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DRAFT P.E:?ORT ON TI:I:C HOBILIZATION OF FINANCIAL R:::SOUTICES FOR ECONO:l"'IC 

D:c;VELOP~1ENT -- :?ART II: 1.i'OREIGN FINANCING 

The CHAIRl\iAN informeU. the Sub-Commission that the Rap.:_Jorteur 

had. submitted some 8.mendlnents to :r.is draft for the second }.)e.rt of tr.e 

report. The ne11 document. had not been translated j nto Russian, bowever. 

The origina.l draft 1vould therefore have to serve as a basis for discussion, 

to vrhich the Sub-Commission coulct, if it so desired, acl_::l_ the, pro:posed 

amendments. 

Jv!r. J:.IOTIOZOV urged that t.he Russian translation of the essential 

documents, and in particula:c oi· the amendments submi ttecl by the Ra):porteur, 

should be assured. 

First ::_:Jaragra~ph of the original cl"t'aft 

The CIIAIRIYIAN )ointed out that the first parat;;ra:ph of the oric.,inal 

draft 1vas not essenti8.lj he therefore pro:;?osed omittiUG it. 

Hr. BRAVO Jirr..ene:::., Rap::;>orteur, ·'stated that the first parae;:;ra::?h 

m.s intended to link u:p tvro se:Jara te chapters of the re::;>ort, dealing 

res::.)ect;_vely 1-rith national financial resources, and. foreign financing. 
I 

I:L' tl.1e re)Ol1 t i·rere not divided into t1m J?arts the parac.,raph obviously hacl 

no )urpose. 

Hr. GUTI'!ARAES sharec1 the RaJ::?Orteur 1 s :J?Oint of vie1-r. 

l!Ir. :;.'A'ISK 1-ras in :lavour of retaining the first sentence of the 

:9aragraph. 

Hr. HOROZOV thouc;ht it advisable to explain in the report the 

general :;?rinciples accepted. by the Sub-Commission and urged the retention 

of a link beti-reen the first and second parts. 

The CHAilit'IAN :c>roposec1 that the first sentence shoulc1 be retained 

ancl the rew.ainder of the ::;>aragraph omitted. 

jMr. GUTI 1ARABS 
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Hr. GUTIIARAES thought that, if the Sub-Commission d.ecided to 

retain all or part of the :Jaragrapll, it Houle:. be advisable to alter it 

slightly in orcter to stress the im:.J?o:ctance of foreiGn financinG. 

The CIIAim-lAN favoured the omission of the whole parae;ra)h. 

IIe pointed out that the first part of the re]_)ort already contained the 

same ::_Jrovisions and he aslcecl the Secretary of the Commission to read the 

sixth paragraph of the re]_)ort. 

JfJr. HOROZOV then saio_ that, as those l)rovisions had already been 

included in the first part of the re}ort, he did not insist upon the 

retention of the yaragraJ?h. 

It was decided to omit the first paracraph of the original draft 

of ?art II of the report. 

Second and third paragraphs of tbe original draft 

The CIIAIRH.AN suggested that the members of t)1e Sub-Commission 

should study simultaneously the second and third }aragraph~ of the 

original draft j those, tvro paragraphs had been replaced by parac;raph 29 

in the amended draft. 

The Chairman proposed that account should b~ taken of the omission of 

the first parat;ra:9h by altering the begin..'"ling of the second paragraJ?h to 

reao_: ''As recards foraie;n financing, it is obvious that every country 

has the right to decide to vrhat extent and in what form it wishes to 

receive such financinc;." 

Jvlr. HOTIOZOV l)Ointed out that the members of the .Suo-Commission 

had agreed 1-t)On certain general princi::?les; it 1-ras advisable to indicate 

them at the b-:JginninG oi' .Part II of the re:Qort. He suggestecl that it 

should l::le definitely stated that. foreign financinG must respect the 

follouing tl:r~e principles: 

(1) It must contribute to the develoj_.Jment of national in~ependence, 

in accordance w-ith the provisiohs of the Charter; 

(2) It must contribute t'J the development of national, industrial 

and agricultural resources; 

(3) It must not pe effected in any manner or under any conditions 

-vrhich undermined the natiom1.l interests end ;JOV'OJl"eic.,nty of the country_, 

/or be bound 
I 
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or be bound up 1rith the c,rant o:L' J!Oli.t.ical or economic ac1vantac:,es to 

ca:)ital-ex:;)ortinc countries. 

The CIIAIRHAN :pro}oseci.. to combine the second ancL thircl_ j,)arac~ra;hs, 

as. the Rap)ol~teur had done in the amended. draft, by the retention o:;:' the 

text sue:,gestec1 by the RaJ?l)OrteUl' or the a'c1option of a te:~t brint,ing out 

the three :;_)rinciples definec1 by the USSR re)resentative. 

\Iith that enc1 in vie1.r, the Chairman succ,esteci.. the ac1option of the 

sentence he had. )reviously J?ro}osec1, to uhich -vrould be ac1c1ec1 the follo1nnc 

sentence: "Likeuise, any cou.."'1try has t~1.e sovereic;n right to cl..ecicl..e hov 

to utilize its financial resources, uhether it be in investments abroad_ 

or in its o1m terri tory. 11 To tl1ose tuo sentences vrould be ac1clec1 

paragral_)h 29 of the amendecl_ rej,)ort, the beginninc, of llhicll IWUlc1 be 

altered to read as follovrs: "The Sub-Commission vrishes to stresa, 

hoHever, that the exercise of their. sovereignty by countries ex)ortlnt; or 

i~<::;ortin; cayi tal must be subordinated to respect for the commitments vrhich 

tl1ey have :made unCLer the Charter of the United Nations." The secon0_ ::~art 

of paragra}.1h 29 of the amenc1ed cl..raft uould be replaced by tl1e text of the 

three J?rinciples clefinecl by the USS:::l re)resentative. 

The Chairn-an was for post:poning a decision on the second parat.sra}h 

of the original draft until a nevr amendeCL text was in the l1ands of the 

Sub-Commission's members. 

Third paragra::?h of the original clraft 

The CF...AIRHAN stated that the Ha:_pyorteur himself hacl SUGgested 

the deletion of the third parac,raj_)h anc1_ j ts omission should tl1ere.fore be 

sanctioned. 

It was so decided. 

Fourth J?aragraph of the original draft 

Mi·. BRAVO Jimenez, RaJ?porteur, proposed the omission of the 

last sentence of the original text; he also suggested certain chances 

in the 1rorcling, 1·rhich appeared in parat.,raph 30 of the amended text. 

He thout)lt that it 1muld be preferable to rej_)lace the term ~~hic,ll­

interest ancl short-term loans" by the te;rm "hic;l1 interest loans uhich 

-vrere also, very often, of relatively short d.m·ation". 
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The CHAI~ffiN thougqt that Mr. Bravo Jimenez's suggestion 

improved the text; it seemed to him, however, that it was not necessary 

to use the words "very often". 

Mr. COLLADO did not share the Chairman's opinion, for there 

had been some long-term loans during the period mentioned; at the 

same time, he wondered what was meant by the term 11 of relatively short 

duration". 

He felt, moreover, that the word "loans" should be replaced by a 

more appropriate term in view of the fact that during the :period 

indicated a great part of ~he foreign investments made by the United 

States of America were not in the form of loans: the majority of them 

had not given rise to any repayment. 

lf~. Collado admitted that there had been some high-interest and 

short-term loans, but they had suffered the fate they deserved. But 

even eo, the last sentence of paragraph 30 of the amended draft did not 

take full account of the real situation. 

The CHA~Will proposed the deletion of the last sentence of the 

paragraph. 

Mr. COLLADO requested that the word "onerous" be replaced by 

the term 11 burdensome''. 

Mr. BRAVO Jimenez, Rapporteur, pointed out that the Sub­

Commission, in its first report, had stressed the need for low-interest 

and long-term loans • 

. ~·he CHAIRMAN proposed the retention of the first sentence of 

the paragraph and the amendment of the second sentence to read: "The 

Sub-Commission has already pointed out in its first report the importance 

of this factor with a view to reducing the burden of foreign loan 

service for underdeveloped countries and at the same time increasing 

guarantees of repayment to lenders". 

H'e then suggested that the members of the Sub-Commission should 

postpone taking a decision on the paragraph in question pending the 

distribution of the new amended text. 
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Fifth paragraph of original draft 

Mr. BRAVO Jimenez, Rapporteur, proposed certain changes. He 

suggested that the words "economic development" should be omitted from 

the first line of page 3 of the original draft and that the words 

"economic development and that" be deleted from the fourth line. In 

the fifth line he sugg'ested that the words ~"appropriate condi thns 

applicable to all of them" should be changed to "conditions appropriatE' 

to each." 

The CHAIRMAN proposed that the 'following phrase should be 

inserted at the beginning of the first sentence of the paragraph: "In 

considering different forms of foreign financing, the Sub-Commission •.• ". 

Mr. MOROZ07 thought that the,Sub-Commission should not give a 

list of the various forms of foreign financing which could be used, but 

should rather state that all forms must be governed by the ptinciples 

already established by the Sub-Commission. 

The CHAIRMAN suggested that, as such a statement was already 
\ 

included in the part of the report which had been previously accepted, 

the sentence in question should be omitted. 

It was so decided. 

The CHAIRMAN then opened the discussion of the next sentenc6 

and called attention to the necessity for inserting before the text of 

the initial draft report some phrase which would form a link with the 

preceeding sentences. 

Mr. COLIADO proposed that the phr.ase suggested by the Chairman 

should be inserted in place of the sentence which the Sub-Committee had 

just decided to omit. 

Speaking from a more general point of view, .he said that in his 

opinion, the draft report could be criticized both for what it includ~d 

and what it omitted. He particularly regretted that the ideas set out . ? 
in his memorandum,. and which he had UJ?held in the Sub-Commission, had not 

been included. For instance, it seemed to him that the importance of· 

direct pr~vate investment had been undervalued; such investment could 

actually assist. in developing private enterprise, improving the managemEnt 

of various concerns and introducing new techniques ipto underdeveloped 

countries. 
/He found 
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He found it difficult to vindicate such general observations in a 

sentence-by-sentence discussion of the draft. 

The CHAIRMAN agreed wholeheartedly that it was difficult to 

introduce new ideas during a drafting discussion. His own point of 

view was radically opposed to that contained in the draft under dis­

cussion, and he wished to reserve the right to submit a coun~er-project 

later on. He considered that the problem of privat• foreign investment 

abroad could not be solved by international treaty, as had been shown by 
' 

the Charter on International Trade. A flow of private capital could 

never be directed by such me.Ems, which would only cause further diffi-

culties. The only way to solve the problem was by bilateral agreement 

between countries respectively exporting and importing capital, such 

agreements, of course, to be drawn up in accordanpe with the prinpiples 

laid down in the United Nations Charter. 

Mr. COLlADO stated that, in the circumstances, he, too, wished 

to submit a counter-proposal. 

Following a suggestion by Mr. MOROZOV, the CHAIRMAN adjourned 

the meetin3 until 2.30 p.m. of the same day, so as to allow time for 

the preparation of the counter-projects. 

The meeting rose at 12.30 p.m. 




