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The meeting was called to order at 3 p.m.

ELECTION OF OFFICERS

1, The CHAIRMAN informed the Committee that, following informal consultscions,
Mr. Finn Jonk (Denmark) ani Mr. Oscar de Rojas (Venezuela) had been nominated for
the two offices of Vice-President and that Mr. Boris Goudima (Ukrainian Soviet
Socialist Republic) had been nominated for the office of Rapporteur.

2. Mr. Finn Jonk (Dermark) and Mr. Oscar de Rojas were elected Vice:-P.aesident by
acclamat. on.

3. Mr. Boris Goudima (Ukrainian Soviet Socialist Republic) was elected Rapporteur
by acclamation.

>

4. The CHAIRMAN informed the Committee that the programme of work approved by the
Second Commit.tee was contained in document A/C.2/41/L.9. Although the list of
speakers in the general debate would be closed at the end of that meeting the lists
of speakers on other items of the agenda would remain openy he urged all members of
the Committee who wished to inscribe themselves on those lists to do so as gooun as
possible.

GENERAL DEBATE

5. Mr. RIPERT (Director--General for Development and International Economic
Co-operation) expressed the !*  that the outcome of the East-West meetings and
subsequent progress in disarmament and other negotiations ~ both within the United
Nations and elsewhere - would give inta.national negotiations on growth and

¢ .velopment the sharp political impulse which they needed. The Ministers of
Finance and Development had pointed out in Washington, that the recent decline in
the growth of the world economy was, with characteristic asymmetry, affecting
developing countries more severely than developed ones.

6. Fortunately, after 12 months a consensus seemed to be emerging on three broad
policy orient: ‘ions: (a) that correction of majo. imbalances within industrial
countries and closer co-ordination of their individual policies were essential for
stahility and for steady globhal economic growth while structural adjustment
proceeded within those countriesy (b) that while developing countries must adjust
their economies to changing conditions, such adjustment must take place in a
context of growth and development, particularly in indebted countries. The
internacional community should asupport {:hat process especially by providing more
open markets and ensuring an increased flow of finance to those countriesy (c) that
special effortes needed to be made for the low-income countries - especially, but
not exclusively, in Africa. Building upon the work of the Economic and Social
Council and of the Trade and Development Board, the Second Committee must
strengthen and give impetus to concerted international action by helping to
reconcile differences which might exist or subsist in different areas.
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7. With regard to the indebted developing countries, increased flows of private
and public finance were of fundamental importance. The previous year the
developing countries had made a net transfer of resources to the developed
countries in the order of $31 billion (reflecting $54 billion in interest paym:nta
alone). It was no wonder that the debt/export ratios had worsened when a
sabstantial part of the savings of the debtor countries had to be devoted to
servicing their external debts rather than to growth-oriented investment.

8. A more lasting solution to the debt problem must be found as part of a
political consensus based on shared responsibility of all parties concerned. Ways
must be found of reducing .he interest cost, directly or indirectly, and
rescheduling of both pnblic and private debt must be lengthened. Commercial banks
and export credit agencies must be more forthcoming but governments must also
encourage such measures tirough regulations and legislation Direct investment
must he encouraged and facilitated by mechanisms like the Multilateral Investment
Guarantee Agency (MIGA) and the prompt adoption of the Code of Conduct on
Transnational Corporacions.

9. In the case of low-income countries, particularly African countries, debt
write-of f measures must he taken by Governments since a large part of their debt
was official. Official development assistance must be increased to all those
countriern; multilateral agencies had already taken steps to that end. It was also
necessary to significantly increase the effectiveness of such assistance through
greater co-ordination and, as had been emphasized by the Development Committee of
the tlor1d Bank and the International Monetary Fund, total bilateral and
multilateral assistance must he increamed. The move towards an agreement on the
eighth replenishment of the Internatioral Development Association was to be
welcomed, but the sum contemplated representea no real growth as compared to
previous replenishments.

10. A more vigorous expansion of international trade was closely linked to global
economic growth. At t.:e Punta del Este necting, not only had a compromise been
achieved between the key industrial countrier, - which was essential - but the
concerna and priorities of developing countries had also heen taken into account.
Subseaquent negotiations, including those in the agricultural sector, must seek to
provide early additional access to various markets for developing countries. The
progreasive roll-back of protectionist measures already agreed upon must be
carefully monitored.

11. The presc... and prospective situation of commodities was unacceptable. The
international (:inmunjty needed to ponder on the wisdom of providing developing
countries with additional finance only to have it wiped out by the deterioration in
the terms of trade. Agreements along the lines of the recently concluded cocoa
agreement should be pursued for other commodities. The Common Fund should be made
operational. Likewise, the compensatory financing Zacilities, including STADEX,
should be enlarged and liberalized as a matter of urgency.
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12. The agreement achieved in the Trade and Development Board the previous week
had qiven a positive impetus to preparations for the seventh session of UNCTAD.

The General Assemhbly, when considering the report of the Board, would have an
opportunity to encourage a harmonious build-up of that work. A successful
conference would be a great contribution of the United Nationa to solving several
ptoblems of concern to many Member States. It was essential that, as proposed, the
seassion should include a ministerial phase. Conaeauently, 1987 would not be an
appropriate moment for a possible minigterial session of the Economic and Social
Council.

13. If growth and development were to be strengthened rpecial attention would have
to be given to enecrgy as had been underlined once again in the report on the third
seasion of the Committee on the Development and Utilizaticn of New and Renewable
Sources of Fnerqgy. Those resources played a crucial role in rural areas of
developing countries where better conditions of life were needed in order to
improve agricultural production and women's working conditions. The Second
Committee would also :onsider a report on the enerqy situation in developing
countries. It was necessary 2180 to analyse the global energy issue. There was
room for concern due to the prevailing excesaively short-term horizon. While lower
oil prices benefited the consumer countries they had led to a decline in
exploration and a resurgence in consumpticn. The critical parameters of the global
energy issuve should be periodically discussed in the United Nations in a long~term
view.

14. The Committee would also address issues relating to the situation in Africa.
The Programme of Action which the United Nations had adopted in June provided a
broad framework for action by the African Governments and the international
community. The Secretary-General had made arrangements for monitoring the
implementation of the Programme and a United Nations Steering Committee had heen
eatablished and a Special Adviser designated.

i5. Organizations and agencies of the United Nations syatem were reviewing their
activities to ensura that they were consiastent with the main thrust of the
Programme. Consultations had just taken place between the Secretary-General and
representatives of the Organization of African Unity and African Governments
continued to make progress in implementing adjustment programmes and policy
reforms. However, external resource availablility remained a major constraint. At
its most recent session the Development Committee had urged multilateral and
bilateral agencies to assist in implementing the United Nations Programme for
Africa and the Secretariat was orqganizing informal consultations in order to keep
all interested delegations informed of developments ir that area.

16. Higher levels of growth and development were essential. While the issues that
he had raised covered the medium 2nd immediate term, the United Nations must go
beyond that and prepare for long-term structural change. The attempt to bring
about a new international economic order had not generated sufficiently wide
agreement, but that should not prevent the international community from adopting a
pragmatic approach to structural problems, such as international monetary issuen,
quided by the need for greater stability, predictability and security in the
internationzl environment.
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17. The emphasis on the international environment was not inconaistent with
continued attention being given to the reaquirement for sound dumestic economic
policies. In the industrialized countries discussion had focused on controlling
inflation, monetary stablility, improved fiscal management as well as on structural
change designed to remove rigidities. In many countries derequlation and
privatization had been regarded as part of the structural change. In the
developing courtries too, the focus had turned towards controlling inflation,
reducing fiaca} deficits and providing economic incentives, giving greater emphasis
to agriculturs aud to human resources, and fostering private ini’ {atives through
qgreater relirnc:e o1 market forces.

18. As consenrurs was more difficult to ensure on some ot those issues relating to
domestic policies, agreement might be reached on asking the Committee for
Development Planning to address them.

19. There had been a sense of disappointment over the lack of concrete resulta of
United Nations activities in the economic and social fields. There waa, however,
recognition of the useful work done in the provision of technical co-operation to
developing conntries, or in special fields such as population, environment,
statistics and the role of women in development. Many representatives, especially
thome from developing countries, were disillusioned by the lack of progress on
substanti e irgsues and by the failure to arrive at negotiated agreements on the
more important issues. The global negotiations had not been launched, work on the
code of conduct of transnational corporations confronte severe impediments and, in
spite of what had been envisaged in the Programme of Action unanimously adopted in
Vienna, no viable, long-term, multilateral system had been established for
financing science and technology for development. In some cases where neqgotiations
had bheen successful, they had not been fully implemented, for example in the case
of the Common Fund, or were inadeauately implemented.

20. It was not appropriate to evaluate the efficiency of the United Nations and,
in particular, of the General Assembly only in terms of the number of agreements
negotiated or projects implemented. The United Nations provided a unique and
universal forum for considering issues of importance to Memher States, and gave ar
impetus to negotiations being coriducted in other foruma. The significance of such
a deliherative process in the context of dramatically increased interdependence
should not be undereatimated. It was necessary to improve the exercise of those
and other functions of the United Nations. The Committee might wish to continue
the proceas of reflection which had been initiated in 1985, with the new satimulus
provided by the report of the Group of High-Level [nterg.vernmental Experts to
Review the Efficiency of the Administrative and Financial Functioning of the Unjted
Nations.

21. Interqovernmental meetings should be ‘' cused more effectively and be better
prepared. Member States shcould identify t issues which commanded the greatest
degree of interest for the varions groups and those which were ripe for negotiation
or decision-making.
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22. Likewise, greater complementarity should bhe achieved between the work of the
Economic and Social Council, the Trade and Develooment Board and the Second
Committee and reflected in their respective agendas. The general debate on the
overall economic situation should he bet*er articulated. The Committee might wish
to address that issue during the current seszion hefore the seventh session of
UNCTAD at Geneva in 1987.

23. In recent years, the Economic and Social Council, the Second Committee and the
Trade and Development Board had improved their organization and methods of work.
The documentation for the Economic and Social Council and the Seceond Committee had
been reduced and the quality of some important documents had been iaproved,
particularly the World Economic Survey and the Trade and Development Report. Other
intergovernmental hodies could adopt similar measures in the economic and social
Rectors.

24, Criticism had been levelled againat the United Nationa for adopting a large
number of resolutions and decisions without adeauate commitment to their
implementation. There was, indeed, an extremely i{nadequate response by many Member
States to the follow-up of some resolutions which had nevertheless heen the subject
of extensive and time-consuming negotiations. There seemed to bhe a consensus on
the need for more selectivity, for consolidation of proposals, for making them more
succi. ¢ and for ensuring that cequeats for documentation were more realistic.
There was a need strictly to adhere to the biennial programme of work of the Second
Committee and the Economic and Social Council and to avoid aystematic reaquestsa for
interim reports.

25. Co-ordination of the activities of the United Nations system was a matter
which had assumed great importance for many Member States. The Seccetary-General
was to submit a cmprehensive report thereon to the General Assembly in 1987, 1In
July, the Secretary-General had expresad his views on the subject in an oral
report. The Economic and So«'ial Council had taken an {mportant step in initiating
a dialogue between the governing bodies of the organizations of the United Nations
system in the field of operational activities for development.

26. At the previous session of the General Assemhly many heads of State had
ohserved that the United Nations had many achievements to its credit and had risen
to challenges and crisea in the world. 'The most recent was the apeacial sesasion on
the critical economic situation in Africa. Yet, that positive record did not
conceal the flaws and limitations of the Organization. He was confident that a
more effective intergovernmental machinery and tighter and less costly Secretariat
would emerge, but the change would remain cosmetic unless there was a determination
on the part of Member States to use the Organization to its fullest potential.

27. Mr. REED (United States of America) gsaid that the general debate was
ttaﬂitionally a time for countries to express their current views of the world
economy. Referring to recent sessions of the Economic and Social Council the
Second Committee, the Trade and Development Board, the International Monet iy Fund
and the World Bank, at all of which the world economy had been diacussed at length,
he asked whether the world had changed very much in economic terms in recent monthr
or weeka or as a result of the World Bank and IMF meetings in Washington the
previous week.
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28. His own reply was In the negative; during the same period thousands had
suffered and died from starvation ind disease and millions more had 1ived without
the benefit of basic human righta. 1In keeping with the spirit of the Group of 18
and the need to rationalize the work of the Committee, he would dispense with the
traditional general debate statement.

29. The United Nations was at a historic turning point: what was accomplished at
the current session could well chart the course up to the end of the decade and
beyond. 1In his last address to the General Assembly, President Reaagan said that
the current crisis of the United Nations was above all "a crisiasa of credibility”™.
Nowhere was that crisis more evident than in the work of the Second Committee.

30. During the fort eth session, the Committee had held 56 meetings and had
produced over 110 resolutions and decisionR. 1In the United Nationa reqular budget
for the biennium 1986-1987, over $500 million had been allocated to support the
work of the Secretariat on economic and humanitarian issves. Two thirds of the
regular budget expenditures on substantive matters were absorbed by bodies
responsible to the Economic and Social Council. The aguestion as to whether all
that effort had actually contributed to "promoting social progress and better
atandards of life in larger freedom™ had to be answered in the negative.

31. While the delegations participating in the deliberations of the Economic and
Social Council had been turning out resolutions, children had heen going without
food, water and medical care. Accusaticons had beeun exchanged while desperate
people the world over had been becoming more resigned to their plight. The hard
and alarming truth was that the end-product of the Second Committee was not
development but paper. 1In a nutshell, the pile of documents had contributed almost
nothing to economic development.

32. He calculated that the cost of the documentation produced amounted to several
millions of dollars, an amount which could have supported over 80,000 children for
an entire vyear.

33. That did not mean that the United States wished to deniqrate '‘e United
Nations or its lofty goals. The United Nations had eased the suft ring of millions
of unfortunate people. Under its sponsorship, many spescialized institutions had
been created which had contrihuted to the promotion of the economic advancement »Hf
all peoples. One need only mention in that connection the miracles performed by
UNLP, UNMICEF, the United Nations Hiyh Commissioner for Refu :es, WFP and {JHO. But
those institutiona could stand on their own, without the need for any contribution
from the Second Committee or the General! Assembly, which freguently hindered their
work and consumed their scarce resources by requesting innumerable reports. The
Second Committee had lost sight of its own goals and mandate under th2> Charter, and
must change its ways. His delea:.tion pledged to refrain from polemics, which ought
perhaps to be aired in other forums; however, it would not hesitate to defend
United States policies if they wers the subjec . of direct criticiasm.
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34. The success of the special seasion of the General Assembly on the critical
economic situation in Africa showed how much could be achieved when delegations
focused their efforts on a limited and viable goal, while at the same time
enhancing the Organization's prestige. The Committee should consider only a few
issues which might be useful from an operational standpoint, and he wish i to
suggest two priority areas: the crisis caused by locusta in Africa and the cole of
entrepreneurship and the private sector.

35. The alarming locust situation in Africa, coming on the heels of a devastating
drought, threatened to bring Africa to its knees just as the firat encourzging
crops in recent years were being harvested. But the problem was not merely an
African problem: it could spread if not dealt with in time. The magnitude of the
problem and food needs needed to he identified to ensure that timely and adequate
assistance was given.

36. Recognizing that development depended not on the transfer of resources, but on
measures to stimulate growth from within, the developing countries were attempting
to find ways to encourage the creativity and productivity of their people through
privatization, investment incentives, capital-for-debt awaps and incentives for
greater initiative within the public sector, with greater rewards than had bheen
anticipated. The United Nations should support countries that sought to encourage
domestic entrepreneurs and the development of a dyramic private sector.

37. Countcies that put their faith in their own people's ability invariabu.y
performed better and provided their citizena with higher standards of living in
greater freedom. A dynamic private sector had turned some countries into meccas of

economic activity that promoted the cr+ation of employment and improved living
conditions for all.

38. He strongly believed that the Org. tzation's prestige would be re-established
if all delegations rededicated themselves to the goals of the Charter, seeing in
development not a political game, but an opportunity to leave a worthy legacy to
future generations.

39. Mr. GOLOB (Yugos.avia), speaking on behalf of the Group of 77, referred to
recent important meetings that had been held for the purpose of considering
international economic imssues and reaching agreed conclusions. 1In that way, the
developing countries had prepared themselves for their discussions with the
developed countries during the current session of the General Asrembly.

40. The problems of the world economy, particularly those which affected the
developed countries, wre extraordinarily complex and could not be solved easily or
quickly; the Group of 77 would continue to inasist, as it had done on many
occasions, that there should be no respite in the search for solutions.

41. By the end of 1986, the external debt of devaloping countries would total

almost $1 billion, neasly twice the amount « € their total exports of goods and
services. Gross interest payments would amount to $65 billion. More than
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$400 billion of debt would fall due during the next five years. The debt/export
ratio of capital-importing developing countries had incressed from 174 per cent

in 1982 to 210 per cent in 1986. The growth rate of the world economy had slowed
from 4.2 per cent in 1984 to 2.9 per cent in 1985. Real non-oil commodity prices
a8 a whole had fallen to the lowest level since the Depression. The export volume
of developing countries was stagnant, and those countries remained largely excluded
from private capital markets. At the same time, the net transfer of resources of
the capital-importing developing countries, which had hecome negative after 1983,
was estimated to have exceeded $30 billion in 1985,

42, The Secretary-General rightfully atated in his report on the ex{ernal debt
crisia and development that those occurcencer had heightened political concerns.
Paradoxically, as the situation worsened from year to year, nothing was done in the
General Assembly to stop or reverse those negative trends.

43. During the fortieth anniversary session of the General Assembly, the Group

of /7, encouraged “v the poaitive statemen made by moat of the Heads of State or
Government in attendance, had put forward a number of i{nitiatives on the moat vital
issues, but all had met with the same fate: no agreement had been possible.

44. The Group had hoped that something might have been done at the resumed session
of the Second Committee during the first half of 1986, or at the sersion of the
Economi- and Social Council. Unfortunataly, some developed countrie: had persisted
in their opposition to any substantial action within the framework <. the United
Nations, preferring to promote their own co-operation; which was understandable,
with a view to deciding aqueations of concern to all countries, which was somewhat
less understandable. Such conduct undermined the independence and sovereignty of
other countries and overlooked the fact that, in order to overcome the deep
structural discortions of the economic situation, all countries must participate
fully in the decision-making procesas.

45. He recalled that the major developed rountries had abandoned the multilateral
perspective from which, in the past. they had participated in the development
consensus contained in the new international econcalc >rder, the International
Development Strategy and other programmes. Ever since the appearance of the firat
signs of economic crisias, the Group of 77 had continued to emphasize the need to
reactivate the economic growth of developing countries through greater
international co-operztion. However, those initiatives had heen reaisted. The
bilateralism and unilateralism of the moast powerful had shifted the bhurden of
economic adjustment onto the developing countries.

46. The choice of socio-economic system and form of development w.as a sovereign
right of every country, and ditferances in that regard should not constitute an
obatacle to international co-operation, since external economic tcends affected
everyone equally.

47. If the efforts made by debtor countries to meet their external obligations
were to bear frult, it was essential to, inter alia, bring about a recovery of
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commodity prices, reduce interest rates, increase the flow of resources, facilitate
accerss to the markets of developed countries and stahilize exchange rates. That
must be accomplished through a political dialogue between the Governments of the
developed countries, international financial and banking inatitutions and the
developing countries, in a spirit of shared responsibility.

48. The problems of money, finance, foreign financial flowa, trade and development
were interrelated and required parallel and siwulcaneous golutiona. However,
nothing had heen achieved to date; it was therefore in the general interest to
initiate preparations for the convening of an international conference on money and
finance for development. The Ministers for Poreign Affairs of the countries
members of the Group of 77, in a declaration adopte i recently, had strassed that
the increasingly interdependent character of the world economy and the
interrelationship of problems urgently required the exploration of various options
for reaching agreement at the political ievel bestween developed and developing
countries for co-operative action to bring ahout baianced and equitable world
economic growth and development.

49. Recalling the critical economic situation in Africa, he said it was a matter

of urgency that the international community should mobilize the necessary funds and
take appropriate measures for the total and effective implementation of the United
Nations Programme of Action for African Economic Recovery and Development 1986-1990.

50. The seriousness of the least-developed countries' socio-econumic situation
demanded that the international community should intensify ita efforts to bring
about their short-term recovery and long-term development. Effective measures with
specific deadlines should be taken for the implementation of the Substantial New
Programme of Action.

51. Mr. VRAALSEN (Norway), speaking on behalf of Denmark, Finland, Iceland, Norway
and Sweden, observed that there had been some changes of attitudes and some
progress in areas of fundamental importance for long-term development, namely,
environmental protection, population, food production, health, and the integration
of women in the development process. The Wocld Conference to Review and Appraise
the Achievements ~f the United Nations Decade for Women, held in 1985, and the
International Conference on Population, held in 1984, were good examples in that
respect, as were also the decision of GATT to launch a new round of international
trade negotiations, and the special session of the General Assembly on the critical
economic situation in Africa.

52. Despite that 1liwnited progress, the globhai situation remained gloomv. More
than SU0 million children and adults were suffering from chronic malnutrition and
over 800 million were living in abnsolute poverty, a crisis that could not be
overcome thrcugh international laissez-faire. 1Instead, there was a need to
intensgify multilateral efforts in order to achieve collective solutions to
development problems on the basis of interdependence.
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53. While the international economic situation showed no prospects for long-term
growth and development, there was room for cautious optimiam. Inflation had been
reduced, exchange rztes had been brought closer into line with economic conditions
and incerust rates had dropped significantly. However, so far as the developing
countries were concerned, all of that had been cffset by the considerable worsening
of the terms of trade, primarily owing to low commodity prices. The aconomic
environment must be improved in order to ensure more stahle and sustainable
economic growth for the benefit of developing countries in particular.
peflationary trends must be resisted and better policy adjustments and
co-ordination in and among the industrialized countries must be achieved in orger
to revive the process of non-inflationary growth.

54, The most immediate and pressing economic problems should not obscure ' he need
to safeguard the environment for coming generations. He was confident that the
report of the World Commission on Environment and Development would prove a useful
basis for that purpose.

55. One of the most important current economic and political problems was the
indebtedness of many developing countries and the heavy burden it represented. The
Nordic countries believed that debt problems must be addressed by means of a
coherent long-term growth strategy which built on and supplemented the traditional
rase-hy-gase approach. For some of the poorest countries the possibility of debt
relief must be considered. Some of the Nordic countries were considering
additional official development assistance (ODA) contributions. The debt problems
of the developing countries were not just financial probilems; they involved issues
such as trade and commodities. Consequently, a sectoral approach could not solve
the long-term problems. A improvement in the external environment was reaquired to
trigger a rise in investment, income and hence savings, together with greater
domestic efforts.

56. The Nordic countries were aware that net inflows to developing countries were
of vital importance and therefore supported the strategy for growth and development
within the framework of IMF and the World Bank, a strategy which clearly recognized
the need for increased lending for economic growth in the heavily indebted
countries, They also welcomed the prgress made through the agreement with Mexico,
and the quick response of the World Bank to the needs of idebted countries.
However, the World Bank needed adequate resources in order to support the borrowing
countries effectively.

57. It was in the interest of the commarcial banks to alleviate the debt problems
of t“e developing countries. Their share of net financial tlows had been
drastically reduced in recent years. On the other hand, the multilateral financial
institutions had incraased their share. IMF and the World Bank had important

catalytic roles to play with regard to the participation of the commercial banks in
their growth strategy.

58. With regard to the reorientation and reform of economic policies in many
developing countries, structural adjustment lending was a valuable instrument which
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corresponded to needs recognized by the borrowing countries themselves. It was of
vital importance that adjustment programmes should incorporate long-term
development objectives and reconcile objectives of growth and poverty alleviation
80 ag not to inCrease the hardship of the poorest groups of the population. Many
developing countries had bravely started to implement radical adjus ment reforms
and the industrialized countries should live up to the expectations raised by the
Baker initiative and particularly by the Programme of Action for Africa. The
concept of mutual responsibility, involving African countries, donor countries and
the international financial institutions, was the most important result of the

apecigl session of the General Assembly on the critical economic situation in
Africa.

59. The outlook for ODA flows in the last half of the 1980s was not favourable.
The expected fall in the ODA/GNP ratio meant a backsliding from the targets to
which the industrialized countri:'s had committed themselves. The Nordic countries
would urge all countries to increase their CDA and to accelerate their efforts to
reach the internationally agreed targets of 0.7 per cent and 0.15 per cent of GNP.
Despite the pressing need in the least developed countries, which were so dependent
on the International Development Association (IDA) for concessional financing, the
real value of TDA resources had been reduced. The Nordic countries had agreed to
increase their contribution to the eighth replenishment of IDA and urged other
countries to contribute towards the goal of providing IDA with a sum in excess of
$12 billion.

60. Projections showed that the World Bank Group would soon be a net recipient of
resou-ces whereas it should be a net provider of resources to the developing
countries. A capital increase should be finalized as soon as possible so that the
World Bank could lend over $20 billiocn annually.

61. 1In the long term, howevar, increases in production and trade must be the
backbone of the development process. For the debtor countries to escape from the
debht trap characterized by lower levels of investment, lnwer output capacity and
lower export earnings, and to gererate resources for their development, it was
necessary to strengthen the international trade régime. The Nordic countries
therefore welcomed the consensus decision of the Ministerial Meeting of GATT at
Punta del Este to launch a new round of negotiations. Those negotiations should
promote further integration of the developing countries in the GATT system.
National trage policies, such as improvements of the Generalized System of
Preferences (GSP), were also essential in order to improve access for exports from
developing countries to tne markets of the developed countries.

62, The current low commodity prices would not allow such countries, particularly
the least developed among thewu, to achieve sustained development. Price
stabilization agreements should take long-term market treads into account. The
Nordic countries welcomed the new cocoa agreement and hoped that the negotiationa
on natural rubber would be equally successful. It was important to focus attention
on long-term structural problems in the commodities sector and to consider the
poesibility of adopting measures to support diversification. UNCTAD should also
pursuve its efforts to promote closer co-operation in processing, marketing,
distribution and compensatory financing.

[feen
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63. The Nordic countries supported the idea of the Group of 18 that there should
be an in-depth study of the organization and working of the economic and aocial
sectors of the United Nations. They noted with satisfaction that the biennial wor.
programme was taking hold and felt that efforts should be continued to improve the
effactiveness of the administrative structures in view of the acute financlal
crisis that faced the Organization.

64. Mr. ALZAMORA (Peru) said that the impasse in the dialoque had hardened
positions and had given rise to increasing acepticism concerning the posasibility of
reaching agreement. Moreover, the absence of a sincere desire by the partien
concerned to reach aqreement, as the Chaicvman of the Group of 77 had observed, had
led to a situation in which world economic forums were used only for unilateral
declarations of positiona. Development was an essentially political phenomenon.

So long as there was no political will to put an end to the unjust situation which
benefited a privileged minority, there was no likelihood that the political forum
of the United Nationa would be i.ansformed into a scientific research laboratory or
a school of business administration. Having lost the vision of interdependence and
the dynamic of co-operation, the industrialized countries, concentrating
exclusively on their own growth, had become islands of prosperity in a sea of
poverty. The level of living of peoples in developing countries was falling, the
tide of poverty rising, and the risks of a tidal wave increasing. What was causing
the tidal wave of poverty and despai: was the problem «f debt: the greater the
injustice, the greater the debt; the greater the debt, the greater the poverty) the
greater the poverty, the greater the desperate search for prosperity, wherever it
might be and by whatever means. It was a matter of political and social realities
whose seriousness and interrelationship were not always understood by economists
and fi.anciers. Hence the importance of the United Nations and, in particulac, its
Second Committee, which brought all countries together and presented its
coiclusions to the highest political forum in the world.

65. The need for such a political approach was reflected in the Genecral Assecmbly's
decision to include the guestion of debt in its agenda. It was just as fallaclious
to claim that consideratirn of the debt. problem was the preserve of the World Bank
and IMF, as it was nalive to propose that consideratiou of economic guestions should
be centralized in a single forum in order to avoid alleged duplication. Eaqually
biased, if not self-seeking, was the idea of making the Economic and Social Council
the centre for conaidering international economic problems.

66. The Ministers of the Group of 24 had made some necessary ciarifications
whenever there were signs of an incipient trend in the considecration of the debt
auestion. The position and action of the developing countr ies were gererating
important changea. Ideas which, a year ago, might have seemed utopian dreams were,
in the most receat negotiations, leading to innovations which approached and at
times coincided with the terms and conditions which the developing countriesa had,
even a year ago, considered to be the essential minin .. GATT, in accrpting and
confirming, in its resolution of Punta del Este, the connection between trade and
debt, also recognized that the debtor countries could only pay what the creditor
countries permitted them to export and import on eguitable conditions. The problem

feo-
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would not be solved by increasing the debt or adding new links to the chain of
financial servitude shackling debtors and creditors alike. Debt was the most
serious manifestation of the global crisis in North-South relations. Negotiations
should deal with the basic problem of restructuring trade and international finance
and, in the last resort, with a new form of international social contract between
the developed and developing countries.

67. The Ministers of the Group of 24 had recently stated in Washington that the
maximum level of debt should be compatible with an acceptable rate of growth and a
decent level of living. That would guarantee political and social stability
conducive to the sustained development of the ‘debtor countries' effective capacity
to pay and, as a result, would ensure the stability of the international financial
system. The Economic and Social Council, in a resolution adopted in July, had
considered that the crux of the problem was the transfer of resources. There had
been a growing recognition that financing needs and performance criteria should
continue to be related to fluctuations in oil prices. That principle should be

extended to other commodities and external factors which affected foreign-currency
earnings or capital outfiows.

68. The pressures exerted on the debtor countries by other countries and certain
international organizations were eroding the capacity of States to adopt and carry
out their own economic policy decisions, That threatened their national
sovereignty and independence and their ability to act independently in
international relations, as well as the very foundations of the United Nations
system. The recent Summit Meeting of Heads of State or Government of the
Non-Aligned Countries had reaffirmed the inalienable right of all States to choose
freely their economic system, to manage their economies and to take their own
decisions for dealing with the crisis and to promote development, including
debt-servicing. That consideration had undoubtedly led the General Assembly to
include the question of debt in the agenda of its current session, and should also
serve to guide the work of the Second Committee.

69. For Peru, which respected the positions of other countries in that regard,
putting those ideas into practice had meant reactivating the economy, accelerating
growth. increasing production and employment, and protecting wages, the social
economy of the State and the national level of living, which would restore to ths
Peruvian people its dignity, self-confidence ard faith in its future.

70. Mr. 2ZVE2DIN (Union of Soviet Socialist Republics) said that the sessions of
the General Assembly provided a unicue opportunity for communication and
co-operation among States with different social, economic and cultural systenms,
which was indispensable in an increasingly interdependent world.

71. The Soviet Union and the socialist countries were concentrating their efforts
on solving the central problem of saving mankind from the danger of nuclear
annihilation and reallocating for peaceful purposes the vast amount of material and
intellectual resources which were being wasted on the arms race. For that reason,
they had submitted to the General Assembly at its current session a proposal on a
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general system for guacanteeing international peace and security, covering the
military, political, economic and humanitarian aspect:. The clear trend towards
internationalization of economic relation3 callad for promoting the concept of
international econowic security. TIn connaction with that concept, which would help
to further internatilonal, regional and subregional co-operation, the new trade and
economic agreements which the countries members of the Conference on Security and
Co-operation in Burope were going to negotiate at Vieana within the framework of
the Helsinki procesa, und the progress which might be achieved in talks between
CMEA and EEC, took on npecial importance. In its search for new forms of economic
co-operation with the Asian and Pacific region, the Soviet Union would avail itself
of the facilities of F3CAP and other bou.ws Oof the United Nations system.

72. Normalization of international economic relationa, an integral component of
internationa)l economic security, implied that an end should be put to
discriminatory policies and economic blockadea and sanctinns, except in cases where
the international community itseif recommended them. Imperialists circles were
continuing to apply those policies againm. the Soviet Union, other socialist
countries and many developing countries, as waa evident from the recent United
States ecconomic sanctions againat Zimbabwe. PFor that reason, the Soviet Union
associated itself with the Declaration of the Ministers for ioreign Affairs of the
Group of 77, which noted the growth and diversification of those types of measures,
and demanded that such policies should be ended. The Soviet Union had opposed and
would continue to oppose the policy of economic coercion and advocated the
normalization of .nternational economic relations. The need for satability and
prediccability in world economic affairs was now universally recognized. That was
reflected in the agenda of the seventh nession of UNCTAD, which was to be an
important stage in the development of mutually advantageous international
co-operation. In his recent speech before the General issembly, President Reagan
had pointed out that the United States was working with other countries to minimi-e
currency swings, to promote stability Ln the monetary market and to establish
predictability as a basis for prosperity. The Soviet Union shared that goal and
proposed that all countries should participate in the efforts to achieve it, and

that a similar approach should be taken to other sectors of international economic
relations, ’

73. Where there was 2 common interest nnd political will, it was possible to
conclude agreements on complicated cuestions rapidly. One such example was the
signing at Vienna of Lhe conventions on the safe development of nuclear enerqgy.
There was a growing conviction that the behaviour of the world economy should be
predictable. The development models and forecasts prevared in various countries
were far from perfect. Although it was practically impossible tc be totally
accurate, it was possible to improve the guality and degree of -ccuracy. The
United Nations had excellent opportunities to do that and coulas analyse and
summarize world economic development forecasts and indicate the potential effects
of trends registerad in the various countries.

74. The relation between disarmament and develooment was perhaps one of the most
ohvious examples of growing interdependence in the modern world. At the recent
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Summit Conference, held at Harare, the Heads of State or Government of the
Non-Aligned Countries had reiterated the need for an imwediate hal" to the arms
race and the adoption of urgent disarmament measures in order to free human,
financial, material and technological resources which were 80 necessary for
development. The initiatives of the Soviet Union and the socialist community
provided a realistic means for channelling resources allocated for military
purposes towards peaceful needs, including the solution of the development

problem. The economic potential which could result from the reduction of military
expenditure was enormousa. According to calculations made by Soviet scientists,
implementation of the proposals contained in the statement made by Mr. Gorbachev on
15 January 1986 would result in savings of approximately $1 billion before the

year 2000 in the United States alone and $300 billion in Western Furope.
Implementation of the proposal submitted by the socialist countries at Bu'ipest in
July 1986 to reduce the troops of the NATO States and of the members of t. . Warsaw
Treaty by more than half a million on each side, would also produce direct economic
results, especially if one considered that it cost $20,000 to maintain just one
soldier. The developing countries would also benefit enormously from the
termination of the arms race in which they had hecome involved through

imperialism. The Hamburg Institute for Peace Research calculated that developing

countries' arms imports represented approximately 25 per ~ent of their external
debt.

75. One of the kay components of the concept of international economic security
proposed hy the Soviet Union was the formulation of principles for governing the
use of part of the resources released as a remult of the reduction of militacy
budgets. The Soviet Union was prepared to initiate negotiations on those
principles, including those pecrtaining to an appnropriate mechanism, and proposed
that, after the conclusion of an agreement on :eal reductions in military
expenditure, an international fund should be established for assjsting the
developing countries, including the transfer to that fund of part of the resources
saved hy th» countries members of the opposed military alliances and by other
industrialized countries. If the developed countries showed the political will,
the financial possibilities of a such a fund would be considerable. The Soviet
inion wished assurances that all disarmament agreements, both bilat .ral and
multilateral, would be followed up by reports of tha signatorias on the volume of
resources released and the amount of such reaources that would be allocated for
assistance to developing countries.

76. The decision of the United Nations to convene an international conference on
disarmament and development in Paris in 1986 provided an excellent opportunity to
reach agreements on the use of resources released from the arms race inr peaceful
purposes. But the United States and other Western countries thwarted the
implementation of that decision. His country advocated the prompt convocation of
the conference on disarmament and development and would actively contribute to its
success. Naturally, each country had its own views on how to satiafy its economic
interests, but all States, whether developed or developing, capitalist or
socialist, felt the effects of external risk factors. FErforts to establish a
secure and foreseeable international situation should be aimed at identifyinq those
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factors in order to eitablish a collective approach and, aubsequently, to aqr¢ - on
joint measures within the framework of existing international mechanisms to
neutralize their negative effects. In the opinion of his delegation, that approach
should also form the basis of the comprehensive report of the United Nations
Secretary~General on a concept of international economic security, which would be
submitted to the General Assemhly at its forty-second session, pursuant to its
resolution 40/173. Draft resolution E/1986/L.37, sponsored by the USSR and the
Syrian Arab Republic at the summer session of the Fconomic and Social Council,
proposed that, when preparing the report, the Secretary-General should focus on
identifying the points of existing or potential convergence in the approaches of
various countries tcwards the solution of problems in the world economy. The
Soviet Union hoped that that draft resolution would receive the Committee's
support. An integrated approach was needed tc resolve international economic
problems in the interests of all States. FExperience in the paast year had confirmed
that a selective and partial approach to world economic problems did not produce
substantive results.

77. United Nations, IMF and IBRD statistics demonstratad that the world economy
was still characterized by crises and serious imbalances. The decline in the
growth rates of many induatrializyd countries, including the United Statea, had
been sharper than expected. There had been no progrese in efforts to ceduce
unemployment, world trade was developing slowly, protectionist trends were
increasing and raw materials pri:es were falling rapidly. Ncr should anyone be
fool " about inflation: although it had been "curbed” as far as prices were
concerned, it had reappeared in other forms: Yrigh interest rates, budget deficits,
chronic instability in the balance of payments and currency fluctuations. A
thorough study of those signs of inflation, caused to a large axtent by
monopolistic prices and military expenditures, would be a beneficial exercise for
the Secretariat and would also be helpful in finding solutions to international
economic problems. All States must also work together to solve the urgent problem
of stahilizing prices of raw materials, including erergy.

78. World economic inatability, self-interest and wilfulnems in international
economic relations were felt mainly by the develoring countries. In most of the ,
stagnation wvas continuing as was the drop in the raal per capita GNP, whereas the
social and economic situation of workers, especially in Africa, was worsening. The
external debt repayment problem had become more acute, according to the most recent
IMF estimates. His delegation supported the proposal of the Group of 77 to include
an item entitled "The external debt crisis and development” on the agenda of the
current session and would constructively participate in its consideration by the
Commitiee.

79. The magnitude of imperialist exploitation of the third world was demonstrated
by the steady draining off of financial resources from the developing countries.

it was estimated that, between 1980 and 1984, $US 80 nillion had been transferred
from the third world to the United States alone. According to the annual report of
the Inter-American Deveiopment Bank, since the early 1980s, the Latin American
countries had lost almost $100 billion in interest pa‘d on debt-servicing, in
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addition to so-called "unreported capital transfers” estimated to he several times
higher. The international community must adopt urgent concrete measures to hal%
that reverse transfer of resources in accordance with the appeals of the Movement
of Non-Aligned Countries and the Group of 77. The 'nited Nation. must also help to
design such measures on the hasis of Fconumic and So al Coincil resolution
1986/56. The major obstacle to positive United Natio.s action in that reqgard was
the negative atance of some well-known capitalist countries whose representatives
had once again during the current seasion, puhlicly rejected the very concept of a
new international economic order.

80. The Soviet Union endorsed the appeal made by the Movement of Non-Aligned
Countries concerning the need to revive the development consensus which had emerged
in the United Nationa in the 19708 hy means of global negotiations in which all
States would participate and which would respect the legitimate interesta of all
States. The moat influential Western countriew, howaver, were atill seeking to
solve world economic problema by means of short-term strategies and anti-democra:ic
procedures, which prevented moet countriea from coming to grips with guestions
affecting their peoples' well-being and even survival. A recent example o. that
behaviour was the attitude of some West«rn countries towards the propogal of the
Movement of Non-Aligned Countries and a Group of 77 on the interrelated inrsues of
money, finance, trade, the debt and development. While obstructing that proposal
in the United Nations, five of the world's seven richest capitalist countries were
trying to impose their own approaches to the guestion on other countries. Fven
Western experts admitted that those attempts had neither alleviated the situation
in the third world nor improved the situation in countries sponsoring similar
"initiatives™, as was reflected in the United States trade and budget deficit and
the mounting “"currency war™ among the major capitalist Powers. Interest and
exchange rates not only affected the group of the five or seven richest Western
countries hut also had a direct impact on the situation of the third world
countries, which were losing millions of dollars as a result of their economic
instabllity. His country supported the proposal of the non-aligned countries and
the Group of 77 to convene an international conference with universal participation
to examine all qu tions relating to the reform of the existing monetary and
financial system.

8l. Like other countries, the Soviet Union was not indifferent to the problem of
regulating international monetary and financial relations, and was therefore
interested in becoming a member of GATT and taking part in a new round cf
multilateral trade negotiations open to all countries like the round held in
Tokyo. Patadoxically, it was precisely those Western countries that had recently
urged the Soviet Union to become part of the international monetary, financial and
trade systems that were obstructing the Soviet Union's overtures towards GATT. The
USSR was part of an interdependent world eaconomy in which it played an active role
within the 'ramework of the Council for Mutual Economic Assistance (CMFA), at the
same time as it expanded its trade and econcmic tles witii the developing and the
Western countries. Participation in the international division of iauvour was
becoming increasingly important for the Soviet Union. In order to adjust its
current trade atructure to the requirements of its national aconomy, the Central
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Committee of the Communist Party of the Soviet Union (CPSU) and the Council of
Ministers of the USSR had adopted a series of resolutions, in accordance with the
decisions of the twenty-seventh Congress of CPSU, under which more than 20 Soviet
ministries and agencies as well as 70 large associations and companies could, as of
1 January 1987, engage in direct import and export transactions with the outside
world. 1In the future, that right would be extended to other ministries and
companies. There were also Plans to implement a general programme to promote
scientific and technological progress in the CMEA member countries until the

year 2000, on the basis of increased productive specialization and co—operation,
New kinds of economic relations were to he developed with the developing and the
Western countries, including secientific, technological and industrial co-operation
as well as the establishment of joint ventures, on the basis of strict respect for
the rights of foreign partners and mutual advantage.

82. Lastly, he appealed to all delegations in considering the items on the
Committee's agenda to take the fresh approach required by the world's
interdependence. Only then would it be possible, by a consolidated joint effort,
to engage in a useful dialogue and come up with solutions to the complex problems
hindering international economic co-operation and development. .

83. The CHAIRMAN reminded the delegétions of the need to follow the schedule and

comply with the recommended time-limits for statements, so that the Committee's
work could proceed smoothly.

The meeting rose at 5.45 p.m,




