.ncies could prove counterproductive to efforts to increase growth.
Protectionist measures might serve ar a simple palliative for some sectors
experiencing difficulties, but they would ultimately prove too expensive not only
for the domestic economy, but aleo for other countries. There must be a gradual
and significant reduction in the United states budget deficit. That process had
.lready atarted, but it must go on. At the same time, it was important that
dome.tic d.mand should grow at a faster rate than GDP in countries with strong
external surplUS positions and pricp stability. Some of the other developed
nations and certain newly industrialized countries might have room for manoeuvre,
which .hould promote a more rapid growth in imports.

8. Protectionism was a third area of concern. Developments in the Uruguay
negotiations w.re certainly encouraging, but much effort would be required to
maintain the momentum in order to produce results on schedule, in other words, by
the end of the 1990s. The European Community believed firmly in an open
mUltilateral trading system, and was therefore taki~g an active part in the
negoti.tions. A further liberalizing of internation.l trade, particularly in the
••rvice sector, on the basis of balanced rights and obligations, would be in the
interest of all concerned. The Community countries were very concerned that fresh
protectionist pressures were making themselves felt while the trade negotiations
were still in progress. It was vital to Abide by the cOlllllitments entered into at
Punta del Este with regard to Atandstill and roll-back arrangements. With regard
to international trade in agricultural products, one of the more sensitive issues,
all countries were responsible to some extent for the existing situation. However,
the European Community reaffirmed the commitment it had made at the
minist.ri.l-level meeting of t~e organizatiorl for Economic Co-operation and
Development (OECD), held in May 1987, with regard to the progressive, balanced and
flexible implementation of a concerted reform of member states' agricultural
policies.
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9. Fourthly, the debt .tutegy IlUClt be .trengthened. san.· results had been
achieved, but the basic probl... re.ined. It had beco~ evtdeJl\: that it would
take conBiderably longer to r.~lv. the d.bt probl.m than llad been oriqinally
envisaged. The low-income sub-Saharan African natione and the middle-income d.btor
countries were facing different prObl.... The economic QOnditJon. of the former
were BO severe that they called for .pecial ..a.ures to be taken urqently on a
caBe-by-case basis. Success would ~l.o de~nd on the creation of a Inore favourable
e~onomic climate and on the pur.uit of growth-oriented adjustment policies by the
debtor countries chemHlve.. In .addition, external tinancial a.sistance wa.
required, and that had to be IlObili.ed froll a variety of sourc... There had,
however, been some favourable dev.lopment. in th~ sub-Saharan African countrie••
debt relief, inclucHnq conver.ion of ODA debt to qranU, had been aUnwed by
certain credi lr countries to a••i.t .0Il8 of th. poorest debtor.. Deliberation.
within the Clu~ of PAri. had on occasion r.sulted in longer repayment and grac.
periods in re.cheduling of official d.bt. Th. Manaqinq Director of IMP had
proposed a substantial increaaG in the re.ourc•• of th~ Fund'. structural
adjustment facility, a propo.al welcomed by the Community. As part of a .pecial
programme of assi.tance for the h.avily ind.bted low-income countries, the World
Bank had made a proposal, diBcu.,,~ within the Cl~b of Paris tu ar'ply conce.sional
interest rates on existinq official debt followinq re.cheduling. The middle-income
debtor countries, particularly tho.e of Latin America, had had difficulty in
raising further external financial r••ouro... Whil. th9 multilateral financial
institutions had respond,d by incr.a.ing tneir support for adjustment polic~es,

those institutions needed to be provided with the necessary resour~~. and
instruments if they were to play a pivctal and catalytic role.

10. Private capital fl0W8 to the indebted countries, especially ban~ loan., had
declined considerably, howeve~. The ca.mercial banks' portfolio was already highly
exposed because of the difficulti•• exparienced by the debtor countries, and they
would only be able to re.ume l.nding at a 1lI0re normal le"el if the
credit-worthiness of tho•• countri.. wa. r••tor.d. Lending by commercial bank. had
to be mobilized effectively and, in that conn.otion, the Community was encouragod
by innovat ive approaches .uch a. the •...nu· of financial opt te 'a Hered to the
developing countries. Official ~.velopllent a.sistance (ODA) would continue to pl&y
a decisive role for ve~y many of those countri•• , particularly the poore.t of
them. As far as the latter w.re conc.rned, ODA provided the only means of acce••
to external financial re.ource.. It wa. important, therefore, ~or ODA to reach the
targets of 0.7 per cent of GDP, and of 0.15 per cent for aid to the least developed
countries. The Community welcomed the reterenC6 to the first of those figures in
the statement issued at the end of the Venice Summit.

11. Lastly, he questioned whether the general debate of th~ Second Committee was
sufficiently distinct from the di.cus.ians of other bodies, such as the united
Nations Conferefl~e on Trade and D.veloplHnt, the Economi,; and Social Council and
even the pl.nu}' Assembly. He wondered how the debate could t.., made to have sane
impact on international economic negotiations. No satisfactory answer had yet been
given to those questions. HQlll."ever, h. hopeto' ':hat they would be discussed by the
Special Commission of the Economic and Social Council on the In-Depth Study of the
United Nations Intergovernmental Structure and Functions in the Ec~nomic and Social
Fields.
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12. Mr. YOLAH (Nigeria) 'lllid that, a) Ilugh the world economy had ente;:ed its
fifth year of recovery frum tl.e recessioll of 1980-1982, expans1.on had been
sluggish. Interest rates, already high in absolute terms, were continuing to rise,
while the flow of resources to the developing countries was still inadequate.
Trade initiatives, such aa the adoption of the Punta del Este Declaration, had
raised high expectations, but hopes had &OOn been dashed as trade disputes
escalated and protectionist policies were applied in respect of some products of
third world countriCls.

13. Primary commodity prices had fallen, in some case8, to the lev~ls prevailing
in the 19, Os, the result being that in 1986 the terms of trade for the developing
countries as a whole had declined by 30 per cent, equivalent to a los~ of
.US 29 billion. According to the world Economic Survey, if the loss of income
suffered by the oil-exporting developing countries were taken into acc~unt the
total loss suffered in 1986 would be .US 94 billion. It was encouraging, howevnr,
that in the same year a nlmber of countrlea had signed or ratified the Agre~ment

Establishing the Comnon Fund for Commodities, which meant that that Fund could soon
become operational. The achievements of the s&venth session of the United Nations
Conference on Trade and Development had opened the way to f~rther multilllteral
economic co-operation, but full implementation of the Final Act would be dependent
on the political will of all countries.

14. The debt problem was a major obstacle to growth and developMent 111 a ll\rge
number of developing countries. Many debtor countries had been unable to devote
adequate resources to the productive sector. of their. economies and had been
obliged to curtail their expenditure on socilll services, particularly on healt~ and
education. That had led to a fall in living standards, and there was reason to
fear that those trends were a thrD~t to 1evelopment. Under the current
d~bt-settlement strategy the industrialized countries were expected to help the
countries of the third world to achieve steady growth ai~ to open their mllrkets to
those countries so as to enable them to increase their p.xports and, consequently,
their debt.-servicing capacity. Hmever, that approach had not yielded the desired
results: although the debtor countries had pursued rigorous and often politically
dangerous adjustment policie., neither t~ir exports nor the resources from
commercial banks had increased. It wa~ therefore necessary to redesign the
strategy in order to take account of the need for growth. Even thougll t.he seventh
session of UNCTAD and the recent annual meetings of IMF ~nd the World Bank had
shown that new approac~es to the debt problem were ':~ing considered, it
neverth~lAss remained true that, without a resumption of commercial-bank lending,
an inc,eas~ in official development assistance ~nd ~ rise in commodity priceR, such
relief measures as debt-for-equity-swaps would no~ ala.e be sufficient to promote
recovery and development. It was clear that, apart from the agreement to negotiate
a general increase in the capital of the World Bank and tu carry out a
comprehensive examination of adjustment programmes, littl~ progress had ~en made
in dealing with the problems of debt and resource flow~. It was, however,
necessary to emphasize the importance of the po:opos!!lls t.o establ1&n a ministerial
group to consider the d&bt proL'::'em, to triple the res~urces avaUable to the IMF
structural Adjustment Facility, to write off debt ~nd reduce interest rates for
low-income countries and to create a ministerial committep. to examine proposals for
reform and i.nprovement of the internattonal monetary syst0m.
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15. ThuD far, structural adjustment a~1 increased participation on the part of the
private sectot had been prescribed as a panacea for all the economic ills of the
developing countries, Africa was the major testing ground for that policy.
Accordingly, no less than 28 countries had adopted programmos of structural
adjustment - wi~n particular emphasis on the reduction of public expenditure and
subsidies, t1lfJ mob1lization of domestic resources and the adjustment of exchange
rates - which had indeed led to a certain adjustment in favour of rural area~, a
reducti~l in non-essential i~~rts, and an increased use of local raw materials.
Neverthcleso, extern"l factors had imped"td economic recovery and, in certain cases,
gross domestic product had actually declined. Furthermore, the terms at trade for
Africa as a whole had deteriorated by some 32 per cent in 1986 as a reflult of
cOJnmodity-markt~ fluctuations, representing about 5 per cent of their GDP. The
situation with rfspect to flowa of external resourceD to Africa had remained
un~alisfactory in 1986, to the extent that Africa's financial needs wero far
greatp.r than the official aid received. The leason to b learned from Africa's
exper i ooce of struc tura 1 reform was thati t "'aa not really possible to promote
growth and ~evp.lopment in the absence of a favourable international economic
environment. There appeared to be a growing recognition of that fact, and it was
to be hoped that efforts would be mede to implement the vital reforms.

16. Mr. LABERGE (Canada) sald that the world economic si tuat ioo had continued to
improve over the past year: inflation a~ interest rate~ had declined, exchange
rales were more stable, the prices of certain cornmodit~es had recovered sanewhftt,
and prospects for the future were encouraging, the ~nticip8ted growth rate Ir 1988
being b(tween 2.5 per cent and 3 per cent for the industrialized countries aId
between 3.5 per cene and 4 per cent for the developing countries. Furthermore,
consenSUA was beginning to emerge on the question of resource flows and debt-relief
measures for th~ poorest countries, while the Uruguay Round allowed room for hope
that it would be possible to counter the effect.. uf glowing protectionism.

17. Of the many subjects to be addressed by the Second Corn.ittee, no. a affl~ted

economic prospects so much as those of world trade and multilater41 trade
negotiations. The liberalization of trade was the key to giving countries the
potent,al to maximize the development of theit resources, and Canada was pleased to
note the participation of devel~ping countries in negotiations on that subject,
while hoping that the free-trade ag~eement concluded only some d~ys previously with
the United States ~)uld herald much greater succass.

18. While trade was one of the major factors in promoting growth, the indebtedness
of the devel<::>ping countries was, on the other hand, one of the greatest threats to
growth. However, there were two distinct debt problem¥. For the heavily indebted
middle-income countries, it was necessary to restore national creditworthiness,
while continuing to ~rrecttmbalances so as to restore a higher level of growch.
For that purpob~', it. was necesscry to increase the resources available to the
international financial institutions, so as to en~ble them to complement the
efforts of the ~~untries concerned and, at the same time, to seek new negotiating
procedures and new instruments that might encourage the restorat i.on of capi tal and
private in"estment flows. In tha?:. context, the widespread agreement to begin
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negotiatJ~s on a general capital increa.. for the World Bank w.m welcome. In the
poor.st countries, on the other hanO, th.re was a fundam.ntal crisis of
de"elq:>mentr in seeking to ..et their obligations tho.. countri.s were faced with
the perpetuation ilM, indeed, the won.ning of their inellCapabl. cycle of poverty.
Nev.rthel&ss, there was a rapidly growing int.rnational con..nsus that exceptional
..a.ur.s were rftquired to relieve the burden on those co~ntri~s and to provide them
with some hope for the future. Thus, Canada had writt.n cff the official
development .Baistance (OOA) debts of the l ..st d.v.loped countries, conv~rted its
.id programmes to a system of outright grants, transfor..d its entire ODA programme
and extended a moratorium on ODA debt-repaym.nts to fourt.en sub-S.haran African
countries. With respect to its activity in the Pari. Club, the Worl~ Bank and IMF,
C.nada had incr6ased its share in the eighth r.pl.nishm.nt of the lnternational
D.v.lopment Association, announced it. willingne.s to co~~ribute 200 million SDRR
to the Structural Adjustment Facility of INP, declared its .~port for the extended
reachedulin9 of the poorest countries' debt and for • r.~~ction in concessional
intereat ratell, cancelled the OLP. debt of .even.l l"renc..,-spe.king countries in
sub-Sah.r.n Afric. und planned to tske similar action .t the coming meeting of
Commonwealth Heads cf Government.

19. With respect to the other items before the Co~ittee, his country attached
particular importance to the environment (and was particularly pleased to note the
recent international agreement on a protocol r.lating to o.one), to the question of
women's p.rticipation in d.velopment (particularly, their key role in areas such as
food, agriCUlture and trade), to resolution. on food issues, to human settlements
and, most p.rticularly, to the tragic situatio~ of the homeless and the risks and
economic and social consequences of the AIDS epid.mic.

20. He then briefly touched on the cnrrent efforts of the United Nations to
improve its tunctioning: the Economic and Social Council had made considerable
progress in just four 3ellsions, and h~ looked forward to active negotiations in the
coming year that would lead to concrete pro.pects for enhancinCj the organizat ion's
effectiveness in the economic and social fields. In .dministrative and budg~tary

matters, Canada beli~ved that lhe Committ.e tor Progr.... and Co-ordination had a
vital role to play because it was responsible for gUiding and rat!onaliring efforts
within the United Nations system. CalUlda had actively folloved the work of CPC as
an observer tor many years and currently wiShed to play a more direct and active
role on that t~dy. Lastly, referring to t~ ••venth ••••ion of the United Nations
Conference on Trade and D~vftlopment, he said that the COnterence's greatest
achievement l~ in the tact that it had .et a pattern for dealing constructively
and productively with economic issues in international bodi.s .nd had provided a
.triking demonstration of the will and the det.raination of all members of the
international community to work together in a oplrlt of flexibility and moderation.

21. Mr. PETROVSKY (Union of Soviet Socialist Republics) said that the
international conmunity was increasingly be..t by • aultitude of economic and
.oc!al problems. Monetary and financial instability, underdevelopment and food,
energy and environmental problems were eource. of tensions and conflicts and
aggravated the threat of nuclear destruction. A world in which an entire continent

I.· .



A/C.2/42/SR.4
English
Page 9

(Mr. Petrovsky, USSR)

was threatened by famine, 1.5 billion people lacked access to modern medical care
and 800 million people were illiterate could hardly be called safe.

22. From an objective and moral stdndpoint, the realtty of interdependence pointed
up the need to redefine international economic and political relations. In a
message to th~ General Assembly at its forty-second session, the General Secretary
of the Central COlllllil~ee of the CORl1lunist Party of the Soviet Union, Mr. Gorbachev,
had explained the &oviet Union's understanding of the new thinking. In essence,
that thinking must ~pply to all aspects of international relations, military and
political as well as economic and social, and involve a joint search for ways ot
enAuring equal security for all. It m ant renouncing attempts to base
international relations on the unilateral interests of anyone country, striking a
balance between the re~l, and sometimes contradictory, interests of difterent
countries, absndoning coercivf' methods based on military and political rivalries
and solving the problems created by ne(~colonialism. A universal and constructive
dialogup, of that kind would promote international economic security, an idea that
waR in keeping with the new internatiaral economic order called for by the united
Nations.

23. The pressing probleMs of the developing world demanded prio~ity ~ttention.

Efforts to cope with the problem of exterr~l indebtedness had yielded few results.
Uiscrimination, protectionism and unhealthy competition in trade had led to a
reduction in the de\eloping countries' export earnings, thus impairing their
ability to repay their external debts. His delegation believed that the
international communlty coul~ negotiate agreements to grant further benetits for
the least developed countries, to limit the annual debt-service payments of
developir~ countries to a fixed portion of their export earnings, to accept exports
from debtor nations as payment for their debts, to remove protectionist barriers
and to discontinue the chftrging of additional in~ereBt for debt rescheduling and
refinancing. Some of those ideas we.e already .:>eing put into practice, but the
time had come to devise a prograllllle of immediate action that would constitute an
initial step towards a comprehenuive political' Dolution of the debt problem.

24. The restructuring of the international monetary system was another priority.
It might entail adopting en independent monetary stdndard, stabilizing exchanq~

rates and making international monetary and financial institutions more
democratic. The So~iet Union WbS prepared to engage in a dialogue on those
questions in the context of a Ur1ted Nations conference.

25. The development by the United Nations of a global strategy dealing with
scientific and technological progress would also faci~itate the pooling of the
international community's intellectual and financial resources for the purpose of
learning how to manage interdependence. His delegation attached particular
inportalCe to co-operation in the peaceful uses of the atom and outer space for
development. As the rapid development of new technologies changed the parameters
of economic life beyond recognition, there was a need for a systematic monitoring
of those processes, the United ~dtions might play a useful role by establishing a
kind of early-warning system to identify new economic problems. In that conte~t,

consultations might be conducted outside blocs to assess the status of and
prrapects for the world eco~omy, as a number of delegations had already pointed out.
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26. It had bef"n si'.id on occasion that the establishment cl' international economic
security would re~ult in the over-regulation of e~onomic activity. Yet effortp to
co-ordinate macro-economic PL'licies were directed towards the same end. Generally
speaking, the question of the Stat~'s role in economic affairs was a ~ubject that
currently elicited heightened interest. The Soviet Union stood ready ~~ discuss
that issue honestly and obhctively on a reciprocal basis.

27. A tload range of national legislation and international agreements s~c'Jed that
the danger OF trusting blindly in the action of market forces in the environment
was widely acknowledged. General mobilization was required to ensure the survival
of mankind. The Soviet Union proposed that a global strategy for ~nvironmental

protection and the rational USd of natural resources should be elaborated within
the United Nations. As a firs~ Rtep, States might be invited to submit annual
reports on their environmental a~tivities a~d on incidents that had been prevented
or had occurred in th~~, territory. His delcg~tion also supported the proposal by
the Brundtland Commission to draft a universal declaration, and, sub&equently, a
convention on environmental protection.

28. Intensified co-operation in the econo~ic sphere anu other sectors would
reqllire c vaflt a~unr: of additior.al resourceb that could only be released through
disarmament. D1sar~dm~nt and development, whi,-h were closely related, were the key
to a compreljell~ive syst".<!m of international securi~,,: that was one of the principal
conclusions of the J~ternational Conference on the Relationship between Disarmament
and Development. the Soviet UnlO1' J: ready to transfer to the developing
countries a portion of the fun~s that would be saved through disarmament measures
via the establishment of an international rli9armament and development fund. That
f~nd could help finance assistance proqra~mes in the areas of health, food, applied
science and technology, etc. '!'he establishment of such a fund would enable the
Soviet Union and other donor countries to increa~~ their contribution t.o
development substandally. In 1986, net Soviet economic assistance to all
dev~loping countriea had been equivalent to $23 billion, with $3.1 billion going to
the least developed countries. Traditionally, thl'.': assistance was mostly
bilateral, but SO"'et participation in multilateral p,~rammes would also be
significantly increased if the principl~ 0f "disarmam~nt for ~evelopment" was put
into effect. The Sovi~t Union was movinq steadily in that direction, as
demonstrated by Mr. Gorbachev's r~cent proposal that the States members of the
Security Council should disc,IBS the relationship between disarmament and
Jevelopment at tr,e high~st level and dr'Oln an agreed programme of action.

29. The Soviet Union was ready to consider any other proposal for establishing a
com~rehensive system of international security. Its perseverance ~n the search [or
ways whi('"~l would lead to a secure wor Id were predicated very logically on the
pocp-sses 01. renewal, openness [glas.!!.~.!J and dialogue:aking place in the USSR.
TI')be processes constituted an organic continuation of the causu promoted by the
Gredt October Socialist Revolution. Dy joining the Common Fund for ~ommodities and
strengthening its ties with GA'l"r, the USSR was demonstrating its intention to
contribute towards b~tter internat~onal economic relations on a fair and democratic
basis, and its sincere interest in promoting mutually advantageous co-operacion
through concerted efforts.
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30. In a r~port entitled "The United Nation8 of tomorrow", the United Nations
AS80ciatio\ of the United States had proposed that the United Nations should take
the lead in efforts to forll,ulate a more comprehensive concept of securi ty which
would take into account such factors as economic and soci.al development,
environmental change and human rights. Th~ United Nations possessed everything
necessary for that purpose. The USSR hoped that that potential would be fully
utilized, and it was intere8ted in the proposals being made to improve the
operation of the Organization. It noted with satisfbction the positions taken in
favour of consensus and joint action. Priority attention should be given to the
implementation 0: decisions based on consensus. The recent adoption of sever. 1
resolutions on such issues as foreign debt and international economic security,
whicb would have been impossi"le only a few years before, was i, ~icative of the
increasing acceptance of consensus.

31.. Mr. GARCIA COSTAS (Uruguay) hoped that, as every year, dialogue and
negotiation would make it possible to str~ngthen international cO-Gperation and to
aChieve the objectives of Lhe Charter of the United Nations, the Declaration and
the Programme of Action on the Rstablishment of a New International Economic Order
and He Charter of Economic Rights and Duties of Stat{·s.

32. The developing countries ~ad, undeniably, suffered most from the current
economic aituation. Because of the crisis, certain industrialized countries had
BOught increasingly to protect their economies by re30rting to a whole arsenal of
sophisticated tariff and non-t~riff measures. Moreover, those protectionist
measures had often been supplemented by the subsidization of agriculture, which had
led to the dumping of huge agricultural surpluses on world markets. Those
practices had enabled the industrializ~d countries to oust co~ntries like Uruguay
from their traditional markets and had contributed to an unprecedented fall in
prices. Two other factors had had a negative effect on economic results, nnmely,
the drop in the real prices of export commodities and the burden of foreign debt.
Between 1981 and 1986, the pric~s of commoditie~ ex[X>rted hy Latin American
countri~s had fallen by about 30 per cent. In 1986, Uruguay, a country which was
largely dependent on commodity exports, had recorded a loss of nearly $100 mi~lion,

or about 30 per cent of its total exports.

33. HOwever, there were a numt~r of positive elements. Since the Punta del Bste
trade ne.;otiationfl, sevelal Latin American countries which exported agricultural
products had rea. ' ..(l that they must co-ordi nate thei r posi tions and had decide-t'l to
adopt a common fjt(al.e~y. That realization had led to the establiShment of the
Cairns Group, which was ~imed at promoting liberaliz&tion and th~ development of
agricultural trade, facilitatiny access to international markets, progressively
eliminating export subsidies, permitting tha application of standstill and
roll-back commitments in genuine application of the special and differentiated
treatment accordc] to c.eveloping countries, as agreed upon in the Punta del Este
Declaration. The entire international community recognized the need to promote
growth in the developing countries. That awareness was reflected in the decision
of the seven major industrialized countries which had met at the Venice Summit to
co-ordinate their economic policies, the recent announcement made by a major
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developed co·.mtry to qive a certain percentaqe of its trade surpluses to the
developing countries, the imminent entry tnto force of the Agreement Est~blishing

the Common Fund for Commodities and the teqinning ot negotiations t~ establish a
world system of trade negotiations among developing countries within the Group
of 71.

34. However, Uruguay's development opportunities continued to be very largely
dependent on the size of its external debt. No one could question the seriouslless
of the debt problem and the imperative need to solve it. Uruguay had therefore
been surprised to hear that problem described as Mminor". Debt-~ervicing was an
essential feature at wo(ld development, and it was necessary to bear 1n mind th~

interdependence of debt r~payment, terms of trade and development in indebted
countries. In the past five years, capital transfers from Latin America tu the
indust riaU zed countries as part of debt·-servici ng had risen to $120 billion,
whereas the flow of capital should logically have been towards the developing
countries. Although it had become a net exporter of capital, ~tin America hat
managed, wit~ great effort, to maintain its savings capacity but had been unable to
prevent an almost 8 per cent decline in the productive investment ratio to gross
domestic product for Latin America as a whole from 1982 to 1~86. However, Bome
Latin American countries were co-ordinating their positions on that delicate
problem, 5nd the most indebted amor.g them had begun to show signs of solidarity and
to co-ordinate their actiona. It was necessary to strengthen co-operation in that
area by accepting, as a point of departure, the principle of shared
lesponslbilities as between creditors and debtors, in order to devise, with the
help of international financial institutions and by showing ingenuity and boldness,
n~ .trateqi~B for solving that problem. If rapid results were not achieved, the
developing countries would not be able to repay their debts and, if they continUed
to demand long-term sacrifices from their populations, they would run the risk of
witnessing the demise of freedom, democracy and peace. However, Uruguay was
convinced that the new approaches already taken, especially GS reflected in the
Final Act of the seventh sessien of UNCTAD, would BOOn result in the adoption of
practical policies by all parties concerned.

35. Latin American co-operation and integration and, ~)re generally, So~th-South

co-operation piayed an essential role in all and especially the economi= ULeas.
The choice was simple, either estAblish a new international economic or~~r or
die. That was why Uruguay was convinced ttlat intelUgence, b'<Juity and a sense ~f

justice on the part of 'the international community would make it possible to find a
solution.

36. Mr. AL-KAWARI (Qatar) said that the worl~ econom~c crisls had worRened in many
respects. The instability of the industrialized and the developing countries was
attribut~ble in particular to the slow-down in the ratn of economic growth, ch~

burden of debt, fluctuations in exchange rates and ralling commodity prices, not to
mention international trade problems, most r~tably protectionism.

31. Contrary to all expectations, the drop in oil prices had been accompanied by Q

fall in world demand and in exports from the oil-producing to the induetrialized
countries. 0" the ~ther hand, no expansion of the world economy or qrowth in th~
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net total of aid to devf!lopinq countries ha(l been recorded. '!'he drop in oil
prices, which had occurred nt the same time as the depreciation of the United
:,tatea dollar, had end~ in a serious recession in the exporting countries which
had had to make draloltic ("uta in their development funds and programmes. Those
measures had had adver~e effects on employment and the quality of life in each
country and had beP.l\ hlumi'ul to wol'ld trade. Given that situation, hi. delegation
could only suppart th~ conclusions of t~~ World Economic Survey 198', which had
called for streOqt:'..h\nq international co-operation in order to eHminate the
negative effects ol unstable oil prices.

38. Moreover, shrinking raw-material markete were a serious handicap for many
developing countries, which derived most of their financial resources from the
export of raw mAterials. The losses Bustained by the developing countries in 1986
as a result of falling prices were on the order of $90 billion. While there was no
question that the solation to the problem lay in stabi1izin~ commodity prices, the
countries concerned had to diversify their production. It went without saying that
such a move called for changes in the structures of production and for external
financial input.

39. One oC t'he major world economic problems was still the external debt, which
had reache-j t.le record figure of $1 billion. The results of the growth ach1e'"ed by
some countries were of no benefit to them since they were entirely given over to
debt-servicing. The 'ec1ine in the money rate on which such hope had been set had
ultimately been restricted to short-term interest rates, so that the situation was
currently more tragic than ever. It wa,' of the utmost importance, therefore, to
work to bring interest rates back to reasonable levels, to stagger debt repayments
and to establish better conditions for repayment. The pl~tectionist policies
lollo~ed by some States was another great obstacle to improving the world economic
si tuation. Resort! ng to bilateral arrangements that limi ted exports by setti.,'l
quotas might have the effect of reducing the revenues of the developing countries
and thus aggravating the debt problem. The sitl~tion called for co-operation
between debtor countries and creditor countries, since it was in the intere~,s of
both parties to restore the debtor countries to solvency. One of the solutions to
the problem of reduced exports from developing countries would be to promote trade
tmong them, something which the industrialized countri6s, which favoured bilateral
relations, did not seem prepared to encourage.

40. The world faced a most alarming situation (the overwhelming majority of the
poorest were concentrated in 115 deve1?ping countries in which 70 per oent of the
globe's inhabitants lived, as against onl,' 30 per cent living in 35 developed
c,:untries). The situation would only grow worae unless the glooa1 economic aystem
was radically overhauled. The establishment OL a new international economic order
was still the best remedy for the ills of the world. The motivation, the means and
the m~thod8 wer& at hand, one could only hope that reason would triumph in the end.

41. Mr. MOYA PALENCIA (Mexico) observed that 1987 would again be a year of slow
economic qrowth, serious international financial imbalances and low Pi ices for raw
materials, and that the 1988 trend was not a cause for optimism. The economic
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situation remained critical and uncertain III Latin America. the per capita product
remained almo&t 8 per cent lower than that recorded in 1980, official figures for
unemployment had increased, the standard of living had declined, and the number of
those livinq below the poverty level had perceptibly incr~as~d. Adjustment
policies had dumanded a great effort from t.he people, as reflected in the
stagnation and t-ven decli",' of the indicators for health, educat\on and general
well-being. Development had been set back by a decade. The crisis ha~ affected
all sector!) of social progress and had hit women the hardest, particularly in rural
areaa, where they were con~trained to do poo~ly paid work.

42. To remedy the situation, Presiuent Miguel de la Madrid had submitted to the
ECLAC special session helJ in Mexl:o City a new programme for the development of
(.atin America and thp Caribbean, wittl the following objectives. to revive economic
growth and introduce stru. tural adjust~ents that would restore stability. to find
short-term ways of limiting price fluctuations and the instability of the financial
system at least cost to economic activities, to study debt, financing and trHde as
a single whole from a medium-term perspective, to promote a world economic climate
favourable to the sustained growth of the regional economy, to adapt the mandate,
funding and conditionality t~rms of the multilateral financial agencies to the n~w

world economic situation and to the situation in L~tin America and the Caribbean,
and to ensure that the creditor banks fully accepted their shared ,. 'Jponsibility
for creating and solving the debt problem.

43. Mexico had fully accept"!d its responsibilities. As part of a mudernL~lltion

strategy, it had begun to make structural adjustments in order to overcome domestic
problems and to improve its avenues of <lccess to the world economy. In part~culal:",

it had reduced the share of the domestic product represented ~v the real budget
deficit and made radical reforms that would improve performance bv rJducir.g
suhsidies and pr lee controls and rationalizing the pUblic sector. It had,
furthermore, elimina~ed import licences for aln~st all products, and reduced
tariffs. Yet, despite all its etforts, it nad recently noted, as had the other
Latin Americar. and Caribbean countries, that it was becoming increasingly difficult
to sell the ~~ports of the region on their major market at a critical time, and
Mexico was deeply concerned that arrangements might be mad~ that would contravene
the undertakings within the GATT framework. The rising barriers met by Latin
American and Caribbean exports made it necessary to recall that protectionism was
incompatible with debt repayment.

44. In order to resolve the external debt problem, both principal and
debt-servicing would have to be substantially reduced. The debtor developing
countrl '"!8 would also have to be cushioned against rises in international interest
ratps, which were often the consequence of unilateral political decisions, and a
way should be found to have them make transfers abroad that were in keeping with
till! requirement of economic growth.

4'1. Disarmament and development were indinsolubly linked. The effort begun at the
International Conference on the Helationship between Disarmament and Development
must be ~;tepped up: even though the Conference had not had the resul ts hoped for
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by countries whic .. , like Mexico, considered it indispensable and urgent to t.olke
specific steps, it nevertheless paved the way for universal participation,
especially by those countries ~hich must shoulder the greatest responsibility.

46. The United Nations as well must make structural changes, its method I 'd
machinery must be modernized, made more flexible, be based on better inF lon,
and be honed so that they became indispensable tools for the internatiou..
community. The crisis must be turned into an opportunity to be grasped,
uncertainty must be replaced by action, and economic tension by dialogue and
compromise. A sustained struggle must be waged to build an economy for the future
that would not lose sight of the human being, its ultimate finality.

47. Mr. VALLENILLA (Venezuela) said that the progress made at the forty-first
session of the Gen~ ~s8embly, particularly the adoption by ~onsensus of
resolution 41/~02 cengthened internal eco•• omic co-operation aimed at r~solvinq

external debt prob of developing countries and resolution 41/191 on food
agricul tunl problems, represented only a mi ni mal effort when compared to the
extent of what remained to be done. The e( c indi~ato[8, far from improvinq,
illustrated the unfavourable trend in the ( Jping countries. The problems
encounter8~ by the international community, a..d especially by the developing
countries, were the consequence of a profound crisis in international economic
relations, ~,hich called Cor global action. The developing countries, barred by a
growing protectionism from exporting and thus from acquiring the foreign currency
they needed in order to honour their commitments, and hampered in their trade
participation by the deteriorating terms 0f tr~de, ~e~e compelled to m~ke unjust
bilateral concessions as well.

4e. The economic phenomena resulting from that situation, in particular the
phenomenon of foreign debt, had not been properl{ managed, and there was now a net
transfer of reaOUrces from poor to rich countries. His country was going throuqh
one of the most difficult economic periods in its -history, although, like most
developing countries, it had redoubled its domestic production efforts and
streamlined its administrative apparatus.

49. All countries must shoulder their responsibi.lity in the sear( h for "olutionfl
to those problems. The industri~lized countri~s could not continue to pursue dn
economic and trade policy which took no account of the situation of the dev~lopinq

countries. The world economy was becoming increagingly interdependent, and radical
changes were needed in the internaticn4l economic system so as to adapt it to
current conditions. The United Nations system. in p~rticular the Second Committee,
had an important role to play in the proces~ and it could reactivate the
North-South dialogue on the basis of the conclusions of the seventh session of the
United Nations Conference on Trade and Development. The global negotiations
relating to international economic co-operation for d ·velopm~nt called for by the
General Assembly in reElolution 34/138 had still not begun. The conv~'ling of a
conference on money and finance for development, with universal participation,
would also help to solve world problems in the integrated mannef recommended by the
~~neral ABsembly.
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50. He welcomed the report or the World Commission on Environment and Development,
for it made people aware of the irreparable damage that was being done to the
environment, che slow destruction of ecosystems was one of the main dangers
threatening mankind. The progress made recently by the international community in
facing up to the problems posed by the incre~l!Iinq depletion of the l>zone layer
merited praise and showed that urgent measures could be taken if all countries
worked together.

51. With regard to the implementation of Economic and Social COuncil decision
1967/112, it was important to ensure that the work of the Special Commi£~ion on the
In-deptt> Study of the United Nations Intergovernmental Structure and Functions in
the Economic and Social Fields should continue in a constructive spirit in 1988.
Hi~ delegation would play an active part in that undertaking and it would also
endeavour to find pragm~tic solut.ions to the problems impeding the establishment of
the new international ~conomic order.

52. Mr. DAZA (Chile) said that the world economy was still beset with serious
problems. The indices of economic growth had been maintained precariously in the
indllstrialized countries but were slowing down somewhat. The market-economy
countries had .how themselves incapable of ensuring rapid growth with low
unemployment and inflation, despi~e the recently concluded agreements on
co-ordination of macro-economic policies and other medium-term measures. The
economic performance of the industrialized countries was persistently poor, with
the result that the developing countries suffered the cumUlative effects of the
sharp deterioration in the terms of trade, the contraction of industrial demand,
th~ growing impossibility of access to increasingly protected markets, ~nd the
persistent problem of their debt, to which a satisfactory and lasting solution had
not been found, although its nature and effects were now better understood.
Specific steps must be taken lo ~ut an end to protectionism, without prejudice to
the GATT negotiations, for otherwise it WOuld no longer be possible to talk of
satisfactory economic growth, repayment of d,bt and the need for the developing
countries to persist in their adjustment efforts and receive additional foreign
investments.

53. Protectionist measures had become more sophistic~ted, more damaging and less
obvious, for they took the form of voluntary limitation of exports and tariffs
which increased with t~e degree of proc6ssing of the products. Such measures had
the effect of preventing the developmtint of sectors in which the developing
countries enjoyed a clear-cut Lomparative advantage. The prices of raw materials,
~hich accounted for the bulk of the foreign-exchange ealni~gs of ~he developing
countries, were at their lowest levels in 50 years. It was not enough to speed up
economic activity. Urgent efforts muse be made to improve and stabilize markets.
If the developing countries were to emerge from their stagnation, tr8de would have
to be liberalized, raw materials prices impr( d and a lasting solution found for
the debt problem - all matters which depended to a large extent on the
in~u.trialized countries, which did noching mOle than urge the maintenance of
a'Justment policies which were fnought with harmful consequences, especially in the
social field.
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54. The crisis had taken a devastating toll in Chile. After pursuing for five
years a stringent adjustment policy which had required an immense effort, the
authorities had 8uLceeded in reducing public expenditure, inflation and
unemployment. The Chilean economy had recovered to its pl,0-198l level, somtithinq
which it ha~ not b~en able to do earlier owing to an external situation determined
by countries which Jid not themselves carry out the mttaau,:e6 that they demanded
from the developing countries.

SS. That demonstrated clearly the need to find universal solut!.ons accepted bYI'll
within a framework of general commitments and based on respect for fundamental
economic principles. Only an integrated approach, includfng al. expanded
consultation praces.-, would make stability an~ growth possible. There would be no
lasting solution if the efforts to reach agreement were confined to certain
countries with direct common interests, for agreements reach..d in that way did not
contain measures of benefit to the developing countries. A pr~ess in which the
developing countries had to carry out &tringent adjustment polici~s, yet could not
participate in the negotiation of international agreements which were just as
decisive for their economic situation as w~re those adjustment policieR, was
profoundly flawed. Only the voice of reason gave hope to th~ large part of mankind
which lived at the margin of progress.

56. The economic situation had made it necessary to evalu~t~ the funclioning of
existing economic and financial institutions with & view to adapting them to the
new realities. The Special Commission on the In-depth Study of the United Nations
Intergovernmental Structure and Functione in the Economic And SC~ial Fields was to
report to the General Assembly at ita forty-third s~ssion. Member States should
show themHelves to be pragmatic and effective while still upholding the principles
of the United Nations. The credit built up by the United Nations dur~ng the 1950s
and 1960s, which had led to important achievements in the economic and social
fields, seemed to have evaporated. However, tile purposes and principles of the
United Nations remained valid even though their'tangible expression~ were now rore
complex. It W4S vital not to let slip the unique opportuni~y to modernize thti
economic and social sector of the United Nations system an~ thus satisfy the hopes
placed in the Organization as the dawning of a new ml1lenium drew near.

The meeting rog& ~t 1.15 ~.


