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Chapter I

STRUCTURAL ADJUSTMENT FOR THE TRANSITION TO

DISARMAMENT AND THE IMPLICATIONS FOR WORLD

ECONOMIC GROWTH AND DEVELOPMENT

(Agenda item 3)

(continued )

33. The representative of the Netherlands said that, with regard to disarmament

and demobilization, the economic aspects of these issues could not be discussed

in isolation from the question of the legitimate security interests of a country.

The Ad Hoc Working Group should focus on the economic aspects, which fell within

the mandate of UNCTAD, leaving security issues to be explored elsewhere.

34. The International Monetary Fund had carried out a study which had concluded

that sustained cuts in military spending led to substantial improvements in

economic growth. Discussion of military expenditure formed an integral part of

deliberations between the Netherlands and recipients of development finance,

although there were no set standards for judging the appropriate level of

military spending. In light of the difficulty in making such judgements, it was

best to look at trends in military expenditure. There could not be a dialogue

to encourage reduced military spending, however, where a country’s companies or

Government were seeking at the same time to increase sales of military goods to

developing countries, and there should be coordination between the various

relevant government bodies to formulate consistent policies.

35. With respect to demobilization and reintegration projects, the Dutch

Government was assisting a number of African countries. The lack of a central

body to coordinate such efforts represented a problem area where UNCTAD might

be able to play a role by providing a forum for discussion of relevant issues

among Governments and non-governmental organizations. In reference to conversion

of military production, a number of developing countries were now competing with

traditional industrial country suppliers, although the latter remained the

dominant players, and conventional weapons were generally available to all

countries which wished to purchase them. Conversion was expensive for all

countries, and UNCTAD could provide a forum for discussion of relevant issues.

The Netherlands was not involved in conversion projects in developing countries,

but it had been in Russia, where finance had been provided in addition to general

development finance.
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36. Another important issue was openness and transparency, which could be

improved by establishing criteria for identifying what type of expenditure could

be considered military expenditure. UNCTAD could play a role by helping

developing countries to implement proper accounting and budgeting systems for

military expenditure. Progress in this area would be difficult because of the

sensitiveness of such data in some countries. Some Governments were nevertheless

open about their military outlays and reported such data to the United Nations

register. The register needed to be expanded, however, to include data on small

arms.

37. The representative of China said that the secretariat’s report provided

a useful introduction to the subject, but his country could not agree to its

classification in that report as an industrial country, when it was actually a

low-income country. The work of the Ad Hoc Working Group went beyond UNCTAD’s

mandate and duplicated efforts under way elsewhere. This was of special concern

in light of the resource constraints which the organization currently faced.

In China, full implementation of a conversion plan was provided for as part of

an overall strategy for national development envisaged in the late 1970s. To

date, the conversion programme had proceeded quickly, and two thirds of the

military had been converted. Management of the defence industry, as well as the

structure of the industry, had changed greatly. His delegation would be

interested in hearing more on different national experiences in the area under

discussion.

38. The representative of Germany said that the issue before the Working Group

was particularly relevant for his country because of the challenges posed by

German re-unification. Those challenges involved the same issues as those

emphasized in the secretariat’s report, namely production of goods and services,

military bases and installations, and manpower demobilization. Despite the

special circumstances of German unification, his country had assisted countries

in transition in the field of conversion. Such assistance had led, inter alia ,

to the establishment of the Bonn International Centre for Conversion (BICC),

whose tasks included collecting information, training, organizing seminars and

extending concrete technical assistance on conversion. He thanked the Quaker

United Nations office in Geneva for organizing informal exchanges between

delegates in Geneva and the head of BICC research branch.

39. With regard to the secretariat’s report, the approach adopted regarding

the peace dividend, namely that savings resulting from declines in military

expenditures should be devoted wholly to ODA, was simplistic and misleading.

However, he welcomed the fact that the rest of the secretariat paper adopted the
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UNIDIR approach, whereby conversion was regarded as an investment process,

implying short-term costs and possible future benefits.

40. The representative of Ethiopia said that the peace dividend was not evenly

shared globally, and the decline in military expenditures was not fully reflected

in increases in ODA. Efforts had been made in his country to reduce military

expenditures, and a commission had been established with the aim of reintegrating

former army personnel into the civilian sector. The commission was financed both

domestically and externally, but problems remained in the sense that finance was

still lacking. Domestic efforts must therefore be complemented by international

efforts, and ODA should be increased.

41. The representative of Morocco said that the report of the secretariat was

useful for member States engaged in structural adjustment for the transition to

disarmament. In some parts, however, it was rather technical, which meant that

there was a need for military and disarmament experts to give their opinion on

conversion of military industries to civilian uses. The subject should therefore

be dealt with in the appropriate international fora. UNCTAD, however, could

focus on the economic aspects of the subject, such as development implications.

The Cartagena Commitment had recommended that the world growth and development

aspect be tackled, which meant that the economic aspects of conversion and

reductions of military expenditures lay within the purview of UNCTAD. However,

such matters could be discussed in the Trade and Development Board, without any

need for a subsidiary body. Studies could be undertaken, and seminars could be

held with the active participation of military experts. The role of UNCTAD

should be concerned with the post-disarmament period, analysing the impact of

political decisions on development. It should not be to tell developing

countries how much they should reduce their military spending.

42. The Moroccan army participated in development through activities in such

fields as relief from natural disasters and the construction of infrastructure.

It also participated, with assistance from some international institutions, in

the campaign against locusts.

43. The representative of the United Kingdom thanked the secretariat for a good

report but expressed some concern with respect to the section on the peace

dividend. Specifically, the attempt to draw a correlation between lower military

expenditure (which was taken as an empirical measure of the peace dividend) and

the level of official development assistance from members of the Development

Assistance Committee was rather simplistic and misleading, in that there was not

necessarily a direct link. The United Kingdom was committed to cutting defence

expenditure, but already spent large sums on development assistance, and it was
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not possible to link lower military spending directly with release of resources

for social and economic purposes.

44. UNCTAD did not have a large role to play in the area under discussion

because most elements were appropriately handled elsewhere. The Security

Council, the Conference on Disarmament, the Disarmament Commission and a number

of arms control agreements and practices dealt with most aspects of the subject,

and the Ad Hoc Working Group’s work was likely to cut across the mandate of one

or more already existing multilateral bodies. Regarding transparency, the United

Kingdom submitted regular, full and accurate returns to the United Nations on

military expenditure, and it was strongly opposed to UNCTAD duplicating any type

of work in this area. UNCTAD should not play any role in this area in future,

and in particular after UNCTAD IX.

45. The representative of the United Nations Institute for Disarmament Research

(UNIDIR) said that his organization had prepared a report on the economic issues

of disarmament for the General Assembly. One of the 12 main conclusions of the

study was that distinctions must be made between different categories of

countries and economic systems, particularly with respect to countries which were

capable of producing weapons and those which were not. For the former,

conversion would mean destruction of a portion of national productive capacity,

raising unemployment in the short term. For the latter, it would be less a

conversion than a reallocation of the components of the government budget, and

military spending could be redirected. While all countries undertaking

conversion bore the transaction costs of moving from a war economy to a civilian

economy, countries with economies in transition faced the additional transaction

costs associated with the move from a socialist to a market economy.

46. With regard to conversion, perhaps the process could usefully be viewed

as an investment, with initial costs and later benefits. Also, it might be noted

that there existed an important precedent for the process of conversion; after

the Second World War, countries which had had a total war economy had been

successful in adjusting, partly due to the Marshal Plan.

47. The representative of the Women’s International League for Peace and

Freedom (WILPF) expressed her support for UNCTAD examining the question of

structural adjustment and disarmament. WILPF had worked for disarmament and

conversion for 80 years, and it had explored the relationship between disarmament

and development. While conversion required investment, such investment was

essential for the release of resources in the long term for women’s programmes

and for the effective attainment of equality, development and peace. Retraining

of soldiers and creation of jobs were essential in rebuilding war-torn societies.
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48. WILPF continued to work towards general and complete disarmament and for

a Comprehensive Test Ban Treaty. It was calling for the monitoring of the long-

term effects of nuclear testing by an independent international body, and for

compensation and development assistance for French Polynesia, where testing was

taking place.

49. The structural adjustment programmes imposed by the International Monetary

Fund and the World Bank had increased poverty and unemployment and caused large-

scale environmental devastation. In the resulting situation of social breakdown,

it became very easy to manipulate ethnic, religious or tribal tensions, which

could lead to armed conflict. Least developed countries had been especially

affected, and WILPF urged UNCTAD’s programme on LDCs to explore the relationship

between armed conflict and the impact on these countries of an unjust

international economic order.


