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Introduction

1. At the f~rst ~art of its ninth speci81 session the .Trad0 and Development Board
considered the report of the Intergovernmental Group of Experts on the ExtArnal
1ndebtedn~ss of Developing Countries held in Geneva from 18-22 July 1977 pursuant to
Conference resolution 94 (IV) on debt problems of developing countries. 1/
2 • At the same session the Board confirmed the arrangements for a second session
of the Group, whi.ch it scheduled for 5-16 December 1977 ~ and adopted as its mandate

"To prepare for items 2 and 3 of the provisional 'agenda of the ninth special
session of the Trade and Development Board at ministerial level and to report
to the resumec, first part of that session." JJ

3. In addition to the documentation which was before the Group at its first
session J.! the Group also had before it a note by the UNCTAD secretariat entitled
"Selected issues relating to the problem of common norms in future debt·
reorganizations" (TD/AC.2/9 and Corr.l) A!
4. In an opening statement summarizing the "'ork of the Group at its f.:j..rst ses.sion
and setting out the task before tt at the present sessi01], the Chairman referred to
the mandate of the Group handed down by the Trade and Development Board at the first
part of its ninth special session, namely to prepare for items 2 and 3 of the
provisional agenda of the ministerial part of the session. This preparation would
involve "pursuant to Conference resolution 94 (IV), review of actions concerning
the indebtedness of deveLop~ng countriE1s, in particular the discerning of features
which could provide guidance in operations relating to debt problems", and
"consideration of proposals made llY' developing countries and of other views
expressed at the first session of the Intergovernmental Group of Experts on the
External Indebtedness of Developing Countries as reported in document TD/B/670 " •

'5. In an introdu,...tory 'statement the Seer'" bary-General of UW:T.AD emphasized the
importance of, ~he 10rthcoming !1inis t.erial meeting .. of, the Boa:r:d ~ which would be
dealing with the vital question of the external indebtedness of developing'
countries. In spite of a usefu1 exchange of views and. the tabling of interesting
proposals, neither the fou.rth'I3,e8s:)..011 o.f UNCTAD nor the Paris Conference on
International Economic Co-operation (CIEe) had succeeded in taking significant
steps forward. The issue was once again before an UNGTAD,forum. He drew attention

11 For an aC,Gount of the Board's discussion of the report see TD/B/678
(A/32715, Vol. 11, par~ two), chap. II.A.

y Ibid., c!?-ap. 11 and annex I (a).

J! See TD/B/670, para. 3.
d! For the Ch8Ck list of documents before the Group, see aI1nex IV below.
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to the recent extraordinary deficits faced by develop.iJ.1.g countries and noted that
those of them which had been unable -.to finance their deficits had had to curtail
imports, at the cost of their develqpment progress, while those that attempted to
finance their deficits by recourse to comnlercial cr8dits wO·,lld be faced with an
escalation of their extensive debts and a very difficult situation with regard to
their capacity to service those debts. For these reasons, the UNCTAD secretariat
had presented certain proposals to relieve the situation. He felt, however, that
there had been a. certain misunderstanding about these proposals, since it had
sometimes been stated that what was envisaged was a blanket moratorium Or writing
off of debts. What the secretariat had in mind was remedies tailored to the
l'equirements of pa.rticular groups of developing countries a.nd to their special
cha.racteristics. On the one hand, it had suggested that for the countries, least
developed, most seriously affected land-locked and island developing countries,
there should be an attempt to provide immediate relief -by way of a writing- down or
w.riting off of their past indebtedness. The problems facing those countries, on the
other hand, should be distinguished from those fa.cing other developing countries,
for whioh a qUite different approach was needed.

6. t!e believed that the broad thrus t of this approach was no less valid today
than in the past. There was now increasing recoenition that the terms of
assistance to the poorest countries should be improved. The terms of past lending
to those count.ries were harder than those applying currently and, in a sense, any
action in regard to their pa.st indebtedness could be seen as a way of bringing the
terms and conditions of past loans into line with current standards. He further
observed that it had sometimes been said that generalized debt relief could have an
adverse effect on c.reditworthiness or confidence. He noted, however, that the
relief that several donor countries had given already did not appear to have
impaired confidence in the countries benefiting from these measures.

7. With regard to the middle income countries, he noted that the UNCT.AJ) secretariat
had suggested means for improving the structure of their external indebtedn~ss.

One way would be to improve a.coess to bond markets so as to avoid the need for those
countries to have recourse to short-term borro;-Tings. However, that measure alone
might not suffice, espeoially for the short term, and the seoretariat had therefore
suggested official action to prOVide a refinancing facility which would help
convert short-term debt into debt with a more balanced structure of maturities.
While conscious of the need to avoid any suggestions whioh might unwittingly serve
to impair the borrowing capacity of such countries, he felt that an attempt to
address this category of problems was necessary.

8. With regard to what was presently called "common features", he felt ;that there
was need to establish an internationally accepted policy framework within which
future debt .reorganizations could be approached, including a set of principles which
would introduce consistency and order into the way in which the future debt problems
of different countries were treated? In this connexion, he was struck by the fact
that proposals submitted at crne by the developed and developing countries were not
lacking in many common elements, and he felt that there was suffioient ground for
reaching a convergence of views on this subject of norms.
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9. The spokesman for the Group of 77 welcomed the statements by the Chairman and
the Secretary-General of UlTCTAD, which he said outlined the main elements of the
work before the Group. He stated that"the d.eveloping countries attached the
highest importanc2 to the solution of their debt problem, a problem 'l;hat all members
of the Intergovernmental Group of Experts had previously agreed was one of the most
important before the international community for solution. He pointed out that the
developing countries had already presented a carefully worked Qut and differentiated
proposal on their existing debt-. Debt service imposed an inflexible and onerous
burdeD on the economies of d.eveloping countries, which impinged upon their
development efforts. The importance of indebtedness, particularly of the least
developed and most seriously affected countries, could be seen from the evolution
of the world economy in the las,t few years, involving a dramatic deterioration in
the terms of trade and the current payments position of developing countries. The
current-account deficits of developing countries had more than tripled from 1973 to
1975, while aDA flows' had increased much more slowly. vmereas in 1973 aDA flows
equalled the entire current-account deficits of deve loping countries, by 1975 they
had financed less than half these deficits. Those countries that had access to
private markets had besn obliged to cover the gap by borrowing on hard commercial
terms. l'1ost other developing countries, particularly the least developed, most
seriously affected, land-locked and island developing countries, which were too
poor to be considered "creditworthy" by private markets, but whose debt service on
official debt now amounted to more than $2 billion per year, had had no choice but
to cut back on their development in order to keep down their current-account
deficits. He pointed out that the average per caEit.a annual growth of GNP was only
0.4 per cent for the least developed countries and only about 0.6 per cent for the
most seriously affected in the first half of the 1970s, ,.,hich was less than one fifth
of the agreed target set in the International Development Strategy. He added that
a recent World Bank study had forecast for the period 1978-1985 per capita growth
rates for the poorest countries of only 1. 7 per cent per year. The same study,
ho,vever, showed that with improved export performance and additional capital inflows
of about $1. 4 billion per year, Le. less than their present debt service on
official de'bt, these countries could nearly double their ~capita growth rate to
3 per cent per year. It was evident, therefore, that debt relief on the official
debts of:th€ poorest developing countries was not a matter of minor importance, but
was a. central and critical requirement in a co-ordinated approach to an,
international development strategy,

10. He added that the initiatives of Ca.nada, Netherlands, Sweden and Switzerland
to alleviate the debt problem of a number of developing countries were a welcome
step in the context of the request by the Group of 77 for immediate and generalized
debt relief. Even though such initiatives did not meet their request in all its
aspects, they felt that the initiatives constituted a recognition of the merit of
the genera.lized approach to the immed.iate debt problem of developing countries.
They were alBo the first meaningful response to the call made in
Conference resolution 94 (IV) for a solution to the critical problems posed by the
mounting debt of' developing countries. They were a confirmation that the proposals
of the developing countries on the debt issue were not onl;y- justified but also
capable of implementation, and d.eserved the urgent attention of all developed
countries. He added that the general lack of :r.'esponse to these proposals was
disappointing and, that the developing countries .regarded this issue as one of the
crucial issues in the so-called "North-South" dialogue. The proposals had been
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examined 'at length; they were in effect an ex post. correction of the terms of past
loans 'and would. make available development assistance in a form most relevant to
the, development 11,eeds of the developing countries. They woul,} also have a strong
con'tra-cyclical effed on the presGnt depressed state of the world economy and
change the entire clima.te for the dialogue between developed and developing countries
by removing an onerous burden that dampened the development prospects of the poorer
developing coun'bries. He therefore urg'ed the Intergovernmental Group of Experts not
only to recognize, but also to endorse the importance of developed countries adopting
on an urgent basis measures to provide generalized relief on official debt of
concerned developing countries, particularly the least developed, most seriously
affected, land-lockec1 and island developing countries. In the view of his Group the
debt problem of any developing country should not be used by the developed creditor
countries ,either collectively or individually, as a tool to infringe upon the
sovereign and inalienable right of any developing debtor country to choose its
economic, as well as its political, social a.nd cultural systems, 1IJithout outside
interference, coercion or threat in any form whatsoever. He would weloome hearing
from the developed countries their ideas on these matters so tha.t the Group of
Experts at this session could play the role expected of it in preparing for the,
Ministerial meeting of the Board.

11. The spokesman for Group B expressed his Group's willill€ness to participate
activE'lly on a multilateral basis in examining the issues of indebtedness of
developing countries. He noted that the mandate for the Group of Experts was. quite
clear, since the agenda had been set by the Trade and Development Board at the first
part of its ninth sessIon. He stressed that the first requirement was that an
in-depth exronination of the debt situation of developing countries should be carried
out and secondly that a frank dialogue be ,established between the experts of the
different groups in,b.rder to assist the IVJinisterial-level meeting of the Trade and
TIevelopment Board.
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AlTiil,YSIS OF THE DEBT :5:r.'I'UNPIo.N OF nEV}~LOPING COUNTRIES

12. Th'3 spokesman for Group :B introdnc<Zld ,~, paper,. n:dH;; ,lellt si t'lla.tion of
developing CouJ.1't:r5.ee" \.,hich he ~~aid I't::1.:) :i.ntHnd\9-d tl,) prov.l.de. do factual asoessmei1t
for subsequent tre.atmfJ1-rt of incLer.1tt!dne.3s. at; th(:: n.1.rr':h special nessiort of '~he Trw3.e­
and DeYelopw(mt Boanl at tho .:\i:i.r~i[;d;e.ritd. 1/;"J'f21.. 21 .
13. fIe said that the conclus:i.orw of tho Group 13 pnp0:r could be sUlnmariz.ed. an fo:l1.ows:,

(a) The debt pro~Jlf;l:n ()f dt'i"lfEilopin,g cD1J..ntri..,c,? i,n the perspective of tht7ir
development ,)bjI"Jcti ves, "Nii:i not €"enero.l and 8hould be ma.:1a«eahlo;

(1) Poorer developing c:ountr:L€s, i ..ith .;>. limited e:xpf):rt. g"L'owth potential and.
a limited accesa to ca.pital markets, depr.md~~d e::lsenti.Fllly on inCre€l,sed aid inflO1.trs
to help them achi(;)ve rea,sonEtble d~vt31opment ob.iedives. TexIDs "~;nd co:nditio!lS o£
present and future lendi.ne- t?houl<1 tak(' into account the situation of these
developint courrtrieo;

(c) The international 13Yf;tem had respcnd~xl positivelJr in alleviat:tl1(! acute
debt problems and \/8.8 expected to do so in -chf.'? f\l.hn·lf:l;

(d) In the vie\~ of Gr<JUp B experts, the current daM aituation, ita evolu.tion
and its prospect,e, confirmed tho pert.inf~nGe and vl~lu.~ of the p1topo~;a.l submitted
at CnJC by the FlEC' and the Un.ited Sta,tHs (f.{~~e Mmrt I of the Grt)up B paper)
concerning debt crisis situations involving (h.'!fa,ult or. imDl.i.nent default and.
si'~ua.tiona of a. longeI'-term nature inv()l 'IIirl{t stru.crbll':::ll, f2nancial and. t:!:'an.sfel::' of
resou.rces problems, where an a;:lvers€ ::.rl.'.t'lJGtnJ:'8 of the ba.1a.llc&--of-payments hampereci
dev~lopm~nt. .

14- While associatin.g hirns(~l:f fully',d 'bh the Group Il pape:r~ thp. expert of the
United States submitted It note EJl'ititled H~[1b.e non.·OP1i:C lesEl deVeloped countries:
External debt positions and prospeatB fI ~ §/ H'hich providt':lcl further factual ba.ckground. ..
He emphasiZed the limHed use of [j:ggre-f.t:~.te da.ta. and the iml>ortancc of' lna,kir.t€' speci.::f".i. c
studies of individ1~ar debtor 'cvUlc1try sitnai;iQ!:1fJ. ;'!o beliHved it .important to
recognize that external· debt \.,a8 distributed broadly irl lillc 1t,rith 1.nd.ividu.al
countr,y debt-eervicin~ capacity.

15. Commenting on the U111 ted Sta.tea pape:r.·~~he E:XPf:::ri;13 from the G::t4;lUp of Tr 'wished
to I'ecord that in their v.iel"/ debt· p::rbblemE!. of' the devel())i)in& r..:ountries c71xif.rt(OJO J.Ot')~:.""

'before the a.djustment of oil prices;. r(,h0;}" hoo b'Hf.il Cle-erava,t.!)u by the unprec:6de~nted
inflation and recesaion in developed cO\.mtrJe(1 and 1~he ~\harp r:Lso in tha. p:dces o;{"

manufactured ~)OdB imported. hy the dev'elopi.ng M'Unt;ri~s from the developed countr.i.ea.

r.:.1
2.1

§J
See annex LE ('m/u/£W5/Add.l) ..
See anneX' IoD (lli.sl.).
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16. The spokesman for the Group of 77 stated that his Group did not consider the
analysis proposed by the experts from Group B to be appropriate, given the ma~~~t~

of the Group of Bxperts. None the less, his Group had eXE'lined in detail the pq:ar
on the debt situation of developing countries submitted by Group] and he ,...C'.t>~7·-~f"."

to a, number of conceptual and factual difficulties which his Group had had with
it.y
17. The main conclusion of the Group of 77 paper could be summarized as followu:

(a) The development prospects of the developing countries, in particular the
least developed, most seriously affected, land-locked and islcmd developing ooun>i.ci,;
had been seriously eroded in the recent past by external international events
outside their control, in particular by inflation/recession and the multiplying
trade restrictions in developed countries. In this context, the growing burden
of serVicing their debt was seriously compromising their efforts at achieving
development targets which the international community had supported.

(b) Official development flows had not achieved international target levels and,
in fact, as a percentage of the combined G1TP of developed donor countries, had
actually fallen between 1975 and 1977. This had compelled the least developed,
most seriously ai'feeted, land-locked. and island developing countries, which had
limited access to capital markets, to cut back their development programmes in
order to maintain servicing of their debt.

(c) A general retroactive a,djustment of the terms of past official loans to
these countries to make them consistent with present standards would reduce this
burden and help poorer developing co'mtries to regain the development momentum
lost in the last few years.

(d) The current debt problems of developing countries needed urgent and
effeotive solutions. Such solutions should take the form of generalized debt
relief on the official debt of the 1east:eveloped, most seriously affected, lan.i­
locked and island developing countries and the establishment of an official
refinancing faoili ty to assist other interested developing countries to avoid buncllin[:
problems. Fot' fu.ture debt reorgan.ization, the Group of 77 and Group B proposals:,
together with the analysis in the secretariat's note (TD/AC.2/9 and Corr.l) could
form a basis for the esta~lishment of effective common norms.

18. The spokesman for countries members Of Group]) represented at the session 8:l~ Cl
that those countries expressed their deep understanding of the grave foreign-exc}:',,::.l}gt)
difficulties which the d.eveloping couIltries vlere experiencing as a result of their
heavy foreien debt -to developed market-economy countries. They shared the opinion
of the experts from the developing countries that current forms and methods of
regulating international capitalist oredit relations were inadequate to deal with

]J These comments are found in part II of the paper submitted by the Group of 77
(see annex II in TD/B/685/Add.2).
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the critical debt situation in ,~ich many developing countries now found themselves.
He stressed that countries members of Group D were not responsible for the emergence
of problems within the capitalist system, such as the reduction of demand for export
products from developing countries,~owingprotectionist trends in developed market
economy countries, increasing inflation and instability and .depreciation of the
main currencies, which had aggravated the difficulties of devefoping countries in
the monetary and financial spheres.

19. They considered tha.t the problem of the external indebtedness of developing
countries ,Tent beyond the bounds of payments relations. In its present form, this
problem stemmed from the deep crisis .in the world ca.pitalist economy, the colol1ialist
and neo-colonia.list policy of the developed capita.list countries. and the seH-seeking
activities of transnational corporations and private banks. rrhey Here convinced
that the effective solution of the problem of the indebtedness of the developing
countries was directly linked to a coherent restructuring of the entire system of
internationa.l econo'mic relations on a democrahc and just basis and to the
elimination·of colonialism and neo-colonialism in the economic sphere. The position
of' experts from Group D countries on all items of the agenda is set out in an annex
to this report which reproduces the text of a conference room paper submitted
during the session. §/

§) See annex III, in TD/B/685/Add. 3.
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Chanter 11

PREPARATION FOR ITELif 2 OF TIll PROVI3ION.u~ AGmmA Or THE lilTTTH SPECIAL SESSIOlf
01' THE TRADE Ai!T.0 IlEVELOPl'lEJ:N BOARD NL' J:iETISl'EHIAL LEVEL: Ii PURSUANT '"PO
CONFERENCE R:8S0LUrrION 94 (IV), REVIBlv 01' ACTIOnS CONCEIDrING 'rI-m; nmEB'i'EJJNESS
OF DEVELOPIlJG COUHTTIIES, Ilf PllIl.'t.'ICULll.l1 Tl:IC DISCEmUNG OF l"EA'llURES WITCH COUIJ)

PROVIDE GUIDA1JCE IH OFCl1A.'.rIOlJS RCLNflING '1'0 DEB'i' PROBLEHS"
(Jlg~nc1g item 2)

20. The spokesman for GroU]? J3 stated that past experionce had shovrn that if
acute problems for developing OOc~trics arose, the international system
responded positively to alleviate them. He cited the reoGnt satisfactory
conclusions of creditor club :resclledulincs f01' two developing c01mtries.

21. In speci:fi('\ response to the request made by the experts from the Group of 77
for deto.ilG. on 2.ct:i..or; l;nde:rtaken uncler the Special Action Programme alIDounced
at CIEC, the spolcesman fnr Group D, 011 behalf of that Group, emphasized that the
Programme was conceived exclusivelY in the. context of efforts to assist individual
low-income developing countries to meet their immediate needs for additional aid,
stressing that the Programme in no way constituted generalized debt relief.
Subsequently, experts from Group D cOlUltries informed the Intergovernmental
Group of aetions lllldertal;:en by participants in CIEe in order to implement the
Special Action Pro~ramme and described in a conference room paper submitted
during the session~.

22. The expert from Sweden recalled that the relief part of the Special Action
cornmi tment in GlEe nOvT \'TaS included in a la.rger \'!ri ting off exercise of all ODA
debts owed to Sweden by least developed and most seriously affected developing
countries, and that the introduction of a Svedish memorandum at the present
session lQ/ should be seen as a follow-up of this action.

23. The experts noted that the Netherlands had in 1977 - eCl previously, in
1975 and 1976 - given debt relief to the least developed ~~d most seriously
affected cOlUltries vri thin the group of 17 so called "target" oountries on "hi-ch
the Netherlands conoentratecl i to bilate~~a1 development programme. Theoc
measures were in no way related to the IiTetherlands contribution to the Special
Aotion Programme.

21 See annex I.A, in TD/B/685/Add.l

121 See Annex I.C, in TD/B!68S!Add.l·
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24. The spokesman for the Group of 77, noting the Special Action Progrmmne
announced at CIEe and the statements made in this connexion, pointed out that
the experts vrho h8,(1 spoken on this matteJ~ had all l'ecognis'Ad that the 'Special
Action Programm<= ;,-ras not in itself a meE,,~ure of debt relier, but a symbolio
addi tional t:cansfer of resouroes to the 1.1001"81" tlevelOl)ing cOlmtries. li01'l€Ver,
in the vie'" of the Group of 77, it coulel not be d.enied that 80m8 coun'tl'ies had
adopted measures whieh 118re .clearl;)T. in the nature of debt relief. '2hese measures
constituted actions in the field of inclebteililGSS and Wore appropriate subjects
for review at the present session, He noted that the Group of 77 had all'eady
expressed appreciation for the actions of i;1lOse oOlmt:ries that had granted
additional aid through the Special AotionProgranune. Ho,·rever, for the p1.U'poses
of the revievl he reI t that oXJ}y debt relief meaSlU'es could be taken in-to acoount.
In general, ht'" referred to the position of the Gl"OUP of 77 as se t out in an
earlier statement and in "~he posiUon paper snbmitiieci 'hy his Group. 111
25. The GloOUp of Expe:rts cOl1siclel'ed the discernil'lfj' of flO1atm'es '''hich could
provide guidance in operations relating to debt problems l)oth under this agenda
item and 'Lu1.der agenda item 3. .An acoount of the discussion on this subject
is given in the remainder of the pl'ecent chapter.

26. The spokesman fOl~ the GroUJ.) of 77 noted that the Group of 19 had made a
proposal at GIEO conoerning @,'uiclelinos for future debt reorganization. The lack
of agreed principles in debt l"eorganization ,vas symptomatic of the absence of a
workable system for international financial co-operation 'V"hieh 1tJas consistent
with, and s'Llflportive of, the International Development StrateGY and the Ire,,,
Intenlational Eoonomic Order. In the vim'! of his Group, the present
international system of debt reorgani~ationwas chalBoterized by ~le following
shortcomings:

(a) Debt relief was often delayed until the last stage of financial difficulties,
when it I'ras already too la'l;e for the countr;)r to r800"or its l'ate of g:ro'l'l-th.
Present practice was generally to 1°e8pond to debt relief 'only in cases of
aoute debt o:I'-Lsis.

The conditions 'Lmder which debt relief was provided were too severe.(b)

(c) Debt reorganizations hadl;:'lkf:m. pl;(,c: in" the; past aY'. ::1.11 ac'l h'~c bar::;.:L.l'i 1.1,11cl in
"~he light of short-tG11n consider8.tiol1s iv,it11'()ut pJ.'(1v:'..cling lone-teuJ.
solutions to t1;J.e debt problems of debtor cO'Lmtries.

(d) fue clear distinotion clrawn bet"Jeon debt relief l1rovidec1 to faoili tate
the correction of balance-of-pa;)'111ontEl c1ifficulties, on tl18 on8 hand,
and provisio'l1 of development· assistanoe; on the other~ had brought about
a disregard of tho development lWOSpf;cts Md needs of the debtor
countries in such renegotiations. Debt l'elief had in most cases been
provided 011, connnGTcial or quasi-.comme:ccial terms.

(e) Multilatel~al debt reneGotiati.on exercises had to be foll0\'wd up by
bilateral negotiations between eaoh cT8ditor Goverru1ent and the debtor
COUl'1try wi th a vie't'l to reaching agreoment on tGl"llIS of the clol)t relief.
This created problems of inteI'J.JretatioJ:l of original multila.teral agreements

1-1/ See arm8X II, in 'r:O/D/6f35/1I.dd.2.
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ancl :resulted in delays 'rJhich cOnl}Jlicatec1 the debt si tua tion of the debtor
cOlmtrieo.

(r) Short-tenn analysis of the economic situation of the debtor country as
praotisecl in the past tended to hic;hliglYC the immecliate domestic factors
and policies at the expense of the tmclerlyinG external factors at ''!OTk
prior "1:;0 the emergence of' a orisis si hlation. 1'0 oorreot this shortooming,
the anal;}rsis should give adequc'l,.tc oonsideration of the dobtor oOlmtrr's
long-term oa1'i tal requirement:::; and Gl~ovrth IJrospec ts.

(c;) There ",as a lack of insti tutional a:rrangements fOl' dealing' vd th pl'ivat8
loans not [,1'"Llara,nteed l.1Y c;ovc,rnments. H should be undorlined that such
loans had, in the recent )?8,st, been the Gloct d;ynamio componen'l:; of total
financial flou8.

27. The proposal made at Paris by the GroUl) of 19 ',as intended to remedy these
shortcoming::;. ':i.'hey hael been :n3itera.ted by the Group of 77 at the first session
of the Intereoverrimental Group of E:rper"k;. They reflected the obvious noed to
reorient and reform tho prooon-t system ,d th a Viel-T -Co the reneG'otiation and
reorganiza-tion of the dc1.l-[;s of dovelopinG' cO"LUltries in thG cont8J:t of international
development goals and taxec:d;s.

28. In the vicv of the experts from the Group of 77, this l1oulc1 involVG the
following:

(a) FutllT€' debt reol"eanization shoulc1 l)e 08tablis11ed in the contoxt of
international co-operation ~1d JevGlopment.

(b) The debt probleIil of any d.uveloping countr,Y should, not "be usccl by the
developer} creditor cOl.ll1triec~ collectivel;}" 01' individually, ao a tool to
.infringe upon tIJe sovereign and j.nalienable right of anx developinc;' debtor
country to choose its economic, aD uell as its political, 80cial and cuItm~al,
systems Hi thout QutrJic1c into:ci'erence, coercion or thr-Ja t in an;y fm'Ill
whatsoever.

(c) It was also the e:xclusi VG riGht of the developing debtor cOlmtry to initiate
international aotion to obtain debt reorganization and relief.

(d) International aO tion fJllOUlcL "be talcen earl;y-, before the occurrence of a debt
criDis.

(e) Analysis of tho economic flituatioJ.l of' the developing' clebtor cOlU1try should
be carried out \Vithin the frameHork of internationally aGreed development
targets.

(f) The analysis Dhould Imy due aocotmt to the .impact of external factors (for
instance, termf~ of tl'ac1e, international recession and inflation, drought,
etc. ).

(g) rrhG analysis shoulll :CGs})ect the development plans and naiional priorities of
the debtor oOl.mtry.



TD/B/685
TD/AC.2!lQ
page 13

(h) International action should be completed expeditiously and enSLIT€ debt
relief, together uith additional development finance, in order to restore
the developing debtor cOlmtry to j ts development pat> and to increase its °

10nG-t0rm capac5 ty to s(~rvicc its debt obligations.

(i) International machinery should be established for periodic regular revie\'fs "
of the economic oi tuation of the d(1)tOl~ country and "monitoring of the debt
reorGanization.

(j) 11l:Qtilateral developmentfinMce institutions Hould be called upon to commit
additional reoources in appropriate forms toward the objective of future
debt reore~1ization of interested developing debtor cOlmtries.

29. The eJeperts from the Group of 77 felt that there vTas scope for cliscerning
common featuTeo, nor~lS or b~idelines fr~n the proposals of the Grot~ of 77 ro1Q
the joint EEC/United States proposal read together with the note on this subject
by the UNC'l~D' secretariat (TJJ/AC.2/9 and Corr.l) and suggested that informal .
contacts behmen experts from the various croups could Elerve a useful Pur:P0se
in identifyil1g such co~non elements. Such an exeroise could provide a good
basis i'or furthor discusrJions at the second part of the ninth ocssion of the
rrrade and DevelolJment Board, in JOanuary 1970, to be held at the level of senior
officials.

30. The spokesman for Group 13 stated that in the Vie\'l of his GTOUp each case
of indebtedness required to be considered on its O\nl merits. ~be joint EEC/
Uni ted States propoEml presentod at GIEC, and reproduced in an allliO:X to the
Grol~ n position paper, lR/ was significant mlll constructive and safeguarded the
relationship be"h-Teen clebtor and credftor cOlmtries. His Group Has surprised
and disappointed that it had not been adopted at CIEC. It distillglushed two
types of debt situation - situations of clebt crises ioThich involved default and
imminent clofault as \Jo11 as s~r:Lous balance-of-pa;puents difficulties in 'l-lhich
debt servicing r1ayec1 a major role, and situations of a lO">-1g'er-term nature \"hich
involved structural, financial, and transfer-of-resources probloms and "rh01"8 an
adverse balance-of-paymonts structure hampered development. He reiterated that
the proposals put fonvard by thG Group of 77 in this context differed conceptua1l3r

fron those in the EEC/United States approach. .

31. The spokesman for Group B sUlThJal~izccl the position of his Groul1 aB fo11o"VlS:
Group B experts recognizeQ that eJeternal borrowing was both nonnal and responsible~

and that it ww an integral component of the effortG of developing c01.mtries to
promote their economic i'lelfare. 'orhey believed that much of uhat' 'toTaS ctu~rently

referred to as "debt problems" i.,ere oGscmtially general balance-of-payments
problems 1:Thich had been somo'tolhat arbitrarily assumed as being due to dc:.1bt
service payments, on the grounds that the se consti tu.ted a oonb~actually fix ed,
8J.1d thel~efore :l"i.G'ic1, element in thG .balance of payments. iro meet such
balance-of-paynrents problems, the '\1hole spectrlull of economic management oame
into play, includin&" efforts to strenGthen domestic perfol~ance, increase export
earnings, SGCUl'8 ext8~"'11al resources, etc. Only if a COlmtry hacl exhausted these
possibili tie8 did i tf) del)t-service payments become a problem. In assessing

1£/ TD/D/685/Add.l, annex I.B; appendix I.
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future prospects, the experts from Group J3 otressed the great variation in
individ.ual oountry si tuatiol1s and. cOnS(:'Hlucntly the key importance of
country-by-country analysis.

32. In the vic}H of the eJ(:pel~ts from Group B, the d.ebt problems of developing
countries in the peTspectivc of their development objectives HOTe not General,
and should be manaGeablo. rPhose m(portB furthel" agreed that the teI'ffi,n and
oondi tions of present and futlu~e lE:nding should tal<:e into accOlmt tho special
si tuation of the poorer developing c01.U1tries Hitll a ] imi tecl export grmJth
potential and a limited acoess to capital lnarkets.

33. The experts fTom Grolxp J3 further believed that the in-I;ernational system
had responded posUivel;~r in alleviatinc acute debt problems and expected i t ~o

do so in the future. Their assessment of the c1.U~:rent clebt situation, its
evolution and i t3 IJrOsp8cts confirmed the pertinence and value of the proposals
submitted at cme by the EEC and t118 United States concerning debt crisis
situations ~~d situations of a longor-tenn natUl'8 involving structural,
financial and t:rai18f'er-of-re80111~cesproblems ,-lhere an adverse structure of
'balance of pa;}'rnento hamporecl devolopment. They believed that detailed
compa:rison of the United. States/EEC proposal at CIEC (annexed to the position
paper of Group D) ui th tho llroposalo endorsed by the experto from the GrOllp of 77
,-lOuld, to say the ·least, b::;~ premature Binco the differenc-es: boh.,oon the two
Groups ,-rere conceptual in natu.:ce and fundamontal in applic8.tion. The experts
from Group B diel noi; reaard G811Gralizec1 (lobt relief as an efficient fonu of
resource transfer. In essoncG, their Dod tion vTas first~ that the Sl tuation
of each cotmtry concerned roq"uirecl to be considered upon its own merits, and
case-by-case ~ second, that its ;i.nde'btedness should 1;0 examined in the conteJ:t
of a range of othor economic faC"l;oJ.'s; and thircl, that separate arl~angements

were required for cases of acute (default) situations, on the one hand, and
for longer-ten1 (strllct1.U"al) situations, on the other.

34. 'lhe expert from S"lGdell stated vlith respect to guidelines/features, that he
fully recognized the pertinenoe and the value of the l'roposals submitted 'by the
EEC and. the Hni ted States. He hoped, nevertheless, that it vould be possible
to find a compromise on t110 basis or both the EEC/Uni tecl StateG text and the
proposal of the Group of 77, since both propos3.1s, in his vie1T, containod many
useflU elements.

35. The rep:reselltativo of Greece clrci-T attontion to a proposal by his
authorities l~e..;ardinlS the establishm_en-t; of an insurance and guarantee scheme
for borrm"ring by developing countries.

36. The spokesman for the experts from Groul) D said that in their vie-u the
starting point in determining iVayn of solving the (lebt problem must be the
need for an. integrated tU1.d realistic approach. Important elements in such an
approach 1;-rere allo,-Tine; for the particular situations ancl conditions of individual
developing cOlmtries an(l their policies, and the ten11f: and conaitions of eJeternal
financial assistance ouch cOln1tries received. NOT could the fW1damental
differences be overlook'oo l)Gh,CCl1 the crodit policies of the sooialist c01.U'ltric[l
and those of the dev(~J.oped narket-oconomy countrien, ,vhich derivod from the
nature of the relations uhich tho:::;e tirO groUl)S of countries had i-Ti th the
developing countries.
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37. A fUJ.~thGl' IJ::CGl'eqlusi te for a bl'oac1 and integratec1 approach '\'las that
mcasu:res.- to reGulate exten1.al ··incl.ebtoclnqs·s. should ~10t lmclcl"'lilino the devolopinG
countries I 0i111 efforts to impler,18nt their 11o.t1011Ul development pJ..~ObrarnmelJ and
consolidate tl1ei-r'poli Jdcal and. economic' i11c::epeJ.1dence. In .partict1alr, tll<')
a ttempts of neo-colonlalists to exploit t11:c i8:::me of the fJol.l,.ltiOn of the eloht
problem i'0l~ thG PUJ."lJ080G of dictatinG to~ and intorf0rinG' in the internal
affairs of, dove lopinG cOlmt::cics shoul<.l bo T€,sistGcI. A broad ai1ct comprehensi VG

approach must :!.)l'ovido i'or llllileCl.iato compensation to the developing cOll11.tl'ies
for the dD.lna~e thoy h[1(L iJuf:['tJT8cl unc1. u0111e1 continue to suffer as a rOElul t of the
cu:rrent l.'lJheavalo .in the IToTlc1 cnpi talist OC0110ffi;j', uith its infln;l;ion, ll11.sta.blo
Gxchange rat.~8, and cJeterioratincs' trade and payments situation.

30--.' Cornm(;mting on thio statement "by the; spokosnan for Group D, thQ'e:~port from
ono devGloping c01..mt:c;;r said ·cho.t hil~ country had tried ovc)r sGveral YCO,rc to
alleviate its dGot "burden vis-a.-vie: El. cleveloped CO"L1llt::'y iTIembeJ:' of 'G~~oup D but
that its efforts in that direction had lmfortunately not produced positivc
resul ts.
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Chapter III

PREPARATION FOR ITEM 3 OF THE PROVISIONAL AGENDA OF THE NINTH SPECIAL
SESSION OF TEE TRADE A~ID DEVELOPMENT BOARD AT MINISTERIAL LEVEL:

"CONSIDEPATION OF TEE PROPOSALS TTADE BY DEVELOPING COUNTRIES AIm OF
OTHER VIEWS EXPRESSEl> AT TEE FIRST SESSION OF THE INTERGOVERNMENTAL

GROUP OF EXPERTS ON THE EXTERNAL nIDEBTEDNESS OF DEVELOPING COUNTRIES,
AS REPORTED IN DOCUNENT TD/B/67011l2J

(Agenda item 3)

39. The spokesman for the Group of 17 recalled that the prop0sals of his Group
regarding immediate and generalized debt relief had been tabled at the first
session of the Intergovernmental Grou? and were contained in annex I to the report
on that session (TD/B/670). So far, Group B had not commented in any detail, nor
had it addressed itself specifically to this matter, except that in its present
position paper the conclusion had been drawn that there was no generalized debt
problem, which, in his Group's view, was unfounded. The debt problems of a great
number of developing countries originated from external generalized causes which
were beyond their control. Hence their solution warranted a generalized apPToach.
Such external factors as insufficient export receipts, onerous terms of external
credits, and world recession and inflation, seriously reduced the development
prospects of the developing countries. He had already addressed this question in
his opening remarks (see paragraphs 9 and 10 above) and his Group's position was
set out in a paper submitted by Ghana on behalf of the Group of 71.1SJ Moreover,
he noted that the memorandum by Sweden (see paragraph 42 below) directly addressed
the question of immediate and generalized debt relief. Hi:3 Gr0up was grateful to
the Swedish de10gation for its positive memorandum and hoped that it would elicit
comparable initiatives from other devoloped countries, of brth Group B and Group D.
In his vievJ, the Swedish proposal suggested that attentic'\ll shC'\uld be focussed on
the official debts of the poorest countries and that geperalized measures should be
taken to cancel these debts. It seemed to him that in many respects the thrust of
the Swedish proposal was the same as that of the Group nf 77, which also suggested
that priority shonld be given to the problem of official debts of the least
develc:ped and most seriousl;y affected cOLLYltries. He poi.nted 0Ut that at no stage
had his Group asked for debt relief for all developing countries. Another area of
similarity between the Swedish proposal and that of the Group of 17 was that such
relief should be view'eel as a retroactive adjustment of the terms of official
assistance, so as to bring them into line with current standards. With regard to
oommercial debt, his Groupts proposals did not seek debt relief, but were designed
to strengthen and complement the workings of the private capital markets.

40. The spokesman for Group B said that the principal elements of the position of
Group B countries on this question were set oU,t in the Group B position 'Paper.ll!
In essence, that position was, first, that the situation of eacb country concerned
required to be considered upon its O'ffL merits, and hence case-by-case, second,
that its indebtedness should be examined in the context of a range of other
economic factors; and third, that separate arrangements were required for cases
of acute (de£aul t) situations, on the one hand, and for long-term (structural)

ill
relating

W
121

The discerning of features whi~h could provide guidance in operations
to debt pro1)lems '-Jas also eonsi.dered under agenda item 2 (see ch.Il above)

See annex II, in TD/B/685/Add.2

See annex I.B, in TD/B/685/Add.l.
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situations, on the other. Experts from Group B expressed concern about the
disappointing per capita g~owth rates of some poorer developing countries in
recent years. At ~he same time, they did not believe that c::'neralized debt
relief was an answer tn the Jrowth problem. The expert from the United States
noted that generalized debt relief was not an effecient mode of resource transfer
since it distributed benefits on the basis of past debt accumulation and not on
present or future needs.

41. The experts from the Group of 77 noted that, while the distribution of
official debt was positively correlated with the distribution of official flows,
an examination of debt service normalized by population clearly showed that it
was widely and generally distributed among developing countries and not
concentrated in a few. They therefore emphasized that generalized debt relief
on official debt would be of significant and general assistance to the least
developed, most seriously affected, land-locked and island developing countries.

42. The expert from Sweden introduced a memorandum submitted by his country
concerning relief for the poorest developing countries. This memorandum, which
related both to agenda item 2 and agenda item 3, called for ODA debt cancellation
or equivalent measures for the poorest countries. W Such action should be seen
as a logical consequence of, nr a retroactive adjustment to, the fact that most
aDA to the poorest countries was now being provided in the form nf grants. In the
Swedish view the debt problem of the poorer countries should be seen in an overall
development perspective. Given their genera~ development. situation of low
overall growth, stagnating exports ana a decline in the net transfer of resources,
it was clear that the poorer countries would continue to find even low levels
of indebtedness burdensome. He added, however, that in his Government's view,
there was no-t a generalized debt problem per se and it could not therefore accept
a generalized approach. The measures Sr'eden pJ.'oposed for the poores"C countries
did not detract from its support of the position of Group B, as set out in that
Group's position paper.

43. The experts fl'om countries members of Group D reprecented at" the session
supported the developing countries' justified demand for measures to regulate
their external indebtedness to the dev810ped capitalist countries. At the same
timl3, they emphasized that it was unjustified to extend such demands, which
stemmed from the inequitable relations between developing countries and the
developed capitalist countries, to'the sphere of credit relations between
the developing ano. the socialist countries, which were develop(3d and managed
on an entirely different basis. They also pointed out that the socialist
countries of Eastern ~urope had not participated in the Paris Con£erence on
International Economic Co-operation and did not consider themselv0s bound by
either the proposals made at that Conf(~rence or the results of i,ts work.

W See annex I.e, in r.r:D/B/685/Add.1.
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44. These experts proceeded from the belief that their countries' equitable and
mutually economic co-operation with the developing countries made it possible
to avoid the debt problems which existed in tho relations with the developed
capitalist countrios and devdoping cour.tri'3s. The special characteristics of
that co-operation predetermined all the basic elements of the credit relations
botween the socialist and the devdoping countriGs: the nature and the place of
credit relations in mutual economic co-operation, the conditions for the
granting, use e~d repaY,Dent of loans from the socialist countries; and the
machiner,y for the settlement of questions of the developing countries'
inde·btednes8 to the socialist countries.

45. The nature of the socialist c0untries I credit T;:'latbns vith the
developing countri'2B "'c,S ci.:;ter;;:incK1 by the fact the;\. l02.n:.~ were granted in
the context of economic co-operation and \-,-ith the objsetivG of expanding and
consolidating that co-operation. In keeping with those objectives, loan terms
were relatively favourable to the recipients. In addition, the loans were
characterized by an emphasis on increasing productive capacity which in turn
facilitated, through exports, repayment of the loans. Thus, these loans were
used in the developing countries for the construction of manufacturing enterprises
and production and social infrastructure facilities. The cl08e link between
those loans and the developing countries' national programmes was also apparent
from the fact that, as a rule, the loans were paid off through the export of
products from the developing countries. In this way, loan repayment served as a
means of stimulating the developing countries' exports.

46. The special features of the machinery for the socialist countries' credit
relations vli th the developing countries ,,!ere to boO! found in the fact that loans
were normally granted within the framework of bilateral intergovernmental
agre8ments on trade and economic co-operation. Consequently 9 negotiations on
the settlement of external indebtedness viere also conducted on a bilateral,
intergovernmental basis. Experience had shmoJl1 that the reaching of agreement
at the intergovernmental level ensured the effective and mut'.lal1y acceptable
settlement of pro"bleme of external indebtedness. The range of distinguishing
features of the socialist countries I credit relations vlith the developing
countries was so VB,st that there was no justification whatsoever for an attempt
to solve the problem of the external indebtedness of those cOill1tries without
taking into account the credit policy of the. socialist countries. These experts
were alGa convinced that the system of credit relations and the machinery for
the settlement of debt questions which existed between. the socialist countries
and the developin~ cou.ntrj.es were in the interests of both partners.
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Che.pter IV

ORGANIZATIONAL MATTERS

(a) OpeD_~ of the session

47. The session was opened on 5 D()cember 1977 by the Chairm~ of the Group,
Mr. M.H. Khan (Pe.kistan). The Chairman and the Secretary-General of UNCTAD m2de
introductory statements at the opening of the session (see pe.ragraphs 4 - 8 above).

(h) Officers

48. The Group having been HclvisGd thE'"t the Rapporteur, Mr. H.P. Wiesebach (Federal
Republic of Germany) was unable to ba present at the session, elec-ted as Rapporteur
in his stead ~IT. G. Langer (Federal Republic of Germ~r). The officers of the .
Group at its second Ression were thus:

Chairman:

Vice-Che.irman:

Rapporteur :

I~. M.H. Khan (PakistDn)

Mr. A. Chekhutov (USSR)

1tr. G. Langer (Federal Republic of Germany)

Adoption of the agenda and organization of work
(Agenda it em 1)

49. At its opening meeting, on 5 December 1977, the Group adopted the provisional
agenda drawn up by the Uf\TCTAD secretariat (TD/AC.2/8). Accordingly, the agenda
was as follows:

1. Adoption of the agenda and organization of work.

2. Preparation for item 2 of the provisional agenda of the ninth special
sossion of the Trade and Development Board at ministerial level:

"Pursuant to Conference resolution 94 (IV), review of actions concerning
the indebtedness of developing countries, in particular, the discerning
features which could provide guidance in operations relating to debt
problems."

3. Preparation fOT item 3 of the provisional agenda of the ninth special
session of the Trade and Dnvelopment B08.rd at ministeriHl level:

"Consideration of proposals made by developing countries end of other
views .expressed &t the first session of the Intergovornmental Group of
Experts on the External Indebtedness of DAveloping Gauntries, as reported
in document TD/B/670."

4. Other business.

5. Adoption of the report of 'the Intergovernmental Group.
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(d) Attendanoe 111
50. The followinr states Membors of UNCTt1) WGl'8 represented at the session:
Algeria; Australi2.; AustriR, B2.ngladGs1:; B81giu1!l; :Bu-r.unr'lii Canada; Chile;
Colombia; CZGchoslovakia; D~ru~ark; Ecuador; Egypt i El Salvador; Ethiopia;
Finland; France; GaboD; GermnnY1 Fedoral Republic of; Ghana; GrcQce;
Guatemala; Guinea; HungeTY; Indio., Tsn.el; Italy; Je.P.laice.i .Jape1l; Libyan
Arab Jamahiriyai LUJwmbourg; NE'.dagascE'.r; Ma12.ysiai Mr~xico; Netherlands;
New Zealand; Nicaragua; Nigeria; Fekistan; Philippines; Poland; Romania;
Spain; Sri Lanka; Sudan; Svreden; Sl'Jitzerland; S~rrian Arab R';:;public; Trinidad
and Tobago; IJ.1unisia; Turkey; Uganda.; .. Fnion of Soviet Socialist Republics;
Uni ted Kingdom of Great Brita.in and Northern Ireland; Hnited Republic of Cameroon;
United States of America; Upper Volta; Venezuela; Yugoslaviai Zaire.

51. The fnllowing other states M,)mbers of DNCTAJJ were represented at the session:
Al'gentina; Peru.

52. The following specialized agencies were ropresented at the session: World Bank;
International Monetary Fund.

53. The following intergove:rnmental organizations were :represented at the session:
Council of .Arab Economic Unity; EuroIJeen Economic Community; Inter-American
Development Benlq Orgcnisation for Economic Co-operation and Dc~vGlopmenti
Orgoolization of African Unity.

(e) Adoption of the report of the Intergovernmental Group
{Agenda item 5)

54. At its closing meeting,on 16 December 1977, the Intergovernmental Group adopted
its draft report (TD/AC.2/L.2 and Add.l) with a n~ilier of amendments, and authorized
the Rapporteur to complete the report as appropriate.

111 For the .list of participru1ts see TD/AC.2/INF.2.
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ANNEXJ£:S

Jcnr':x I

:'.)1~.Fi;3S SUBMITTED TO THE INTERGOVERNMENTAL GROUP OF EXPERTS ON BEHALF OF GROUP B AND
BY THE UNITED STATES OF J~RICA Al{D SWEDEN~

A. Special Action Programme (pe.per submitted by Group B).

B" The debt situation of cl'2:veloping countries (submitted by France on
behalf of countries members of Group B).

C" Memorandwn submitted by Sweden.

Il. The non-·OPEC least cl.eveloped countries: Extornal debt positions and
:prospects (paper submitted by the United States of .America).

[The text of this annex i:3 contained in TD/B/685/Add.IJ

.f1.nnex 11

DV..?':: PROBLEMS OF DEVELOPING COUNTRIES (paper submitted by Ghana on behalf of
trl': Group of 77)

[The text of this annex is contained in TD/B/685/Add.2J

Annex IH---_.
POSITION OF THE EXPERTS FROM THE SOCIALIST COUNTRIES OF GROUP n.

[The text of this ;:mnE1X is contained in 'rD/B/685/Add.3J
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Annex N

CHECK LIST -'F DOCUMENTS

Document symbol

TD/AC.2/8

TD/AC.2/9 and
COTr.l (English

only)
TD/AC. 2/1. 2
and Add.l

Title of document-..e.---C-__-'-._._

Provisional agenda and ennotat ions - Note by the UNCT.AD secretCll'iat

Selected issues relating to the establishment of common norms in
future debt reor6anization - Note by the UNCTAD secretariat

Draft report of the Intergovernmental Group of Experts on the
External Indebtedness of Developing CountriGs on its second
session

List of participm1ts

The non-OPEC less developed corrntries: External debt positions
and prospects. Paper submitted 1)y the United States of America

TD/AC. 2/INF. 2

TD/AC. 2/CRP.1 Y
TD/AC. 2/CRP. 2
and Add.l IJ:!

TD/AC .2/CRP. 3 ~

TD/AC.2/CRP.4 Y

Group B special action programme

The debt situation of developing countries.
on behalf of countries members of Group B

Memorandum submitted by Sweden

SUbmitted by Frence

TD/AC.2/CRP.5 El

TTI/LC.2/CRP.6
and Add.l sJ

Position of the experts from the socialist countries of Group D
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