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Iv. CONCLﬂDiNg‘QBSERVATIONS DI

44°7. For the reasons set forth in the wnt"oducwlon (oUDT” paras. 75-86), in i
order to pin-point the. possible impact of foreign economic aSSLStanoe on human
rights in Chile, the Rapnorteuv has considered it noc“suarJ 0 takpi P
global approach to the matier. Therefore, before trying to see” what kind of
impact each specific instance of foreign . economic. assisbance has had-on human
rights, he has endeavoured to establish whether an over—all corrclation can be
drawn between the general situation of human rights in Chile (i.e. between its
improvement or dﬂterloratlon), on the one hand, and foreign economic asslotance,”
on the other. For the purpose of drawing such a correlation, the Rapporteur

set out to investigate the general economic and social situation of Chile. He
has tried to determine what kind of repercussion the economic policy carried out
by the present Govermnment has had on the economic, social and cultural rights of
the population, i.e. whether that policy has turmed out to promote the effective
implementation of those human rights of the Chileans, or whether it has instead
proved detrimental to the realization of human rights. To undertake this
research, it has proved necessary to indicatée first the main trends of the
economic policy pursued by the Chilean authorities. The Rapporteur has then
considered how this policy affects the Chilean population in general and the
rights to work, to food, to health, to housing .and to education, in particular.

448, The Rapporteur then considered the various instances of foreign economic
assistance granted to Chile. They have been grouped. according to their source
(governmental, intergovernmental, private) and to their type (loans,_investments,
debt rescheduling, etc.). In examining each instance of -eeohomic aid, care has
been taken to ascertain, to the extent possible, whether it - considered se
namely in its intrinsic characteristics and potential impact - has had's”
beneficial influence, directly. or indirectly, on the human rights situation in
Chile. However, because of the lack of adequate means of verification, and also
because it is difficult to assess the impact that each specific instance of
foreign economic assistance can have on human rights without considering the
over-all socio-economic setting in which that assistance is utilized, it has
often proved arduous to proceed to such specific evaluation. The focus of the
research has therefore been placed on the impact on human rights which the
various forms of foreign economic assistance have, or are likely to have, if
considered in the light of the geneval socio-economic context of Chile within which
those forms of assistance operate. In other words, assessment of the various
netances of foreign economic assistance has been primerily made by determining
the possible interplay between each specific form of foreign economic assistance
and the general policy, as well as the specific measures, adopted by the Chilean
authorities in the area covered by that form of foreign assistance.

449. This examination has primarily hinged on the extent to which foreign
economic assistance can help promote economic, social and cultural rights.

It has then been considered appropriate to deal with the correlations between™
foreign assistance and civil and political rightg, and on the possible interplay
between these two categories of phenomena. T

450, After thus briefly indicating the outline of this report, it may be fitting
to summarize the main results of it and point o the conclusions vhich can be
drawm from the research.
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A. The cons equences for economlql,s001a1 and cultural
rights of the economic nolicy implemented by the
‘Chilean Govermment

451. The first area of problems which have been dealt with is that of the
repercussions of the economic policy dravn up and implemented by the Chilean
authorities after September 1973 on the social situation of the Chllean
population, and more ope01flca11y on their basic economic, social and cultural
rights. :

452. Indisputably the economic policy of the new Government has pursued three
basic objectives: to force down inflation, to improve the balance of payments
and "to provide incentives to reactivate the Chilean economy" l/ There is also
common agreement on the modalities by which this policy has been carried out:
restoration of a free market economy; drastic cutting of public expenditure on
social gservices; freezing of wages and salaries; restoration to private -
ownership of enterprises previously belonging to the State and redistribution of
land previously assigned to farmers' co-operatives; 1ifting of price controlss;
lowering of trade barriers and opening up of the Chilean market to foreign

goodg and capital. According to the Chilean authorities, this policy is capable”
of "healing the economy", making Chilean enterprises competitive; and attracting
foreign investment, with the result, inter alia, of decreasing the huge foreign
debt,

453, The Chilean Govermment has consistently maintained that the above economic
policy has produced positive effects on the economic and financial plane. In
1978, the rate of inflation will be reduced, according to the Govermment's
figures, to 30 per centﬁ/; the balance of vayments may have in 1978 a surplus

of about $256 million. Iurthermore, according to the Govermment, Chile's foreign
debt has been loweredﬁ/ and non-traditional exports have increased.4

454. The Government has contended that its policy has also been beneficial in
the social area. Thus, unemployment has fallen, according to the Chilean
authorities, to avout 12 per cent in 1976 2/ and the purchasing nower of the
workers and employees has rigen by about 20 per oentﬂé/ Other areas "in which
by govermment action there is notable progress'" are matrition, infant mortality,
and the general death rate.i/ In varticular, the Covernment is insistent on its

;/A See, inter alia, the statement made by the President of the Repuollc

on 11 September 1977, E B/CN.4/1266, annex V, p.7.
- Le lionde dlplomathue,June 1978, p.7.

E/CN.4/1247/Add.1, p.69.
A/C.3/32/6, p.5

Lbid.

Ibid., p.60.

Ibid., p.59.

Rk
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achievements in the decrease of infant mortality@/ and in the distribution of
milk to childrenﬂg/ It also atresses its ability to provide "adequate housing
for the most deprived sectors of the population”}éy/and to develop
"unprecedented programmes for the elderly".1l/

455. It is apparent from the sources available to the Rapporteur that, on the
vhole, the economic and social situation in Chile has steadily deteriorated
from September 1973%; this deterioration reached its peak in late 1974 and early
1975 (see Supra, paras. 106-112). Since then, the economic situation has been
recovering. Among the main aspects of this economic recovery are the decrease
of the rate of inflation (which, according to the Govermment's target, should
not exceed 30 per cent in 1978) and the improvement of the balance of payments.

456, To make a correct assessment of this economic achievement of the present
wove nt, three Tactors chould he cen into account. Iirs the economic
Government, th factors should be tal t 1 TPirst, the economi
recovery has not taken place to the extent claimed by the Govermment. Thus,
for instance, certain achievements consistently emphasized by the Chilean
authorities are not indicative of a real improvement in the economic
situation.12/ Turthermore, there is a decrease in productive investments (see
supr%;paras. 102~ 105) The external debt and the debt servicing ratio are
increasing (see sup“a, paras. 110—120) The rate of borrowing from abroad

-E/CH.A/Sub.2/598, p.8.
- AJC.3/32/6, p.66.

- Ibid., p.60.

Thid.

EEE&@I

According to V. Goodfellow "Chile's chronic economic crisish,
citey, pe19: ¢ ‘ '

ol

. "One of the few economic succéss stories coming out of Chile today
-flnvolveo the douolﬂng of non—copper exports in 1974 over the previous
year. In 1975 non-copper exports rose- another 36 per cent (20 per cent
in real terms) although oopper remains Chile's nrimary foreign exchange
earner. Significant about the growth of non-copper exports is the
fact that in almost all cases the increases are accompanied by declines
in absolute output. The increased export represent a change- in
the marketing structure for Chilean firms involved, Domestic demand is so
low that producers were faced with the choice of either exporting or
closing their doors'. (uﬁbhablu added in the last sentence.
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- is at a level considered by the Director of the International llonetary Fund a
MMunsustainable.13 This high borrowing inter alia contributes to elplalnlng
Uhv the balance of payments hag improved (see 9upra,.paraoll4>.

A5T. PLftkermore, it must be stressed that the policy pursued by the Chilean:
authorities has proved incompatible with international co-operative schemes to
which Chile had adhered in the past and has therefore led Chile to discontinue
such co-operation. Thus, Chilean forveign investment policy has become
inconsistent with the Andean Integration Principles; Chile therefore withdrew
from the Cartagena Agreement as well as from the Corporacién Andina de TFomento.

hile also dissociated itself from the Association of Iron Ore Exporting. -
Countries and .appears to stand isolated within the International Council of
Copper Producing Countries (CGIPEC).

A458. A second factor that must be taken into account is that economic recovery
has not been accompanied by a corresponding improvement in the social field.
In fact, one of the main congequences of the eccrnomic policy of the Chilean
authorities has been the reduction of the income level of the majority of the

s 3 .

;j/ At a meeting of the Administrative Committee on Co-ordination.-held
at United Nations Headquarters, New York, on 31 October 1977, lr. Witteveen,
Hanaging Director of the IIi', observed inter alia that "One of the few
benefits of world inflation was that the increase in world prices had
gencrated increascd export earnings for the developing couniries, thereby

asing the debt burden. The main problem involved a number of developing
countries that had over-—accelerated their economies and were, as a result,
borrowing up to 12 per cent of their national income. Such a rate of
borroving was unsustainable, and urgent adjustments were called for in order
to avert major debt-servicing difficulties which would have serious
repercussions on the entire international financial system"
(CO-CRDINATION/SR.71/Rev.1l, p.10; emphasis added). According to some
sources the raue of borrowing in Chile is about 15 pex cent of the national
1ncome.
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Chilean population, especially of the wage earners (see supra, paras.121-124).14/
Purthermore, the wage earners have suffered a marked decreage of their purchaping
power (see supra, paras.125—156), In wddition, employment, nutrition, health,
housing and education have either remained in the very had conditions which took
shape between the end of 1973 and 1975 or have only slightly improved.  Some
achicvements, consistently gtressed by the Chilean Govermment, such as the
decrease in infant mortality, are not indicative - for the reasons set out

above (supra; paras.207-211) ~ of a general amelioration of the social
conditions. ' ' '

14/ In addition %o table 15 (supra, pars. 123), the following table
clearly shows the decrease of the income of salary and wage earners:

Table 71
- Distribution of domestic income
- by kind of compensation
(Percentage of total per year)

Employer Remuneration Other

Salaries Social on wvork of paymentls Domestic
Year - .

and wages Security employecs to income

contribution and labourers factors

1960 44.4 7.2 51.6 48,4 100.0
1961 43.1 7.2 50,3 49.7 100.0
1962 42,3 6.8 49,1 50.9 .100.0
1963 - 39.4 6.3 15,7 54.35 ©100.0
1964 38.3 6.5 44,8 55.2 100.0
1965 40.6 7.2 47.8 52.2 100.0
1966 40.6° 7.7 48.3 51.7 100.0
1967 40.8 7.3 48.1 51.9 ©100.0
1968 42,2 7.4 49.6 50.4 100.0
1969 - 41.1 7.5 48,6 51.4 100.0
1970 44,3 0 8.0 - 52.3. AT T 1000
1971 52.1 9.6 61.7 30.3. 100.0-
1972 53.2 “9.6 62,8 37.2 100.0
1973 41.1 6,17 4742 52.8 . 100.0.
1974 34.6 7.6 2.2 57.8 100.0
1975 3407 7.2 41.9 58.1 100.0°
1976 34.7 6.4 41.1 58.9 100.0

Source s Economic and IFinancial Survey, Chile lews, vol. 14, No., 700,
12 June 1978, p.5 (see ibid., ».4, for the caveat concerning the
significance of this table, which however, despite certain deficienciegs
point out there, ‘reveals at least an order of magnitude").




L/CN.4/Sub.2/412 (vol. Iv)
nage 7

459, The hasgic reason uvhy social advance has not gone along with econonmic
recovery lies, in thg‘opinion of the Rapporteur, -in the economic policy chosen
and in the bagic attitude of gross disregerd of civil and political rights.

The economic policy adopted by the Govorﬁmenm, by its very nature, tends to
sacrifice the needs and aspirations of the vast majority of the nopulation, in
particular of the underprivileged gstrata, while it favours the interests of a
small élite of big landowmers, financiers and industrialists (espécially those
dealing with export of mamufactured goods) as well as the military ruling groups
with vhich they are commected. In fact, the basic philosophy behind that policy
is the concent of a frec market and free competition and of minimal State
intervention in the social sphere. In a society like that of Chile, vhere there
exist deep soclel inequalities, this philogophy cannot but lead to enhancing

the pogition of the upper classes and disrvegarding the needs cf the
underprivileged. ‘

450. In assessing the present situation of ecconomic, social and cultural rights
in Chile a third factor should be borne in mind. In other developing countries
which follow the same economic policy as that of the present Chilecan Government
or a'gimilar one, the starting-point has often been a situation of extreme
poverty; of lack of social services, of poor health and education conditions, of
the absence of trade unicn tradition and of the consequent absence of collective
bargaining.: In the case of Chile there was instead a solid tradition of great
respect both for economic, social and cultural rights, and for civil and
political rights. Social services, especially in the fields of health, nutrition
and education, were very advanced. In addition, there was a deep-rooted
tradition of trade-unionism and the participation of the unions in the
determination of labour conditions was not harmered. These achievements have
been cancelled by the present Government. . The current deterioration of economic,
social and cultural rights can be pexceived.in a2ll its magnitude only if it is
contrasted with the nrevious situation of respect for them. Therefore, vhen it
is claimed that therc is a slight improvemernt in some arcas (e.g. in employment
or nutrition), these improvements - assuming that they have actually occurred

to the extent claimed by the Government - should alwvays De seen against the
oaoLgrovad of the pre-l973 situation and 3vé1uated accordingly.

461, As a detailed analysis of both.the principal causes and the manifestations
of the deterioration of tne baslc economic, gocial and cultural rights has
already been made above (sunra, paras. 147- ZAO) the lapporteur will here
confine himself to draving attention to one of the measures of the Chilean
Government which best illustrates vhy and to vhat extent those human rights

are not fully implemented. ) ‘
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462. Among the ctriking features of the economic policy adonted by the present
Chilean Govermment is the slashing of nublic expenditures in social areas.
Table 2 is repeated here, as it gives a clear idea of the magnitude of this
measure 3 '

Percentage of public expenditure accounted for by certain llinistries

1970 | 1971 | 1972 |1973 |1974 |1975 |1976 | 1977 | 1978
Public Works | 16.1 {15.6 [ 14.1 [10.1 !13.5 | 8.5 [n.a. | 5.9 | 5.3
Education 20.2 [19.4 | 20.1 {18.3 {14.2 {15.7 | 15.5 | 17.7 .
Agriculture 4.7 1 41| 5.5 0 4.6 | 2.7 | 1.3 ] ¢ 1.8 { 1.8
Health 8.0 | 8.0 9.4 | 8.7 | 6.6 1 6.5 { " | 5.9 6.6
Housing 4.3 | 6.4 1 5.7 | 7.2 | 6.6 { 3.5 { 3.8 | 3.1
Defence 9.9 | 8.3 | 9.5 {10.3 |13.1 |{19.7 | " 19.9 | 21.9

Sources: 1970-1975 :OIT, Programma regional del empleo para América Latina ¥
el Caribe (PREALC), Honografia 5, Junio 1977, "Politicas de
estabilizacién y empleo., E1 caso de Chile 1973-1975", p.42, table 6.

1977-1978 Comentarios sobre la situacién econémica, Taller de
coyuntura, Universidad de Chile, IT Sem.1977, p.60.

It is apparent from this table that there has been a marked decline in the
expenditure on public works, agriculture, health and housing, as well as a
decrease in the spending for education, while there has been a remarkable -
increase in defence spending. This decline has occurred despite the fact that:
(a) wages for particular sectors, which formerly were charged in part to the
budeet of the Ministry of the Economy, are now covered directly and in full by
the Ministry concerned; (b) there has been an over-all real reductionl5/in the
budget (for example, in 1975 it declined by 34 per cent in relation to 1972).
This reduction is to a large extent continuing.

463. The sharp decrease in public expenditure in social services helps to
explain why even in those areas, such as primary education or child nutrition,
vhere the Govermment claims to have achieved remarkable results, the progress
is not adequate, owing to a series of factors: +thus the contraction of public
expenditures for education implies the dismisgsal of hundreds of specialized
personnel; the reduction in expenditure on health and the consequent
privatization of medical care, and the reduction of expenditure for free
medicaments to poor people all result in inadequate health care.

n
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li/ By "real" reduction it is meant that the coffect
been excluded.
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464. To justify the fact that the economic, social and cultural rights of
Chileans are grossly disregarded, the Chilean authorities have sometimes pointed
out that the economic advance of the country has a high "social cost' but that
this would be compensated by the over-all economic recovery, from which in the
long run benefits would accrue to the whole population. As has been emphasized
above (supra, paras.101-105), this argument cannot appear convincing without
entering into the merits of the view whereby it is proper and equitable to
sacrifice the needs of the present generation to the advantage of the future
ones. Suffice it to make two points. FirSt, it is apparent that the present
social burdens are not shared equally by all strata of society but are mainly
borne by the underprivileged (in terms of unemployment or underemployment, bad
housing conditions, lack of medical care, financial inability to have access to
all levels of education, etc.). Second, it appears from the available sources
that the current economic policy of the Government is not able to create an
improvement in the economic conditions of such magnitude as to affect social
conditions in the future.

465. In the opinion of the Rapporteur, the Chilean experience cannot be compared
with that of other countries where the "social cost" has been paid to increase
investments through national savings (often in heavy industry) and these
investments produce a better gtandard of living for fubure generations. In
Chile, on the contrary, the rate of investment has decreased from an average of
about 12 per cent of the gross national product in 1971-1973 to less than

10 per cent in 1975-1977, one of the lowest rates of invegtment in Latin America.
These figures mean that the consumption - especially the conspicuous consumption -
has increased from 88 per cent of GIP to more than 90 per cent. The conspicuous
consumption consists to a great extent of imported goods paid for with the
foreign exchange that the country is receiving from abroad through foreign aid.
It seems therefore that the dominant groups in Chile are not using their
resources for investments, to increase the productive capacity of the country.
Instead, they are improving their present standard of living. In addition, as
hag already been pointed out, the external debt and the debt servicing pajyments
are increasing enormously (see supra, paras, 116-120). This means that the
Chilean authorities are mortgaging the future of the Chilean people.

B. Ioreign economic agsistance to Chile: its
magnitude and the shift from public to
private sources

466. The huge debt and the high ratio of debt servicing payments to export
receipts, as well as the decision of the Government to attract foreign capital
and investments, have led Chile to rely very heavily on foreign economic
aggistance. Soon after September 1973 the inflow of loans and credits from

the World Bank, the International Monetary Pund and the United States of America
skyrocketed as compared to previous years. The following table shows very
clearly the magnitude of this economic help:



E/CN.4/Sub.2/412 (vol. IV)

page 10
Table 72
- World Bank and Inter—-American Development Bank
' loans to Chile, 1968-1975:
10 110.8
100 | World Sank |
' 908 -

90 [0
’ 80‘ Inter-Amarican Dovelobmanf Sank

75.8

T

2.1

-
©
-~

: T R DO
FY 1969 . 1970 1971 1972 1973 1975

Source: W, Goodfellow, "Chile's chronic economic crisis: 1976 and
beyond'", International Policy Report (Center for Tnternational Policy,
Washington, D,C.), vol., II, No, 2, September 1976, p.3, based on data from
the World Bank and the Inter-American Development Bank,
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467. Table 45, which covers also the economic help granted by the United
States of America, is reproduced again here:

Economic aid to Chile
(World Bank, Inter-American Development Bank, United States
Government, Internstional Monetary Fund - 1968-1977)

N 7

7
7

™ i) // 7/

50",/////:/ S :

N o e

1968 1969 1970 197 972 1973, 1974 1975 1976 1977

Government of the United States (no figures for 1968 or 1977)
Inter-American Development Bank

World Bank

Tnternational Monetary Fund (o0il facility only)

ONE

source: M, Dias-David, V, Milldn and A, Vial, "Asistencia
financiera externa a la Junta Militar de Chile, 1973=19717",
Institute of Latin American Studies, Stockholm, 1978 (report
submitted to the Rapporteur), p. 20,
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reasing precsure 1os put on Governnents and
intergovernmental institutions to gtop or great diminish economic aid to Chile
because of the grogs violstvions of hunen righis 1 in thot country,
Tolloving the pacsing of the Hexkin Ancn United States Congress
(zee supra, par ¢ . Also
other public & heli econonic
assistance projects. gislation in Gctober 1976,
the Chilean Government communicate "its desire
not be considered for the purposes sslstance legislation to be
approved for fiscal year 1978" and
United States assistanoe.‘lé/
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469. The aid flouing from public sources was hovever replaced by aid from private
sources such as banks and multinational corporations. The following table
(reproduced above as table 48) shows very clearly hov these private loans increase
steeply after 1976, to achieve the record amount of 580C million in 1977.
According to a report submitted to the Rapporteur, "official estimates indicate
that, by 19738, private sector loans will occount fox more than 90 per cent of
Chile total foreign borroving". 17/

M
L

~

470, On the wvhole, it appears that loang of nrivate banks and supplicwes! credits

have to a great extent replaced the external financing previously flowing from

Governments or intergovernmental institutions. Turthoermore, this nev influx of
i

-
i 2
loans has greatly surpasced the previoug external financing from public sources.

C. The composition of foreign economic assigtance and its
Ay L Sy
impact on economic, gocial and cultural rights

471, BEverything considered, 1t can be said that the economic assistence flowing
from public sources has been to a nminimum extent humen rights-related, vhile the
greatest part of it hag been geared to development or not directly concerned either
wvith humen rights or vith develovment (for these categories, see supra,

paras. 62-74). By contrast, the aid curvently flowing from private sources is
almost exclusively based on commercial criteria: foreign private banks or
~multinational corporations are mostly interested in meximizing profits and
eliminating risks and do not attach greot importance to human rights i
nor are they dirvectly concerned vith development criteria.

472, As has just been poimted out, only a vexry small proportion of total foreign
economic aggistance to Chile has gone for purposes directly related to improving
the situation of economic, social and culitural righte in that country. Ilention
has already been made, in the differcent sections of chapter IT of this report,

of the various instances vhere it cen safely be geid that a given loan or credit

-
N

For more details see E/CH.4/Sub.2;398 and supra, Dpara. 24,

17/ I. Letelier and M. HMoffitt, op.cit., ».10.
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Chile's foreign borrowing, 1974-1978
(Millions of US dollars)

/4.
$1000 — .
977.0/*9 PRIVATE SOURCES
/
A //
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858.5 2~ ot
/
$800 — /
/
/
$700 — , . /
o /
_ /
R ’ . / . BT N ‘."'-’,"&
$600 — , -y —
- )
_
520.2 ;
$500 — ‘
/
/
A /.
$400 ;o
L 359.5
315.8 -
330.6*‘*\»«/’7/ :
$300 ; N
/ / ) N\,
/! . SN
/ : \
$200 — / » o - / ' C \\k
1. , .
/o | / N, 122.0
$100 — , 99.8 4 :
- il 38.5%
// :
/ Phd PUBLIC SQURCES**
¥ 7 T T T >
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Sdupgg: I, letelier and M, Moffis$t,6 "Human rights, economic aid and
private banks - the case of Chile" (Wasﬁingtonf D.C., April 1978), p. 14,

¥ Projected,

** Public Sources include only United States bilateral aid, multilateral
development assistance, and drawings on the resources of the IMF, Does not
include non~U,S., bilateral assistance.
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is designed to be directly beneficial to human rights (see, for instance,

paras. 269 and 296, concerning United States food assistance; paras. 331 and
357-338, concerning economic assigtance from the Vorld Bank; paras. 345347,
concerning assistance provided by ILO an? VHO; paras. 302 and 363-368, concerming
assistance granted by the Inter-American Development Bank). An attempt to
guantify the amount of this form of asgistance has been made by the London-based
institute Contemporary Archive for Latin America (CALA). In a report submitted
in 1978, they say the following:

hile no good breakdowns, according to these criteria, exist for
total financial flows, the great najority of those with a positive impact
are included in the following table, draving on a very extensive
itemisation and classification of loans by the Yorld Bank:

Loans directly venefiting economic,
social and cultural rights .

(11i1lions of US dollars)

1974 1975 1976
Bducation 1.6 0.0 0.0
Housing C.G 27.6 30.0
Health 3.9 5.0 1.8
Social Infrastryucture 0.0 0.0 12.9
Food Aid 15.7 17.2 0.0
Needy Agric. Sectors 0.0 %5.0 0.0
TOTAL 21 . 1% 84,8 447
Loans individually classified
by World Bank 482.7 242.,6 488.0
A1l loans 361.6 706.6 615.2

* not equal to sum of entries due to rounding.

These loans account for only 12.@% of the loans iteniscd by the
¥orld Bank, and a mere 6.9 of total figures for loans to Chile;
9% vould be a generous compromise to take sampling omisgions into accounte.
Governmental and intergovernmental gources provided some two thirds of
the rights-related total, and as these sources have been declining sharply
in their share of total assistance the proportion of such assistance
vhich is rights—related has doubiless had the same tendency.”‘lg/

18/ Contemporary Archive for Latin America, Report on foreign economic
agssistance to Chile, London, liay 1978, p. D.5, 1 (emphesis added).
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473. It appears from available gources that an increasingly csmall proportion of
total economic assistance has been of a gort which, by its nature, could be
expected to be directly concerned with developmental criteria. The following
table shous the amount of this category of aid: ‘

Table 73
Assisvance - categorics with developmental criteria

(11illions of US dollars)

Bilateral government Multilateral Development Total loan
agsisltance ' assistance assigtance
1974 231.2 é26.8ﬁ) 115.6  (13.45) 861.6
1975 119.1  (16.9%) 106.2 - (15.05) 706.6
1976 109.6  (17.8%) 114.9 (18.7%) - 615.2
1977 0.0 ( 4.75) 89.5 (10.455) 859.7

Sources Contemporary Archive for Latin America, op. cit., p. D.I, 1.

474, Bepecially after the shift from public to orivate gources referred to above
(supra, paras. 466-470), the vast majority of foreign economic assigtance appears
to be geared neither to human rights nor tec development. -

475, As wvas pointed out above, to assess the impact of the three categories of
foreign economic assisbance on human rights in Chile it is necessary to consider
how this assistance is used, vhat measures the recipient Government takes in the
area covered by the assistance, and, more generally, vhat kind of economic and
social policy it implements, In principle, all of the three categories of
asgistance can turn out to have direct pogitive consecuences for the economic,
gocial and cultural wights of the population. All depends on the way the
recipient Government allocates its own regources, as well as on the general contex
within vhich it utilizes the inflov of foreign resources.

476, Let us first asscss the assistance divectly related to human rights. It must
be pointed out that, although ~ as the Rapporteur has already indicated

(see supra, para. 472) - there are various cases vhere such assistance indisputably
goes to the poor segments of the pooulation, the amounte granted, already in
themsgelves minimal, are largely insignificant in relation to the total social
spending required in these sectors, and often fall far short of the amounts by
vihich the Chilean Government has cut back its ovn spending. TFurther, particularly
in the case of suppliers' credits (see cupra, paras. 394-397), a significant

paxrt of these funds seems to help finance the Chilean Govermment's resocurce
allocation priorities, rather than helping to shape them along more beneficial
lines. In other words, often the funds supplied for specific purposes (housing,
nutrition, small farmers, etc.) do not, in practice, achieve their objective of
helping to improve the situation in those sectors, sihce in many cases the Chilean
authoritics have procecedsd to reduce, by even greater amounts, the funds vhich
were formerly provided for such purposes.
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A77. One of the sectors which serves to- illustrate this conclusion is housing.

In Jamuary 1976 the-Agency for International Development provided the Central Bank
of Chile with a credit of $US 30 wmillion. to be used for the construction of

new housing. In February 1977 this amount was increased by a further

$US 25 million, 19/ Statistics indicate that this credit is not being reflected
in an increase in housing construction or in a lovering of the housing shoritage
gyrowth rate, since tvhe funde nrovided by the State for these purposes have been
greatly reduceds 20/ It is thus apperent that the funds raised abroad are serving
only as a partial palliative for thisg reduction. In 1977 the construction of
houging in the public and pnrivate sectors fell in relation to the previous year,
indicating that the same situation has vecurved. '

476. Mention can also be made, by way of examnle, of the $7.9 million IDB loamn,
approved in December 1976, for potable water in 150 rural commmities. As pointed
out above (see supra, para. 368) official cutbacks in such arcas are on a scale
vhich means that foreign assistance is probably doing little more than helping

to cover some of the growing inedeguacicg in Chilean government provisions,

A79, The loans granted by the Inter-American Development Dank (IDB) to "improve
the health gexvices of the neediest populations in the rural sectors of the
country" lend themselves to the same considerationg. As wag stressed above
(supra, paras. 3635-363), the potential impact of the IDB projects is considerably
curtailed as a result of the Chilean Government's health poelicy and of the drastic
contraction of resources allocated to health (see supra,; Daras. 19“—215).

480« Baually indicative ig what has happened with the syetem of savings and loan
_.1. 04 Fogh (&4
associationg. Thic systen has received credits from international financial

institutions such as the United States hgency for International Development (AID)
and the Inter-American Savings and Loan Bank. However, the volume of activity

of the associations, far from increasing, has fallen, owing to the fact that they
are faced with a policy which is lcading to their virtual extinction. Thig is so
mich so thet the biannual renort for the period July-December 1977, prepared by
the Economic Analysis Unit of the Deparitment of Economics at the University of
Chile, points out that in the present circumstances the existence of the savings
and loan system connot be justified and that it ought to become a department

of the Central Banlkt. Its overations have fallen off charply. El/

- 19/ E1 Hercurio, 23 Pebruary 1977.

29/ Vhile in the three-year period 1971-197% nev starts vere made on
5,653,115 m2 of housing in %the public sector, in the following three-year
period (1974-1576) only 1,661,361 mJ were started. Public construction
of housing fell by more than 70 mer cent (see, inter alis, Bconomic and Financial
Statistics, Chile Mews, vol.l4, Wo. 7C1, 19 June 1975, p.1C).

g}/ In 1974 STHAP granted 23,7732 loans, vhich fell to 8,472 in 1975 and
to 5,804 in 1976. As a result of the general econonic sivuation, there has also
been a sharp drovn in the number of nevw depositors in the systen, which fell from
157,851 to 37,844 between 1974 and 1976,



B/CN.4/Sub.2/412 (vol. IV)
page 17

461, A similar conclusion can be drawn, for example, for the credits for small
farmers granted by financial agencies of the United States Government . .

Zsee supra, parase. 272=-273 and 275) or by the World Bank (see supra, paras 351
and 337-338). It.is apparent that the loans or aid received by emall farmers

in Chile have actually fallen in volume. An example of this is the position
of the nev owmers vho have received plots in the reformed seotor.vgg/

432. The conclusion is warranted that the funds from foreign sources provided

for specific purposes are not having the desired effect because the total funds
for the sectors concerned are reduced by the Chilean authorities.

483, As for economic assistance geared to development or that unrelated to any
human rights or development criteria, it is apparent from the documentation
available that these resources have .not benefited the majority of the Chilean
population. In fact, despite the steep increasec in the inflow of foreign loans,
credits and investments, the standaird of living and the level of consumption of
the large majority of Chileans have on the vhole deteriorated, though this is

not the case for a small percentage of Chileans with large incomes (see chap.l
above)., In spite of the slizht recovery which started in 1976, the situation

of economic, social and cultural rights remeine very scrious. One can infer from
the comparison betueen this situation and the groving influx of foreign capital
that the foreign resocurces have not had the effect of promoting the implementation
of human rights. :

A484. It must be added that, according to available statistics, foreign :
resources have not been directed in relevant volume to increase investmentss Gn
the contrary, these have been maintained over the years at very lov levels, 23/

22/ On 5 Iarch 1978 the nevspaper El llercurio, after covering more than
4,000 kilometres in order %o report on their situation, arrived at the following
conclusions: "shortage of capital for vorking the land due %o the high cost of
agricultural credit; virbtually no technical assistance; use of poor—quality_
seeds; reduced use of fertilizers and pesticides; leasing, sale or surrender to
share cropping of a high percentage of the 36,000 plots allotted...". The
Confederation of Farmers of the Reformed Sector has declared: "The financial
position of most allottees is bad; the sale of their produce will not bring
in enough money to pay off their loans and arrears of debt, both of vhich are
increased itremendously by the inflated rates. of interest. Thig problem has
assumed dramatic proportions for the farmers of the reformed sector. The fact
that they cannot pay their debis on time means that those debts are increased by
the: interest which continues to be charged on them, and, vhalt is even more serious,
that they have no possibility of obbaining credit to enable them to meet the nev
agricultural year!" (Bl lMercurio, 13 March 1978). The smallholders are also in
a very difficult situation. '

22/ According to figures of the Chilean National Accounts dravm up by
ODEPLAIT, the gross netiocnal investment in fixed capital decreased in 1975 %o
levels vhich the country had not known since 1960. In 1975 it was 2,325,000 pesos,
vhereas in 1971 it vas already 2,546,000 in money of the same value, During 1976
the amount was even lover - 2,246,00C pesos, In 1977, according to preliminary
estimates, it reached 2,055,000 pesos — an amount that corresvonded to the level
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of investment .in fixed capital during 1962, 15 years earlier.
period 1975-1977, the total gross national investment

In the three-year

7 reached 7,256,00C pesos, an
amount that must be compared with the 9,283,000 pesos invested in the three-year

period 1971-1973% and with 9,886,C00 pesos invested in the years 1968~1970. (All
the figures given in this note are expressed in pesos of 1965.)
Table 74
Account of grosgs domestic savings and investment
(llillions of 1977 dollars)
Particulars 1970 1971 1972 1973 1974 1975 1976
- I. SAVIGS | -
Gross National Savings 1512 1 327 816 Q87 1 399 508 363
Current Account Deficit of
the Hation : 136 267 48 297 69 404. =136
Gross Domestic Savings 1648 1594 1296 1 294 1 468 792 127
' IT. DOWESTHENT
1. Gross domestic investment
in fired capital: 1 449 1 466 1 241 1 205 1 373 002 255
lel. Building and other works: 824 899 T97 667 623 538 424
l.1.1, Buildings: - 415 464 421 320 . 388 . 220 164
1.1.1.1, "Housing. = 270 313 262 217 247 146 115
1.1.1.2. Non residential e
buildings 145 171 159 103 121 T4 69
l.1.2. VOther building and R o
work 409 415 376 347 456 318 240
1.2, Hachlne“y and equipment: 625 567 444 538 550 464 5%1
1.2.1, Imported A97 431 506 407 421 380 454
1.2.2, Hational 128 136 138 131 129 83 77
2. Increased stocks 199 128 55 85 94  -210  ~223
Gross Domestic Investment: 1645 1594 1 296 1 204 1 469 792 127
GDI index (1970 = 100): 100.0  96.7 73.6 73,1 09.1  43.1 44.1
GDI as a ¢% of Goods and
Services Used 17.1 15,3 12,5 12.¢  13.9 8,4 T4
Source: Economic and Financial Survey, Chile News, vol. 14, Ho. 699,

5 June 1978, p. 4, on the basis of ODEPIAN estimates

U

to 1977 dollar by deflating factor of 2,351.

in 1965

pesos, converted
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" In obher words, the economic scheme followed in Chile not only has had negative
consequences in the short term, but also has a regressive projection tovards
the future. "It would seem that this deterioration of the invegtment level
makes it difficult for the country to recover in the short term the econonic
activity level reachéed before 1973, This seems even more difficult because -
according to some sources -~ an imporbtant part of the country's facilitics have
been deteriorating during this period. According to the Cdmara Chilena de la
Conagtruccidn, because of the cuts in public spending, the funds allocated have
not even covered the maintenance of the existing infrastructure._gﬂ/

24/ According to a report:

"The President of the Cdmara Chilena de la Construccidn,
Hodesto Collados, feels that 'from the standpoint of public works, the
current situation is seriously deficient! and, unless a serious policy
is adopted in this comnection, 'within a period of not more than three
years, we shall see our econonic development critically threatened by
the lack of the physical support it essentially requires'. Ilr. Collados
believes that ‘talthough Chile ought to invest at least 8.5% of its gross
domestic product -in-infrastructure, it only allocates 3.2 to this end!,
vhereas only 'fto maintein and replace facilities built by the Bureau
of Public Voiks, after their useful life is reached, 390 million dollars
are required every year, excluding work in connection with the Santiago
underground railway and energy infrastructure'. In view of thig evident
situation in his own opinion, lir. Collados indicated the need to reallocate
public spending, inasmuch as vhile on the one hand investment in
infrastructure is minimun, on the other, public outlays in relation o
the gross domestic product are 'disproportionately high' and would be
revealing the existence of other exaggerated components in public spending,
because 'the State. not only spends foo muchy- but alsc spends on functions
that are altogether alien +to it!. Conscquently, he suggests a
redistribution of public spending, by means of increasing allocations
intended to investment in infrastructure, vhile pointing out that any
additional unemployment as a result of shrinking certain expenditure
comnonents, would be more than compensated by higher occupation required
to build infrastructure works." (Economic and I'inancial Survey,
Chile News, vol, 14, No. 699, 5 June 1978, pp. 1-2).
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485, If ‘the consunption of the majority of the population is not increasing and
the investment is kept at lov levels, it may be asked what role is‘played by
the copious floivr of external resources. It seems that a large volume of .
erternal resoureces has been used to maintain the rate of imports. The direct
investment made is usually for the purpose of gaining control of State
enterprises, vhich then pass into the private sector.‘gz/ :

483G, Toreign resources have also been used, in the last few years, to cover
the heavy deficit in the current account of the balance of payments, vhich had
a deficit of $US 518 million in 1977, according to Central Bank statistics.
Eetimates made in larch by the Central Bank indicate that the deficit is likely
to increase in the course of 1978 to $US 593 million., The magazine

Beonomia v Sociedad believes in the light of those estimates that the deficit
may climb to as much as $US 650 million.'gé/ It originates in the trade
deficit and, in particular, the defieit on the services account, which is
mainly due to the high cost of this external financing.

22/ In 1977, external inflows anounted to $US 1,361 million, according
to official Chilean Central Danlt figures. Projections made by the same Bank
indicate that in the course of 1978 they will reach the unprecedented figure of
$US 1,650 million (Hoy, 12 April 1978). The publication Economia y Sociedad
(tlarch 1978), basing itself on the Central Bank's statistics, concluded that
the gross capital inflow would rise to $US 1,750 million, of which
$US 1,300 million would come from medium~teim and long=term credits,
$US 260 million from short-term credits, $US 170 million from direct foreign
investuent and $US 80 million-from sales by private persons as through the
financial system. o o o

26/ The folloving -projection provides an indications:

Table 75

i

Projected balance of payments, 1978

\ v - (In nillions of dollars)
A. Trade balance ‘ '
1. Txports: 2 400
1.1e Troditional: 1 700
(a) lining L : 1 450
- - Copper . - 1 230
- Tron ‘ 120
-~ Saltpetre and iodine 50
~ Other 50
(b) Industrial 250
- TPighmeal 70
- Paper, cellulose, paperboard 140
~ Finished copper products 40
l.2. Hon-traditional 700
() Livestock, fish and seafood 205
- Agricultural 160
— Cther A5
(b) Industrial 495
- VYood 75

- Cther 420
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2. mports : 2 600
2.1. Conguner goods a/ _ ~ %00
2.2. Toodstuffs _ 360
2.5+ Intermediate productgs 1 320
2.4, Capital goods 620
S et trade balance .
(1=2) -200
7. Balance of services
1. Return. on capital : -430
(a) Interest -405
- HMedium~ and long-term debts -334
- Short-term debts - 43
~ IMF interest payments - 28
(b) Profits - 25
2 Hon-financial services
(freight and insurance, net) -~ 40
3. Transfers (net) - + 20
et Dalance of services (1 + 2 + 3) ~450
C. Het balance on current account (A + B) ~650
D Capital account . : +9C0
-  Gross capital inflovw 1 750
- llediwm~ and long-tern credits 1 500
- Short~terrm credits 200
—  Direct foreign invesinents 176G
-~  Private currency sales ' 30
L. . Het balance of payments: +250

: ;s . . c -~/ -
hggamption: price ol copper, (3 £ per pound.

Source: IBceconomia v Soeiedad, March 1973,
3 i b

a/ 2,1 covers consumer goods other than foodstuffs.
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487. As has already becn mentioned, the gross loans given are used, in addition
to paying off the deficit, for servicing the external debt, vhich, precisely
becauge of thesc borrowings, doeg not diminish. At the end of 1972 it stood

at $US 3,602 million and by the end of 1977 it had reached £US 5,275 million,
and there ig every indication that, if the present state of affairs persists,

it will continue to expand. Its increase was particularly pronounced in 1974
and 1975, amounting to $US 1,215 million, The upvard trend abated in 1976 oving
to the drastic curtailment of imports which accompanied the drop in production
and consumption levelg in 1975, but in 1977 it began to move up again, although
slovly.,. 21/ : :

488. Several sources also indicate that defence expenditures have increased. It
could be inferred from several facts given above (see supra, paras. 88-146) that
they benefit largely from the foreign exchange made available by assistance coming
from abroad. In the distribution of the fiscal budget for the present year the
resources allocated to the Iiinistry of Dofence, in national currency, will amount
to 21.9 per cent of the total, as against 19,9 per cent in 1977. In terms of
foreign exchange they will, however, remain practically the same, at around

15 per cent. Again in terms of foreign exchange, if the sums carmarked for
gservicing the public debt are excluded, the budget appropriation for the Ministry
of Defencé is equivalent to 58.39 per cent of total allocations (sce supra,

para. 99)., It follows from the above observation that the present Chilean
Government has benefited over the years from a generous. inflow of external
resources, which has enabled it to keep its economic scheme in operation. It may
reasonably be claimed therefore that it is this inflow of capital that has to a
great extent permitted the viability of an economic policy which has had the
severe repercussions pointed out above (paras. 147—249) on the living conditions
of the vast majority of Chileans - in particular on their rights to work, to food,
to health, to houging and to education. '

gl/ It appears from the available gources that another part is to some

xtent directed to sustaining a high level of consumption for a minority and to
obtaining remarkably high profits in financial speculation. In 1976 the real
interest on credits given by the banks for short-term operations had an annual
accurmlated rate of 63.5 per cent, and in 1977, 56.3 per cent. There have been
times vhen the real intercest rates of the banks for credits of 30 days have
reached monthly levels of 8.3 per cent, The reality of this financial speculation
hag been publicly vecognized by Professor Arnold Harberger, Director of the
University of Chicago's Department of Hconomics, vho is one of the economists on
vhose theories the designers of the Chilean economic scheme baged themselves.
"The maintenance of such high rates of real interest for so long is a phenomenon
unique in the world", he said last November (El lercurio, 27 November 1977).

The members of the minority that benefite from this policy have at the same
time increased their patrimony, having become owners, on very Ffavourable
¥ Vs & s Y
conditions, of enterprises that were previously publicly owned. At the same
tine, the Government authorities allow a great deal of resources to pass into
’ &
the hands of foreign investors.
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D. The relation between foreign economic agsistance
and the enjoyment of civil and political rights

482, As pointed out in chapter III, five sorts of relations between foreign
economic assistauce, on the one hand, and civil and political rights in Chile, on
the other hand, may be distinguished.

490, Pirst, the large-scale violations of civil and political rights which have
been perpetrated since 1973 in Chile have led many States and, in a few instances,
intergovernmental organizations to withhold economic agsistance previously
granted or scheduled to be granted to the governmental authorities (see SUpTa.,
par s,404~420). Ag a consequence, a large flow of foreign aid that could have
produced beneficial consequences for the vast majority of the population has

been stopped.

491. Secondly, the present Chilean policy of repressing some human rights, in
particular trade union rights, has become an important factor for attracting
foreign investments, especially of private entities. Yor the Chilean authorities
can-offer cheap labour and violently enforced industrial discipline. In addition,
thanks to the "creditworthiness'" attained by freezing wages, severely cutting
public expenditures and reducing inflation, the Government can attract loans from
international institutions such as IMF, which attach great merit to "credit-
worthiness" (see supra, paras.421-424).

492, Thirdly, it seems that the present serious violations of, or restrictions
on, civil and political rights, in particular freedom of expression, freedom of
association and trade union rights, have an adverse impact on the utilization
of foreiem economic aid.  Thus, for instance, political groups or trade unions
cannot participate in the decision-making process concerning the economic
policy choices. All decisions on these matters are taken by the small ruling
group. Thus, other groups which inter alia could better channel the aspirations
and the needs of vast segments of the population are kept outside the decision-
making process and cannot propose or contribute to implementing measures
designed to use foreign economic assistarce in a manner more advantageous to
the underprivileged (see supra, paras.425-429).

493. Fourthly, all.those Chileans who suffer more directly from the present
repressive system, in particular because of the 'disappearance" or arbitrary
arrest, detention, torture, ill-treatment or harassment of their relatives, do
not draw any direct benefit ~ go far as it has been possible to ascertain on
the basis of the available material -~ from the huge economic assistance flowing
from abroad. Even worse is the fate of those who, after being detained for
political reasons, look for a job to earn their living.. According to

Amnesty International, they face all the oommon problems of the poor segments
of the population and undergo extreme hardship. gg/ Except for the economic
assistance granted by a few Governments to humanitarian bodies operating in
Chile for the purpose of helping finance their relief action, no special benefit
is dravn by this category of particularly distressed persons from the foreign
economic aid channelled to the Chilean authorities (see supPTra,s paras.430—436).

28/ See supra, para.43l,
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494, Fifthly, the Rapporteur hag identified another relationship between
represgion oft cnv11 and- politica solghtas and’, fbrelgn efonomic assistance.

The Government 's- ecoucuic policy produces to a“great extent harmful consequences
for the social condition oi the vast majority of the population (suffice it to
consider the hi 1 vate of unemplovmcnt cad "condealed" uneanployment, the
reduction in the purchasing power oi wage and salaxy earners or the worsening
of public services following the cuts in pubLlo emppndluures) Consequently,
that policy cannot but give rise to discontent and unrest.  In oxder to keep
them under contro'; “the Chilean authorities need a repressive system, based on
the denial of the bagic civil and polid tical vights, Through this system they
prevent the vast’ mﬂJorJtJ of- the ‘popnlation from expre551a0 freely their
dissatisfaction with p“esent 11v1ng conditions and from bringing about 3001a1
and p071tlca1 churgnc : :

495. Ag foreign economic wassistance largely serves to strengthen and to prop
up the economic system sdopted by the Chilean authorities, which in its turn
needs to be based on the repress sion of civil and polltlcal rlght59 the .conclusion-
is warranted th " Lhe bvlk of Uresent economic a351stance is 1nsvrumental 1n

parasa437—d4
© The %wohmutually’supporting adverse effects
of foreign economic assistance "

496, Pmom what bas been stated so far, the following general conclusions can

be drawn’'as concerns the basic relation between foreign economic assistance

(or betuer, the preateot_part of this a3313uanoe) and human rlghtsa The
present gross viclations of. humen rlght% in Chile are related to economic
assistance in two respects. The first and most apparent is that the- ‘bulk’ of
this assistance helps to strengthen and maintain in power a system which pursues
a policy of large-scale violations of these rights. It has been stressed above
+hat this applies to some forms of economic-assistance concerned with development
as well as to most forms of aconomic agpiptence “hal show no concern either with
hunan rights or-iith developuent (in the main, this can be zaid of the financial
resources at precent flowing in hurs auentities foon foreign private soumces).

It must be added that the same holds true for many cases of assistance directly
related to human rights (ae&lstdroe given with the specific aim of improving ,
the situation.cl thlfopJ]utlon in the field of houq¢ng, ganitation, hospitals;
health centres; Tete. ) Often the Covermment uses this assistance %o replace o
national wesources, which ars diverted to other ends, including tbat of financing
the repressive system. In all these cases thers arises a rela+1onsh1p in which
economic assigtarce often appears ingtrumsntal in perpetuating cr at least
maintaining the Cmf cnt TltUd sion 'of groos v101aflons of humen rights...

497. The second aspect is no less impo"téutﬁ, In oxder to obtéin'the aésistance
which it seeks abroad, the Covernment has to ensure a favourable presentation . -
of the indices Ly which an economy is normally held to be "healthy". It must
appear to be "ereditworthy" (1 e. 1t must have a favourable halance of- payments.,
inflation under control and dlmlnwsnlngg a. reduvulon of public expenilture, etc.).
This domestie policy” does qot take into account the human factor involved, and
in fact creditworthiness can only be obtained by a redistribution of income which
is unfavourable to the vast maJorﬂty'of the population.  Furthermore, to the -
extent that it is not only foreign econcmic esaistance in the form of loans
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(vilateral or multilateral), but investment that it is sought to attract, the
state of poverty or backwardness of the working sector of the population does
not appear as a negative factor. t appears rather as a wpositive element that’
may lead foreign enterprises attractéd by cheap labour and the low cost of
production in the country to take the decision to invest. In this respect a
major role is played not only by the drop in wages or purchasing power, but also
by a deterioration in the benefits that workers and their families receive in
other than monetary form (sccial services, which generate possibilities and
expectations of welfare and progress in the areas of health, construction of
low-cost housing, free education, etc.). It appears that sometimes the nearer
to poverty the worker appears. the better are the conditions for the investor.

An added - and a major —-advantage for foreign investors is the fact that social
unrest, strikes, etc. are forcefully prevented by a repressive system which
denies some basic human rights, including trade union rights (in particular those
relating to the eleotlon of union officials, collective bargaining and the right
to strike). ' S

498, If the two aspects of the relationship between economic assistance and the
violation of human rights are considered, it can be seen that in the second
aspect the "causal' relationship is inverted,. Thus, together, they make up

a closed circle of cause and effect: economic assistance to a very great extent
permits the perpetuation of violations of human rights, and such violations,

in their turn, bring about the necessary condltlons to obtain economic assistance.

499. It may now prove useful to agk ourselves to which of the two abstract models
of correlation between human rights and foreign economic assistance, set forth
above (supra, introduction, paras.58-61) the situation of Chile comes closer.

On the basis of the research undertaken so far, it is submittad that, all things
considered, the situation in Chile does not correspond to either of the two
extreme categories identified above. In particular, it does not fully fit in
the extreme "negative" category where any form of foreign economic assistance
indisputably has an adverse effect on human rights. As noted above (gupra,
para.472), there are instances of foreign economic aid which effectively benefit
some categories of indigent people in Chile. These cases are, however, minimal.
By far the greatest portion of foreiegn assistance does not have any directly
beneficial effect on economic, social or cultural rights and instead serves to
strengthen and shore up the present economic and political system. It would
therefore seem that, in the wide spectrum of possible concrete correlations between
human rights and foreign economlo a851stance, the Chilean situation tends to come
very close to the extreme "negative'" category.

P, Some considerations which might prove helpful
for any,United Hations action

500, The Rapporteur does not believe that he is called uwpon to make recommendations,
much less propose a blueprint for action. In his view, it is up to the competent
United Nations bodies to decide what action, if any, they may wish to recommend on
the basis of the present study, to Governments, intergovermnmental agencies, and |
private bodies.  The Rapporteur believes, however, that it may be useful to set
forth a few general observations and recall some views that are based on an
approach different from the phllosophy currently behind most forms of foreign
economic assistance,
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1. States

501. It has been stressed in this report that the over-all effect of governmental
aid has been to provide considerable general financial support for the Chilean
Government at a time when other avenues vere closed., The specific impact of such
assistance is hard to qualify except on the most general level, but given the kinds
of economic and social priorities that have emerged in Chile over the last five
vears, its role must be viewed critically, It has also been emphasized that one of
the most notable points about govermmental assistance is that so little of it ig.
conditioned in any way by direct consideration of the economic and social welfare
or the human rights of the recipients. Development aid does consider thege
factors, but attempts to make such aid really effective have led eventually to a
reduction of over-all transfers, though there have been interesting and innovative
altemative prograrmes. Decisions on debt rescheduling, however, require no
revision of welfare or rights and it would seem egsential, if govermment attifudes
to developing countries are to be congistent, that they should fake the
responsibility of reviewing the developmental effects of inputs as important as
these., These remarks would also apply to assistance extended through support to
private trade, though here, developmental considerations are present on paper in
many cases but require extension and more thorough supervision in practice.

502. It has also been pointed out that since 1976 a growing concern over human
rights violations has led to the emergence of policies designed to stop or restrict
aid to the Chilean Government, or to ensure that any assistance granted should be
conditioned in such a way as to make its human r”ghts impact really beneficial.

503. A range of measures are currently being proposed or 1mplemented by -Aifferent
providers of econoriic assistance to help bring about a more positive humen rights
balance. Some of the investment guarantee programmes, for example, already include
provisions trying to promote employment through more labour-intensive technology.
In some instances, local counterpart funds are called for to help increase the
over-all, impact of amounts provided, Assistance such as the direct distribution of
food under the United States PLISO Title II Programme, is provided in a way
ensuring that goods arc directly accessible to the destitute, or go to programmes
such ag soup kitchens and rural health facilities from which the indigent people

in particular will benefit, Assistance for such projects as industrial and
agricultural co-operatives, beyond ensuring that the poor benefit, seek to promote{n
some control by them of productlvo resources and greater share in the decision~ """
making which immediately affects their lives, Chilean Government sector policies
are reviewed in relation to developmental progects, and some degree of influence
would appear to be exercised over such policies by at least some sources.

504. Discontinuance of economic assistance on human rights grounds, conditioning
of such assistance to an increasing extent on respect for human rights, or adoptlon
of one or more of the various measures referred to in the previous paragraph,
undoubtedly constitute valid-responses to the question of how to render foreign
economic assistance to Chile beneficial tc human rights, The Rapporteur feels,
houever, that before making a decision on which of the above attitudes should be

: Vu, Statee ought to become aware of both the basic phllosonhy behind those .
113 attitudes and their real impact on the human rights situation in Chile.
. réspect, e believes that two fundamental approaches to the question of
nar: rights and foreign economic aid'" can be identified, each showing different
features and involving verying conseqguences., These two approaches — which will be
ol GOholdereQ in the next paragraphs ~ could be termed "the Harkin Amendment
" and "the Hetherlands development aid avproach'
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505. Reference has been made above (para. 267) to the "Harkin Amendment' of 1975,
which constitutes Section 1156 of the United States Interna’ional Development and -
Tood Assistance Act of 1961L. It reads as follows: S : :

"Sec.116., Humen Rights. - (a) To aszsisvence may be provided under this
part to the government of any country waicn engages in a consistent paticrn
of gross violations of internationally reccgnized humsn rvights, ineluding
torture or cruel, inhuman, or degrvading treatment or punishment, prolonged
detention without charges. or other flagrant denial of the right to life,
liberty, and the security of person, unless such assistance will directly
benefit the needy people in such counti : :

STy .

”(b) In determining whether this standard is veing met with regard to
funds allocated under thig part, the Committee on Foreisn Relations of the
Senate or the Committee on International Relations of the House of
Representatives may require the Administrator primarily responsible for
administering part T of this Act to submit in writing information -
“demonstrating -that such assistance will directly benefit the needy people
in such country, If either committeec or either House of Congress disagrees
with the Administrator's justification it may initiate action to terminate-

ssistance to any country by a concurrent resolution under section 617 of .
this Act.

"(¢) In determining whether or not a government falls within the
provisions of subsection (a), consideration shall be given to the extent of
co—operation of such government in permitting an unimpeded investigation of
alleged violations of internationally recognized human rights by appropriate
international organizations, including the International Committee of the
Red Cross, or groups or persons acting under the authority of the
United Nations or of the Organization of American Statesg.!

It is the opinion of the Rapporteur that this piece of legislation rust be greatly
praised, at least in three respects. Firsgt, it rightly starts from the assumption
that it would be ethically inconsistent and politically counterproductive to grant
economic assistance to a fLoreign Government which behaves. in a mamner contrary to
the bagic values with respect to human digmity agreed upon by the international
commuhity. Such assistance could not but serve to keep that Govermment alive, thus
helping perpetuate gross disregard of basic human rights. Second, for the assessment
of whether a foreign Government misbehaves, the aforementioned United States
legislation does not use domestic standards; the yardsticlk by which foreign
governments should be gauged are instead the international standards accepted by the
whole community of States and spelled out in United Nationg instruments. This can
clearly be inferred from the terminology used in the Harkin Amendment ("any country
which engages in a consistent pattern of gross violations of internationally
recognized human rights")., Thus, the legislation does not project American values
abroad but relies upon the basic principles accepted at the international level,
Third, the Harkin fmendment shows an awareness of the difficulty of determining
soundly whether and to what extent a Government grossly violates human rights, and
of the consequent need for international investigation of alleged infringements of
human rights. It therefore aptly uses as a criterion for determining whether a
foreign Government misbehaves the degree of co--operation of such Govermment in
permitting international inguiry. It follows that, under the Harkin Amendment,
whenever a Govermment refuses to allow an internatiornal organization to conduct an
independent and objective investigation of its alleged disregard of human rights,
there arises a presumption that that Government engages in a consistent pattern of
gross.violations of human wights. :
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‘506 Desplte the major merits referred to above, the Harkin Amendment shows, in the
: the Rapporteur, tue sirrificant flaws. Firgt, it tende to focus
LV g t8, neglecting Vo scme extent economic, social
ough the wording of subsection (a) is rather broad

.;i:; cnod refers only So some basic civil and politicsl

» the impression that other categories of human rights are

The Rapporteur believes that in assessing the behaviour
the field of humen rights, such basic rights as the right
_ to housing and to education cannot but be consgidered as
. k with the right to 1ife, liberty etc. Ctherwise, it might be thought
traditional Vestern "eighteenth-century' approach to human rights vas being
taizen, The second deficiency of the "Harkin Amendmert doctrine" is closely linke
with the previous one. The Amendment disregards the general soclo-economic context
of the nrospective reciplent State, in that it -does not take into account the
economic policy carvied out by that State and its 1mpact on the conditions of the
underprivileged. In fact, in evaluating whether foreign Govermment is entitled to
obtain economic assis taaoe, the economic and social policy implemented by that
Government should be examined, to see to what exbent that policy can prove conducive
to respect for human rights. In other words, human rights (especially civil and
political rights) should not be considered per se but within the general
soclio~economic setting and against the baclkground of the general living conditions
of the population of a given country.

-“‘)‘C,L__ T;l cal

inoecg alti

507. This basic deficiency of the Amendment also lies behind the 'needy people"
exemption clause to be found in subsection (_) ("o assistance may be provided ...
miess such agsistance will directly benefit the needy people in such country").

e concept of granting economic assistance to the authorities of a country which
grossly violate human rights provided that such assistance "will directly benefit the
needy people' of that country does not take account of the following fact: such
assistance can be used by the recipient authorities in such a manner that the
beneficial effect for the 'meedy people" proves to be very limited, while at the same
time having advantageous consequencesg for the State authorities (e. sy AL these
authorities use foreign aid tc replace domestic resources, which are then diverted
to targets that ars not socially useful, such as defence). “he "needy people”
doctrine is in fact a short-term policy which can serve the purpose of meeting the
needs of only small segments of the .society and only to a very limited extent.

Theref ore, this doctrine ultimately turms out to be based on a "charity" pﬂllosophy.
Or, at least, it shows some features in common with that philosophy: it can -
eventually contrlbute to healing only the nost fflarlnb social ills and only in a
limited and superficial manner; it cannot tackle the deep roots of social
inegualities nor does it contribute to raaloally improving the fate of the
underprivileged strata of soclety.

503. The other basic approach to "humen rights and foreign economic aid', namely
the one taken by the Netherlands legislation on development aid, will now be
considered. The criteria Ffor the selection of target countries are set forth in the.
explanatory memorandum accompanying the 1975 Develonmenu Co-operation Budget. It is
stated there that Netherlands aid must be guided not only by "the degree of poverty"
but alsc by "the extent to which a social and political siructure is present which
uill make QOuolOle a policy truly designed to improve the situation within the
commtbry and will provide a guor%ntoe that the aid will benefit the whole
comﬁqulty”,,gg/ Turthemore, "particular attention will also be paid to the policy
f > pursued with resard %o human rightg”., This last makes explicit the aim
d in the previcus senvence. '

”9 Ouoted oy J,P. Pronk, "Human rishts and development aid', Review of the
Tnternational Comaisgion of Jurisss, 1977, p. 37.




E/CH.4/Sub.2/412 (vol. IV)
na 2¢

50%. The philosophy behind the Netherlands legislation was clearly stated by
Mr. J,P. Pronk, then Netherlands linigter for Development Co~operation, in an
article on "Humen rights and development aid’, He sitated there that

”Developmen+ aid means workin 2@ for fairer gsocial structures ~ a matier
of fundamental importance as regerds human rights; it also means giving
direct aid to the victims of violations of human rlgbtse among them
political prisoners and refugees." 30

Fe went on to says

_ ”It will be clear that I do not believe that development aid can be
neutral in character. Dovelopment aid must set in motion processes
through which the poor and the opnressed can achieve freedom and the
right to a say in their owm aifairs. This means in.turn that development»
aid must beneflt people, and not be geared to powerful intercsts: .it must
also help reform the world community in the interests of tbo»ooor countries
and the poor people in thoge countries. Vorking for human rights involves
people within societies, and may affect tgo foundations of those societies.
Working for human rights very of ten means encroaching upon vested interests.
Development aid is not identical with work for human rights, but the tuo

overlap ..." 317

He then pointed out:

"Development ald should be concerned with the rights of peoples and
individuals, and not with the inzterests of states. We must try to use
channels which reach the people directly, and for this reason we attach
great importance in our policies on human rights and development aid to
national and international non-governmental organizations active in the
promotion of justice and refcrm., The vieu is geining ground, and it ic
supported by practical experience, that in situations of oppression,
exploitation and persecution, the dominant political, economic and
military powers are not suitable instruments for bringing about reform.
Reform can be brought aboutr primarily by the oppressed and thoge who are
discriminated against themselveg, UNESCO statements on racial discrimination
and UN resolutions on apartheid and colonialism support this-view.  The
World Council of Churches, meeting recently in Nairobi, put it thvu: '

"We realize that those who operate the structures of oppression are-
dependent on the people they oppress and that both are equally in need of
liberation and God's forgiving.love. In this fallen world, houever, it is
far more likely that the will and strength to end oppression comes £rom
those who bear the brunt'ofﬂit'in_their~own'lives rather than from the
pr1v1le oed Derson groups and nations.!" jg/

30/ J.P. Pronk, loc.cit., p. 36 (emphasis added),
31/ Toid., p. 37 (emphasis added).

32/ Tbid., p.

N

23 (emphasis ad.d_ed)a
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510, The Rapporteur fully endorses these views and the general philosophy behind
them, He would like Hc siress, in periicular, the following points in the
"Wetherlands philosophy” of the link that should exigt between economic assistance
ard respect for human riszhts, First, emphagis is placed on the situation of
economic, social and cultural rights (vithout neglecting, however, civil and
political vights) of the prospective recipient country. Second, the aim which is
souzht is not an imprcovement in the lot of some indigent people, but a basic change
in the conditions of "the poor and the oppressed”, a change which should lead fto
the creation of 'fair social structurcs'™. In other words, economic assistance
chould be designed both to better the living conditiong of the underprivileged and
to put them in a position to participate in a democratic decision-making process,
Third, whenever a decision on granting economic agsistance must be made, account
must be taken of vhether the exigting social structures of the prospective
recipient State, as well as its economic policy, are likely to render foreign aid
truly beneficial to the whole commumity. In short, the Netherlands philosophy
appears to be a long-term policy, vhich can prove capable of helping to come to
grips with the fundamental problems of respect for human rights in countries where
these rights are consistently tramnled upon.

511. In addition to action by States Members of the United Nations in the field
of economic agsistance to Chile, action by the Chilean authorities themselves is
urgently called for in a numver of sectors. In particular, adequate measures are
necessary for the improvement of the social and health conditions of political
detainees and of their families. In this respect, the Rapporteur shares the
suggestions made by the representative of Armnesty International in the Commission
on Human Rights on 24 February 1978. Ie suggested inter alia the following:

".es prisoners should be allowed to carry out useful and remunerative worl;
vee every effort should be made to find permanent and gstable employment
for those alfected by arbitrary imprisonment and detention and, in the
meantime, there should be special welfare arrangements to compensate for
the logs of social security benefitsy ...

"ntil those objectives had been achieved, interim relief was
essential. The greatest needs were the provision of a sufficient and
balanced diet for prisoners; the establishment of workshops within the
prisons and marketing of the goods produced; the rehabilitation of
ex-prisoners and ex-detainees, for example by sponsorship of small work
projects prepared by the ex-prisoners themselves under the sponsorship of
the established Chilean agencies, for no external organization had yet met
that need; ... medical assistance for prisoners, their families and the
families of migssing persons, particularly since Amnesty International had
received reports of outbreaks of tuberculosis in prisons without the
authorities taking any action; ... food and schooling for all children
affected; regular travel for relatives in remote areas bto visit prisons;

and special care for the relatives of missing persons.'" 33

——

/ - ~ ¢
/ L/CN../8R.1456, paras. 17-10.
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2. United Wations specialized agencics

512. A striking fact pointed out in the course of the research for the present
report is that many United Nations specialized agencies do not base their action
con human rights criteria. There is here a clear inconsistency between the
principles proclaimed by the principal United MNations organs and the action of
intergovernmental organizations linked %o the United Hations (particularly the
International Monetary Fund and the World Bank). In fact, while United Nations
agencies are invited, under General Agsembly resolution 31/124 of 16 December 1976,
"to take steps which they may consider appropriate as a contribution to the
restoration and saféguarding of humen rights and fundamental freedoms in Chile",
the available evidence shous little direct concern for any criteria beyond the
intrinsic merits of many of the projects and programmes in themselves.
Particularly in cases vhere the human rights impact is currently tenuous at best,
more active consideration could be given to ways in vhich project and programme
design, and any potential influence on broader sectoral policies, could be used
to achieve a more positive impact.

513. The relevant international instruments nertaining to the relationships
between the United Nations and the speccialized agencies make provision for
co-ordination of their respective action. Thus, the Charter of the United Nations
provides in Article 53 that "The Organization shall make recommendations for the
co-ordination of the policiecs and activities of the specialized agencies®. And
Article 64, paragraph 1, provides that "The Lconomic and Social Council may take
appropriate steps to obtain regular reports from the specialized agencies. It
may make arrangements with the Members of the United Nations and with the
specialized agencies to obtain reports on the steps taken to give effect to its
own recommendations and to rccommendations on matters falling within its
competence made by the General Agsembly'. Turthermore, the Charter provides for
mutual consultation jé/ and for the participation of representatives of the
specialized agencies in the deliberations of United Nations bodies, and vice
versa. jj/ The Agreements governing the relationshin between the United Nations
and each specialized agency restate and amplify this co—-ordination of their

j&/ Article 63, paragraph 2, provides that the Economic and Social Council
“may co~ordinate the activitics of the specialized arencies through consultation
with and recommendation to such agencies and through recommendations to the-
General Assembly and to Members of the United Nations®, '

:_ﬁﬁ/ Article 70 providess “The Economic and Social Council may make
arrangements for representatives of the specialized agencies to participate,
without vote, in its deliberations and in those of the commissions cstablished
by it, and for its representatives to participate in the deliberations of the
specialized agencies.” '
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regpective action. jé/ Thercfore there would bey- in principle, ample opportunity
for the gspecialized agencies Lo bring their actiopn into line with the
recommendations of the Unlmec HJations ancral Assembly on Chile anc congtantly
take human rights issues inbo consideraticn when deciding upen the sort of action
to be taken with resgpect to Chile, within their respective fields of competence.

514. Yet the above congicderatio tend to remein rather theoretical, because of
the following facts. E irst, cl@ “ueowcl¢uel agencics vhose actions have tho greatest
reater need for

impact on Chile, and for vhich there conscquently arises a g
co~ordination with General Assembly rccommendatlions on Chile, are the Vorld Bank
and the International Monetary Fund (IIF). These two orgenizations, howsver, are
precisely those vhich enjoy the greatest frocdom of action and autonomy with rocnect
to the United Nations, as is apparent from the statutes of these orpanizations and
from the Relationship Aorccm;rfu they concluded with the United ﬂatlono.‘jl/ It
therefore proves less casy for the United Wations to uwrge them to adjust their
nolicy - at legst as far as Chile is concerned - to the resolutions adoptcd“by the
General Assembly on Chile. In addition, at least on one occasion, in 1967, there
emerged a clear differcnce of views betucen the United Hations and the B ank on the
question vhether the Bank should comnly with the request of the General Assembly

to withhold economic assistance to Portugal ané South Africa uvntil they renounced
their policy of coloniel domination and racial discrimination. On that occasion

the President of the Bank made the following statements

"The Bank's articles provide that the Bank and its officers shall not
interfere in the political affaire of any lember and that they shall not
be influenced in their decisions by the political character of the lember
or Members concerned. nly cconomic counsiderations are to be relevant to
their decisions. Therefore, 1 hrovose_to continue to trcat requests for
loansg from these countries (PO“* 2l and South Africa) in the same manner

Zoy

as applicationg from other Hemberu . 355

Later on, the Bank again nointed 0U1 that it 1ntorn°eteu its Articles of Asrcencent
and the Relationship Agreement with the United Hations to the effect that the

-

Banlk, in the conduct of its act1v1tlos, enjoys "a pogitive independence of the

36/ Sce thereons A. HMalintoppi, "Saggi su aspetti normativi del
coordinamento nel sistema delle Nazioni Unite', Annali della Facolts giuridica

ell'Universitd di Camexino, vol. XXX, 1964, p. 272 ff.3 J. Dagory, "Les rapports
entre les institutions SOOC]a'iSSGo et t'Or“aﬂlsatlon des Nations Unics', Revue
aénérale de dyoit intornotionsd nubhlic, _069, p. 286 £f. (esp eolally 349 f£f,

See also R.J. Dupuy, "Le droit des relations entre les organizations
internationales", Recueil dce Cours de 1'Académie de Dyoit Intern@tional de La Hayo,
1960-1I, vol. 100, p. 575 T :

%1/ See A, Malintoppi, loc. cit., pp. 304-30C; I. Dagory, loc. cit., p. 349 ff.
R, Lavalle, La Banque liondialc ct ses filialcs: aspects juridiques et foncltionnement
(Paris, 1972), pp. 127-134; B.S. Mason and R.A. Asgher, The Yorld Bank since
Bretton Woods (Washington, D.C., 1973), pn. 559-570.
23/ Statement madc on 29 March 1965, A/E825, n. 8, roferring fto article 1
Y 9 Jy & : ’
section 10, of the Articles of Agreement of IBRD.
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need to have regard to any considerations other than economic considerations'. 39/
The Bank therefore refused to discontinue cconomic assistance to the two
aforementioned Governments.

515. Despite the above consicerations, it secems that there iz room for believing
that both the Bank and the TIT could endeavour to take, at least to some cxtent,
human rights or social development criteria into consideration vhen considering
economic assistance to Chile. :

516, With respect to the Vorld Bank, it is appropriate to recall first that in
1967 it did not rule out consideration of criteria other than economic ones’ in
determining its policy towards States, It shateds —

"The Bank may and docs take into consideration, and is influenced in its
lending decisions by, the economic effects vhich stem from the political
character of a member and from the censures and condemnations of that
member by United Hations organs. Hovever, by virtue of article IV,

section 10, of its Articles of Agreement, the Bank, in exercising its
Judgment, must consider such cconomic c¢ffects together with all other
relevent economic factors, in the light of the purposes of the Organization.
What is prcecluded from congidering is the political character of a member

as an independent criterion for decision.' 40/
The Bank further pointed out that

", .. in creating an organization to which member Govermments with different
political characters and aims or interests vere about to furnish sizable
but limited resources to be used for cconomic reconstruction and
development, it was thought necessary to nrevent the use of the leverage

2 -

that would be provided by the granting or vithholding of financial assistance

An exchange of communications between the United Nations and the
Vorld Bavk is reproduced in United Wations Juridical Yearbook, 1967, pp. 108-132.
See in particular letter of 20 July 1967 from the Legal Counscl of the
United Netions to the General Counsel of IBRD, ibid., p. 131,

On the divergence between the two organizations on the question of economic
assistance to Portugal and South Africa, sce S.A. Bleicher, "UN v, IBRD, A dilemma
of functionalism', Internmational Orpénization, 1970, pp. 31-475 D. Ruzid,
Organisationsg internationales et sanctions internationales (Paris, 1971),

pp. 140-1483 H,G. Schermers, International Institutional TLaw, vol.II, Functioning
and Legal Order (Leiden, 1972), pp. (84-085; IL.S. Magon and R.E. Asher, op.cit.,
Pp. 586-591, ' '

AQ/ "Bxtract from a letter dated 5 lMay 1907 from the Generel Counsel of the
International Banlk for Reconstruction and Development to the United Hations
Secretariat transmitting a vnaper containing comments of the Legal Department of
the Bank on the memorandum prepared by the Secretariat', United Nations Juridical
Yearbook, 1967, p. 124.
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ce of the political aims of any

to a particular member for tz; furthera:
o matter hov worthwhile such aims might

member or any group of members, nc
appecar to be.' 41

.
ne.

5

beon rightly pointed out by a great authority that

%]

517. Furthermore, it

"The Agreement between the U and the BANK provides no basis for an
obligation on *the part of the latter to follow UN resolutions. It may
hovever be a strong ground for perxmitiing the BANK to take the action
requosted by the UN autonomously. A gencral obligation to bring its

policy into line with that of the U could be derived from the gencral
principles UDLVrlle” the functionally decentralized structure of the

"ON Tamily". This genﬂrql obligetion could be a bhasis for the DAIK to

act according to the wisg of the UN vhencver it is pvermitted to do so.' 42

pa

518. Apart from the above considerations, it can be pointed out that, as has
already becn stressed (supra, paras. »)O—)BQ) _j/ the Vorld Bank is showing
increasing practical concern vith social development and not just infrastructure
development. Howvcver, it scems that there is ample room within its present terms
of reference for a more full and consistent application of social considerations
in project appraisal. In particular, the consideration of conditions of labour is
conspicuously absent in the othcrvise extremely detailed country and project
asgessment, A more carcful analyﬂ'u of possible recommendations and conditioning
could epsure a maximizalion of the positive impact of the projects it finances on
cconomic, social and cultural rights,

519, If the Vorld Bank did not deem it fitting to take greater account of human
rights criteria, action on the part of lember States could prove helpful. In
this conmexion, mention should be made of the clause in the IHarkin Amendment
adopted in 1977 by the United States House of Representatives wvhich "required the
U.5, delegate to cach of the international financial institutions to vote against
loans to repressive govermments unless the loan was dircctly bencficial to needy
people'. g&/ Althergh this amendment incoz crates the 'meedy peonle oxemplion

41/ Ibic., p. 131
42/ W.G. Schermers, op.cit., p. 635, :
43/ Sce also J. Touscoz, "Le Groupe de la Banque llondiale face u" exigences

du ocveloppemeﬁi“, Revue o“‘fc de droit international, 1970, pn. 15-2

AA/ G. J Loeschors “U.u. human rights policy and international financial
ingtitutions", The World Today, Decembex 1977, p. 462. This author mentions
another significant picce of United States legislation: The '"Reuss Amendment fo
the multilateral banks [vhich] recommended that the Administration encourage the
various multilateral lending iw 'LTUthJS to chammel aid to those countries vhich
are advancing human rights" (ibid, Locscher points out, -however, that
"Pregident Carter and the Preside 3 of the World Bank, hobert Hbﬂamaf&, ‘have -
expressed their oppasiticn to. thesc developments and argued that the U,.S, should
not approach the iFls [LﬂLOTﬂaLlO nal Tinancial institvtions| as a means -of
chastisement rather than as a positive tool for human rights oavelopmeni” (ibid.).
On this point sce also H. Rosenblatt, "World Bank to reject funds if US links them
to rights", International Herald Trl)une, 15 July 1277, -

O
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clause', which is based on a gevneral approach to human rights that the Rapporteur
does not regard as the most appropriate one (see supra, paras. 506-507), adoption
of. similar legislation by other States might nrove useful, at least in some
resnects.,

520. Turning to the Intermational Monetary Tund, it must be stressed again that it
has consistently used its very considerable leverage to push for increasingly
strong austerity measurcs, including public gpending cuts, strict wage control
and restriction of the money supply. Its overriding criterion in this has been

" the promotion of freer trade and foreign cxchange policies, this being the purpose
for which the IV vasg established. The immediate global impact of such policies
on human rights condivions - and particularly on the position of the poorer
sectors - has undoubtedly been negative. Vhile the basgic economic policies
favoured by the Fund and the Chilean nilitary Government have in any case becn
fundamentally similar, the IIT hag if anything tended to aggravate the negetive
aspects -~ in human rights terms - of official Chilean policy. Particularly
striking has been I insistence on the nced for a reduction in already minimal
vage levels, with the inevitable direct negative impact on human rights such asg
those to just and favourable remuncration and to an adequate standard of living.

521. Ag against the clear, immediate negative impact of T policies on the
position of the poor and the underprivilesed and more broadly on various economic,
social and cultural human rights, I argues that such policics arc cssential to
domestic "gtabilization” and the promotion of freer international trade and
investment, and that these objectives can begt promote longer-term development and
social welfare nationally and internationally. While it is not within the scope
of this report to cvaluate this argument per se, certain observations are relevant
with regard to the situation of cconomic; social and cultural rights and available
optiong vhich could tend to promote these.
522, Within IT''s existing economic policy framework, there are two ways in vhich
the Tund could seek a more positive role. in safeguarding human rights. TFirst, and
most -directly, at “cast progress towards the respect for humen rights could be
made one of the conditions for IMP assistance, becoming more strict - ag with
other IF conditions - as the extent of such agsistance increases. At lecasgt
minimal guarantees for rights such as those to social sgecurity, to just and
favourable conditions of work, to form and join trade unions, and to effectively
xercise the right to collective bargaining wollld be of major importance in '
helping to offset vhet is othervise the tendency for IMF policice to promote
negative consequences in these fields. :

523+ The second way in vhich the TIF could seck a more positive humen rights role,
within the framework of its present cconomic theories, is by more carefully
supervising the allocation of scarce resources vithin the austerity programmes
it imposes. In its analysis of Chilc's 1974 public investment programme, a
Horld Bank report noteds

"Defence spending historically hag constituted no more than 2 per cent

of total public investment; in the apparcnt T would rise to

program it
almost 7 pevcent.'" 45/

A5/ Vorld Bank, Special Report onm The Chilcan Economic Outloolk
(Vashington, D.C., 1974), p. 72, para. LG4,
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Yet IIMT' showed no apparent concern for Chile's larpe military spending, requiring
only that spending as a wvhole be cut. Dy establishing fuidelines for a more
socially and economically bencficial distribution of spending within its over-all
limite, T could again help offset tenderncies towvards negative consequences on
economic, social and cultural rights.

524. The often drastic consequsonces of IMP policies, perticularly on Third World
countries, has led to i creasingly sharn gucstioning of these pollcle themselves.,
Reflecting widespnrcad concern in business and official circles, the Tinancial Times
of London recently vrote in an editorialz: ‘

in the Jamaican

“The present Peruvian leSlS end sinilar difficulties faci
a 1at ess of the

authorities raise yct again -the QU“SCWOP of the appropr

de mamau-tna. the TFunc mukeo on developing countries as the price for its
assistance. Austerity measurcs ihich the rich countries such as Dritain
b

3]
ind burdensome: but in the last event tolerable can have devastating
effects on the political and cconomic fabric of poorer countriecs." gé/
Such "devastating effects? conflict seriously with even IMi's minimal terme of
reference of gecking 10 guarantec a stable international cconomic order and as
“certifiers of nationg' international "creditworthiness'. A shift awvay from a
"bank balance" upprouch to such problems, placing emphagis instead on
strehgthenlng the econonic and social fabric of a country, might help overcome
this contradiction and would certainly be more favourable to wespect for human

v

rights. 47/

46/ ”Peru after the IMF'", Financial Times, 22 May 1978.

47/ Reference should also be made to a bank which, although it does not
belong to the United Nations "family", plays a great role with regard to Chile,
namely the Inter—American Development Bank (IDB). The use of financial
leverage by IDB and others of Chile's creditors to encourage increased allocations
for public works, ard mdinly social infrasgtructure, would not only be beneficial
in terms of the country's economic and social development, but it would help
also in the short term to increase employment and thus have a positive impact
on the right to work. . Given the increasing concern within IDB about the
position of economic, social and cultural rights in Chile, it is likely that
IDB assistance for the 'general development! type of project will tend to
diminish. At a minimum, greater consideration can be expected with regard to
the social impact of such projects. In relation to projects which do directly
benefit economic, social and cultural rights, the wmain concern rmust be with
their relationship to official Chilean Government policies, to ensure that
the potential benefits from intrinsically beneficial projects is not lost and
that maximum leverage is exercised in forcing the Government to pursue more
progressive policies in related sectors.
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3. Private entitics

525. It has been stressed above that, vhile official sources increasingly put
human rights criteria at the centre of th-ir lending volicics, the overvhelming
majority of foreigm econonic assistance o Chilc now comes from private
commercial sources with little epparent concern for such criteria. Private
multinational banks, by far the most important source of foreign assistance for
the Chilean authoritics since 1976, have been instrumental in allowing them to
by-pass official government assistance which vas increasingly conditioned to
human rights improvements, and have provided massive financial support.

526. Growing concern at this gulf between official and private policies towards
Chile is well exemplified in the Senate statement on 4 May 1978 by

Senator Bdvard Kennedy, calling for the

Yees denial of back-dooi economic support, for cxample, the private loans
of hundreds of millions of dollars to Chile by leading U.S. banks -
undercutting the suspension of official assistance — especially Bankers
Trust, Chemical Bank, Citicorp, First Chicago, Moxsan Guaranty, and
tlells Fargo. '

"This shocking banking behaviour was vecently documented by
ITsabel Letelier and Michael Moffitt of the Transnational Institute -
and should be stopped by the Congress if it is not ended voluntarily
by the banks." 48/

A mumber of moves are now uncervay to bring the activities of. private lenders and
investors more into line with the concern of govervments throughout the world to
help improve the respect for humon rights in Chile. Ag in the casc of

South Africa, the international community is moving increasingly tovards assuming
full responsibility for the social and political conscquences of all types of
economic relations in which its members are cngaged, and moving towards a fuller
application of hvnan rights criteria to "l allocation of brth public and private
2CONOMLC TesouTrces,

(a) Loang

507. It has been pointed out above (paragraph 38%) that in 1978 the question of
loans to Chile dominated the anmual general meeting of Lloyds Bank in London,
vhen shareholders asked about the cffect of the Bank's participation in
syndicated loans totalling more than $US 200 million to Chile in 1977,

Sir Jeremy Morse, Lloyds Bank Chalrman, admitted that the Chilcan régime was
repressive, but he said Lloyds would lend to anyone vho wanted to borrow if they
vere credit-worthy, unless it vas banned from doing so by the British Government,
as in the case of Rhodesia, Lloyds' recsponse to its shareholders illustrates the

48/ TUnited States of America, Congressional Record, Procecdings and Debates
«f the 95th Congress, second scssion, vol. 123, lo. 64 (4 May 1978).
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moral and also the commercial problems faced by the private banking community,
forced to confront issues for vhich it is clearly not adequately equipped, because
of the absence of -statutory government regulations concerning lending to countries
vhere systematic violations of human rights are being committed. DBanking is a
competitive activity, and, given the fact that any advantage conceded to

compe titors will mean condemning oneself to a less advantageous position at the
next business opportunity, it is clear that geveral regulations from governments
and the international community will be required if any substantial changes in
current practice are to be brought about.

528. In the absence of clear government rerulations, private enterprises tend to
disrepgard ethic considerations, arguing that if they do not take advantage of a.
business oppoxrtunity, somebody else will, and thus their abstention will in any
case be fruitless in terme of furthering rcgpect for human rights. In at least

one case, that of the Netherlands Stevin Group (see SUPTa, PaYTE. 588), private
entreprencurs have expressed concern at the lack of clear government guidelines on
this matter. Calls for sovermnment regulationg have come also from a number of
other quarters, including churches, trade unions, parliamentarians and human rights
bodies, and there are indicatious that controls for private loans are in preparation.
Ag for foreign investments, regulations such as the one initiated by the

United Kingdom in relation to South Africa are starting to be adopted by other
countries, and may well be a uscful starting-point to control private activities

in Chile as well. At the same time, serious doubts have been raised about the
relative merits of "constructive engagement' or "economic disenpagement? from
States which promote the systematic denial of basic cconomic, social and cultural
rights. o

529. Given the enormous importance private loans have achicved ag a source of
Chile's external financing, some: steps towards regulation of this activity will
have to be taken if the international community is to effectively gear foreign
economic assistance towards a rvestoration of human rights in Chile.

530. Some moves towards proper supervision and regulation of the activities of
multinational private banks have already started to cmerge, with concern for
their human rights impact being reinforced by concern over such metters as tax
avoidance and the possibility that {too much high-risk lending to Third Vorld
countries could result in a disastrous scrice of bankruptcies and subscquent
collapsce in the financial system. United States Congressman T. Harvkin, author of
the human rights amendment to the foreifn aid bill which dramatically reduced
money to the Chilecan Government from the public scctor (see above, paragraph 267),
is reported by the Neu York Pogt to be considering a disclosure-licensing bill. 42/
Senator Edvard Kennedy of Massachisetts, in the aforementioned Senate floor
statement of 4 May 1978, criticized private United States bank loans to Chile,
stating that they should be stopped by Congrcss if they are not ended voluntarily
by the banks, and undertaking to "cosponsor legislation to require full bank
digclosure of all loans to countries, including Chile, wvhere our foreign aid has

[ U

49/ "A wvarning to Chile's:US bamkeré”,-New York Post, 17 April 1978,




E/CN.4/30b.2/412 (vol. IV)
page 39

been cut off for human rights reasons'. 59/ Federal bank regulatory agencies

in the United States are reportedly about to introduce for the first time a
co—ordinated system for monitoring foreign lending by banks. The Financial Times
reports that

- . !"The proposal rejects the establishment of uniform precedures
which banks would have ‘to follow in making a. foreign loan, and also
rejects the setting-up of a system of credit ratings of countries
which banks must avoid in making loans.

_ "Where it would differ from previous approaches, however, is. in
the emphasis on analysing '"country risk", which arises from economic,
social, legal and political conditions in a foreign country, as
opposed to the traditional "credit risk" analysis which is common

to domestic and foreign lending." i;/

At an international level, a United Staﬁeé Senate staff report recently stated:

"... Government banking authorities (have been led) to try to
upgrade the quality of data on private bank lending and on
international debt, through a joint project under the auspices
of the Bank for Infernmational Settlements." 52/ '

531. There are, however, indications that some Govermmenbts do not consider

it appropriate to place restrictions on private banks'. lending to foreign
Govermments or private institutions of countries with & bad human rights record.
Thus, for instance, the President of the United States said at a new conference

50/ United States of Amerioa, Congressional Record,'ProCeedings and.
Debates of the 95th Congress, second session, vol. 124, No. 64 (4 May 1978).

51/ "New plan for supervision of banks' foreign 1endihg”, Financial Times,
15 May 1978. :

52/ Interhational_Debt, the Bankéirand United States Foreign Policy, a
Staff Report prepared for the use of the Subcommittee on Foreign Economic Policy
of the Committee on Foreign Relations, United States Senate, Washington, 1977, p.2.
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held on 30 March 1978 that any such restriction would be against the
principles of the free enterprise system. 53/

e St e .8

5%/ The following question was put to President Carter: "The American
commercial banks are the main Brazilian source of extermnal credit. It seems
to some people in Washington that soonexr or later a Congressman may try to
establish a link between the commercial banking loans and the human rights
policy. I'd like to know your opinion about this subject.” (Weele
Compilation of Presidential Documents, vol. 14, No. 13, p. 629). The President

Toplied:

"Brazil is a major trading partner of the United States
in commercial goods and also in loans and, I might say,
timely repayments. The debt of Brazil is very manageable.
The loans of the Amsrican banks to Brazil are sound.
Additional lcans are being pursued by the American banks as
an excellent advantage for their future investments in Brazil,
baged on the strcngth of your country. It would be
inconceivable to me that any act of Congress would try to
restrict the lending of money by American private banks to
Brazil under any circumstances.

"Tris would violate the principles of our own free
enferprise system, and if such an act was passed by Congress,
I would not approve it! (lﬁi@.)

It was then asked: "What comes in the first place for you: the private
enterprise and the private system or the human rights policy?" The President
replied:
"Well, they're both important to us. And I don't see

cany incompatability batween a belief in a free enterprise

system, where government does not dominate the banks or the

production of agriculiural products or commercial products

on the one hand, and a deep and consistent and permanent and

strong belief in enhancing human rights around the world.

"I might say that the American business community, the
_Congrese of the United States, the general populace of the
United States supports completely a commitment of our Nation
to human rights. Ie's a bagic element of our national consciousness
that has no violation at all = or no conflict between human rights
on the ons hand and the free enterprise system on the other." (Ibid.)
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532. Especially in view of those instances where national action designed to
place restrictions on private banks or lending institutions proves difficult,
international action aimed at urging States to take appropriate steps in

this direction ccould be particularly helpful. In this regerd, mention may be
made of a precedent which demonstrates that the interraticnel community has
already considered the question of private institutions and their dealings with
Govermments that gravely disregard the hasic standards of conduct agreed upon
at the international level. -

533, Following the unilateral declaration of independence of Soubthern Rhodesia
in 1965, the United Nations adopted a series of resolutions designed to put a
stop to the Southern Rhodesian illegal régime. On 29 May 1968, the

Security Council, after cendermins inter alia "all measures of political
repression Ladopted by the uoutﬂerﬁ.Rhode ian a;unorltlesj, including. arreste,
detentions, trials and executions which violate fundamental freedoms and rights
of the people of Southorn Rhodesia" (paragreph 1), decided among other things that

"all States Members of the United Nations shall not make available.
to the illegal rdégime in Southern Rhodesia or to any commercial,
industrial or public utility undertaking, including tourist
enterprises, in Southern Rhodesia any funds for investment or
any other financial or economic resources and shall prevent their
nationals and any persons within their territories from making
available to the régime or to any such undertaking any such funds
or resources and from remitting any other funds to persons or bodies
" within Southern Rhodesia, except payments exclusively for pensions
or for strictly medical, humanitarian or educational purposes or
for the provision of news material and in special humanitarian
circumstances,. foodstuffs" {(paragraph 4).

524, Of course, the gituation of Southern Rhodesia showed disgtinct and unique
features: it was inter alia characterized by the Security Council ag '"a threat
to international weace and security", and in the above-mentioned resoclution
the Council explicitly stated that it wac acting under Chapter VII of the:
Charbter of the United Hations. Tnis is also way 1t fook decisicng and did not
merely meke recommendations on the matter, It could be argued, however, that,
mutatis mutandis, similar measures could be adopted in cases of grave and

large-gcale viclations of human rights.

535. In the opinion of the Rapporteur, if the General Assembly has already

made a finding.-in a resolution to the effect that a State engages in a
congigtent pattern of gross violations of human rights, it could proceed to
recomend inter alia to Member States to adopt the measures referred to above,.
or similar measures. The requirement that the General Assembly must have made
a prior determination that a State grossly and consistently disregards
international standards on human rights would appear to provide sovereign States
with a guarantee against possible abuses. It should furthermore be stressed
that the General Assembly would merely recommend that action be taken by

Member States.

ij/ See on thig resolution R. Zacklin, The United Nations and Rhodesias
A Study in International Law (Wew York-Washingbon-London, 1974), pp.5l, 76-88.
See also D. Ruzié, op.cil., pp. 78-85, 140-148.
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(b) Investments

5%6. As regards Chile, a problem of major concern is the assistance provided
by private banks or multinational corporations in the form of investment.

It should be noted that some Governments (including those of the United States,
the United Kingdom and the Federal Republic of Germany) establish human rights—
related criteria for decisions on whether to grant official insurance for
foreign investment projects. The Swedish EXKN (BExports Credits Guaranty Board)

regquires:

"For an investment proposal to be approved for coverage, it
must show that it is going to contribute to development of

the host country, while the foreign company that receives the
investment must conform to specified provisions ooncernlng its

labour policy." 55/

The United States Overseas Private Investment Corporation (ODIC) requlres, in
its application form for insurance, answers to questions such ass

"ihat effect do you anticipate the project's local employment will
have on local salaries and wages scales?

"What relationships’to you expect with local trade-unions?

"

L )

"Describe briefly other specific constructive development contri-
butions resulting from the project (e.g. any unique transfer of
technology, special training program for host country nationals,
new facilities such as schools, housing, or medical care planned
to be provided for the local community in connexion with the

project)." 56/
537. It seems to the Rapporteur that it could prove helpfui to recommend %o
Stateg that do not vet have such legislation the adoption of similar
legislative measures.

538. It is worth recalling that, following widespread dissatisfaction with
the record of voluntary 'constructive engagement" in South Africa, Canada
and the Ruropean Eccnomic Community (EEC) have adonted codeg of conduct
guiding the operations of their transnational companies in that country,

55/ The Overseas Privalbe Investment Corporation: A Critical Analysis,
prepared for the Committee on Foreign Affairs by the Foreign Affairs Division,
Congressional Research Serxrvice, Library of Congress (Washington, D.C., United States
Government Printing Office, 1973), p.l22.

56/ Ibid., p. 156.
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while a number of church and other groups have gone much further, calling

for a policy of'”économip disengagement' as the only way not to participate

in and reinforce a system designed to deny basic rights. QZ/ In the discussion
over investment in Chile, the same argumznts and positions have been put
forward. §§/ It would therefore seem useful and appropriate To explore means
of establishing, at the international or at the national level, a '"code of
conduct" for private enterprises operating in Chile., Although the elaboration
of codes of conduct for ftransnational corporations has been subject to ’
criticism, 22/ it seems to the Rapporteur that this could constitute one of the
possible avenues to be explored for the purpose of achieving restoration of
respect for human rights in Chile. It may be useful to recall in this
connexion that the "annotated outline of a code of conduct" prepared in 1977

by a working group of the United Nations Commission on Transnational Corporations
included "respect for human rights and fundamental freedoms" among the major
principles related to the activities of transnational corporations. QQ/ Other

57/ For the Canadian Code, see "Ottawa Code for South Africa', Financial
Times, 2 May 1978. For the EEC Code of Conduct for firms in South Africa,
see infra, para. 539, note 69.

58/ See: Chili Komitee Nederland, "Un caso de boicot econdmico:
El Grupo Stevin de Holanda"; E1 Mercurio, 19 July 1975; Statement to
Shareholders of Noranda Mines Limited 21977) by the Canadian Churches, signed
by The Venerable E. Light (General Secretary, Anglican Church of Canada),
Bishop Adolphe Prouix (Chairman, Human Rights/Social Affairs Commission,
Canadian Catholic Conference of Bishops) and Dr. Donald Ray (Secretary,
General Council, United Church of Canada); "GM sees near-record sales of '77s",
Detroit Free Press, 22 May 1976; Th. Scheetz, "GM: a case study", America,
6 November 1976, pp. 297-300; 1976 General Motors Public Interest Report, pp.46-48.

22/ (See e.g. F. Francioni, "International control over multinational
enterprises: an alternative to Codes of Conduct' The Italian Yearbook
of International Law, vol.III, 1978 (forthcoming)

In general, on. codes of conduct concerning multinational enterprises,
see J. Davidow and L. Chiles, "The United States and the issue of the
binding or voluntary nature of international codes of conduct. regarding
“restrictive business practices", American Journal of International ILaw,
1978, p. 247 ff, - ’

On multinational corporations and huhan righté, see Th.E. McCarthy,
 "Pransnational corporations and humen rights", in A. Cassese (ed.),
Modern International Laws: Problems and Prospects (Leyden, 1978) (forthcoming).

60/ United Wations Commission on Transnational Corporafioné, Report of the
Intergovernmental Working Group on the Code of Conduct (first and second sessions),
E/C.10/31, paras. 4 and 16. '
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principles to be respected by those corporations included "Adherence to
economic goals and development objectives, policies and priorities" and
"Adherence to soclo-cultural objectives and values'. §;/ Particularly
important also are the principles concerning employment and labour, the ‘
annotations to vhich read as followss : ST

"Relevance of ILO pr1n01p1es and standards regarding inter alla
employment promotion and security, discrimination of employees,
training of local employees, replacement of foreign cifizens by ~ -
national citizens in management at all levels, wages, working
conditions, safety and health, freedom of association, trade
union rights and collective bargaining and measures in case of
1ay~offs, ‘closures -of plants and shifts in production.™ Q_/

539. The ILO T rlpartlte Declaration of Principles concerning Multinationmal
Enterprises and Social Policies can also provide useful elements for .
reflectlon,iéz/ Of particular importance appears the "Code of Conduct for
Companies with Subsidiaries, Branches or Representation in South Africa",
adopted by the Foreign Ministers of the European Economic Communities on

61/ Ibid.

62/ Ibid.

éi/ The Declaration inter. alia stcies that all parties concerned

'should respect the Universal Declaration of Human Rights and the
corresponding International Covenants" as well as '"the Constitution of

the International Labour Organisation and its principles according to which
freedom of expression and association are essential to sustained progress'
(I10, Report of the Reconvened Tripartite Advisory Meeting on the Relatlonshlp
of Multinational-Ente¥rprises and Social Policy,. ILO Governing Body doc. GB. 203/6/2,
appendix II). The declaration also covers the following areas: employment
promotion; equality of opportunity and treatment; security of employment;
training; wages; bénefits and conditions of work; safety and health;
freedom of assoelation'and the right to organize; collective bargalnlng,
consultation; examination of grievances and settlement of indusirial. disputes .
(ibid., paras. 78 88) See also Th.E,McCarthy, loc. cit.
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20 September 1977. Many provisions of this Code could serve as a helpful
precedent or ‘could provide significant guidelines 64/ if it were decided to

éﬁ/ The Code of conduct includes the following provisionss

‘"1, Relations within the undertaking

(2) Companies should ensure that all their employees irrespective of
racial or other digtinction are allowed to choose freely and without
any hindrance the type of organisation to represent them. :

(b) Employers should regularly and unequivocally inform their employees
that consultations and collective bargaining with orgenisations which are
freely elected and representative of employees are part of company policy.

(¢) Should black African employees decide that their yepresentetive: body
should be in the form of a trade union, the company should accept this
decision. Trade unions for black Africans are not illegal, and companies
are free to recognize ﬁhem, and to negotiate and conclude agreements

with. them, :

(d) Consequently, the companies should allow.collective bargaining with
organisations freely chosen by the workers to develop in accordance with
internationally accepted principles.

(e) Bmployers should do everything possible to ensure that black African
employees are free to form or to join:a. trade union. Steps should be
taken in particular to permit trade union officials to explain to employees
the aims of trade unions and the advantages of membership, to distribute
trade union documentation and display trade union notices on the company's
premises, to have reasonable time off to carry out the;: union duties
without logs of pay and to orgenise meetings.

(f) Where works or liaison committees already operate, trade union
officials should have representative status on these bodies if employees
80 wish. However, the .exisbence of -these types of committee should not
prejudice the development or status of trade unions or of their

representatives,
t
"3. Pay

Companies should assume a special responsibility as regards the
pay and conditions of employment of their black African employees.
They should formulate specific policies aimed at improving their fterms of
employment.  Pay based on the absolute minimum necessary for a family to
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envisage the possibility of drawing up a code of conduct for multinational
corporations operating in Chile (or, more generally, in States with respect

survive cannot be considered ac beimg sufficient. The minizmum wage should
initially exceed by at least fifty per cent the minimum level required
to satisfy the basic needs of an employee and his family,

3]
o s

"5. Fringe benefits -

(a) In view of their social responsibilities, undertekings should
concern themselves with the living conditions of their employees and
famllles. ;

(b) For this purPOSefdompany funds could be set aside for use

in the housing of black African personﬁél and their families;

- in.transport from place of residence to place of work and back;

- in'prbVidihg leisure and health service facilities; |

- in providing their employees with assistance in problems they
encounter with the.authorities over their movement from one
placg‘to another, their choice of residence and their employment;

¥Ainxpension:métféfsg

~ in ecucation matters;

~ in improving medical services, in adopting programmes-of

insurance. against industrial accidents and unemployment
and in other measures of social welfare ...

"
ens

"7T. Reports on the implementation of the Code of Conduct

(a) Parent companies to which this Code is addressed should publish
each year a detailed and fully documented report on the progress made
in applying this Code. .

(b) The number of black Africans employed in the undertaking
should be specified in the report, and progress in each of the
six areas indicated above should be fully covered.

(c) The Govermnments of the Nine will review annually progress made
in implementing this Code. To this end a copy of each company's
report should be submitted to their national Government."
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to which the General Assembly has declared that they grossly violate basic
human rights and fundamental freedoms).

b3

540. The Rapporteur believes that at least some of the above measures might
be of help in reorienting foreign economic assistance in such a way as fo
make it consonant with international standards on human rights, and therefore
fully and directly conducive to the effective implementation of such rights.

541. There is, however, a fundamental point which the Rapporteur wishes to
emphagize again, in view of its importance. It follows from the extensive
research undertaken for the present report that foreign economic assistance
must always be looked upon within the general context of the economic and
social policy carried out by the recipient State. Consequently, whichever

of the aforementioned measures is adopted (by States, intergovernmental
organizations or private institutionsg, one basic fact ghould always be borne
in mind: vwhenever a recipient State adopts a repressive policy that results
in gross disregard of civil and political as well as economic, social and
cultural rights, the preliminary condition for making foreign economic assistance
truly advantageous to the population of that State is a basic reorientation of
the general policy of the Government, and full restoration of all the basic
human rights and fundamental freedoms.
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Annex I
METHODS OF WORK

1. The Sub~Commission has developed and the Commission on Human Rights has
approved a method and procedure for carrying out its studies (resolutions B and G
and chapter V of the report of the Sub~-Commission on its sixth session
EE/CN.4/7O and” paras.376=-418 of the report of the Commission on its tenth session
BE/257%)); since this method and procedure have proved generally acceptable and
successful in the preparation of numerous studies, the Rapporteur decided to

follow these precedents.
2, The main sources of material for this study have been:

(a) Governments of States llembers of the United Nations and of State
members of the specialized agencies; :

(b) The specialized agencies;

(c) Non-governmental organizations in coﬁsultative status with the
Economic and Social Council;

(d) Governmental departments in Chile;
(e) Regional organizationss

(£) IndependehtAinstitutions;

(g) Reliable publications.

3. At the request of the Special Rapporteur,the Secretary~General sent a note
verbale on 5 October 1977 to the Govermments of States Members of the United Naticns
and members of the specialized agencies, in which he indicated that he would be
grateful to the Govermments consulted for any help they could give the

Special Rapporteur in the preparation of his study, in particular, reports or

other material which would enable him to fulfil the request, made by the
Sub-Commission in paragraph 3 of its resolution 11 (XXX), to analyse the volume,
origins, development and significance of the assistance given to the present

régime in Chile and to study whether a guantitative or qualitative change in the

aid now being given might contribute to restoring respect for human rights in Chila.

e On 6 October 1977 a similar request was addressed by the Deputy Director of
~the Division of Human Rights to the following specialized agencies and .
United Natiohs bodies: Food and Agriculture Organization of the United Nations (1%.0),
Inter-Governmental Maritime Consultative Organization (THMCO), International Bank

for Reconstruction and Development (IBRD), International Civil Aviation

Organization (ICAQi, International Labour Crganisation (ILO), International

Monetary Fund (IMF s International Telecommunication Union (ITU), United Nations
Educational, Scientific and Cultural Organization (UNESCO), Universal Postal

Union (UPU), World Health Organization %iHO), Vorld Intellectual Property
Organization (WIPO), World Meteorological Organization (WMO), Beonomic Commission
for Latin America (ECLA), United Nations Industrial Development Organization (UNIDO),
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5. The latter request was alsc sent to non-governmental organizations in
consultative status with the Lconomic and Sccial Council, and to various
independent institutions engaged in relevant activities.

6. Substantive replies were sent to the Rapporteur by the Governments of the
following countries on the dates indicated: Bulgaria (20 December 1977),

Chile (5 December 1977 and 13 February 1978), Cyprus (17 November 1977),
German Democratic Republic (14 December 19773, Germany, Federal Republic of
(30 Jamuary 19787, Greece (8 December 1977), Italy (17 Harch 1978), Japan

(10 Pebruary 19735, ‘Wetherlands (21 December 1977), Norway (25 November 1977)
Romania (19 January 19738), Surinam (4 Januvary 19735, Sweden (15 December 19775,
Union of Soviet Socialist Republics (17 April 1978). :

7. Acknowledgements were received from the Governments of Australia, Austria,
Barbados, Botswana, Denmark, Finland, France, Grenada, Guatemala, Haiti, :
ladagascar, New Zealand, Nigeria, Panama, United States of America.

8. Replies were sent to the Rapporiteur by the following specialized agencies
on the dates indicated: IO 223 November 1977), UNBSCO (29 November 1977),
WHO (30 November 1977), IBRD (16 Wovember 1977), ICAO (14 November 1977), -
W10 (9 November 1977), THCO (26 October 1977), WIPO (21 October 1977).

9. Replies were sent to the Rapporteur by the following non-governmental
organizations in consultative status with the Economic and Social Council on
the dates indicated: category I: Inter—Parliamentary Union (27 October 1977),
International Youth and Student Movement for the United Nations (20 beptember 1977),
WYorld Federation of Trade Unions (29 November 1977); category II: Amnesty
International (29 November 1977), Centre for Latin Anerican Monetary Studies
(24 October 1977), Chamber of Commerce of the United States of Anmerica

(3 November 1977), Co-ordinating Cormittee for International Voluntary - .
Service (4 November 1977), Friends World Committee for Comsultation .~

(29 November 1977); Inter—American Council of Commerce and Production-

(28 October 1977), Inter-American Statistical Institute (26 October 1977),
International Association for Sccial Prorress (5 December 1977), International
Bar Association (17 October 1977), International Committee of the Red Cross

(20 October 1977), International Cormission.of Jurists. (13 December 1977),
International Law Issoéiation-(?B”Nbvember 1977),. Socialist International

(20 October 1977), Vienna Institute for Development (19 October 1977), World
Federation of Catholic Youth (22 October 1977): Roster: Commission to Study
the Organization of Peace (9 October 1977), the Trilateral Commission

(13 Octover 1977). , L o -

10. Replies werevéentfﬁo'the,Rapporteur by the following independent institutions
on the dates indicateds ~American Public Health Association (22 November 1977),

Bay Area Ecumenical Committee of Concern for Chile (30 March 1978), Centro de
Investigacién y Docencia Econdmicas, A.C. (9 November 1977), Chile Committee

for Human Rights'(27ﬂJanuary 1978), Columbia University - School of Public

Health (23 Novembér’1977)i Contemporary Archive on Latin America (25 Wovember 1977.
12 and 19 June 1978), Inter-American Bar Association (15 November 1977), North ’
Anerican Congress on Latin Anerica (8 November 1977), Tampere Peace Research
Institute (25 Cctober 1977), the Transnational Institute (16 March 1978 and

19 April 1978).
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With the assistance of the secretariat, the Rapporteur is supplementing

this material with the information obtained from United Wations documents and
other publications, including periodicalsg, the press and the writings of scholars
and experts,

12'

In April 1978 a second note verbale was sent to the Govermments of the

following countries: Belgium, Canada, Germany, I'ederal Republic of, Italy,
Japan, Netherlands, Spain, United Kingdom of Great Britain and Northern Ireland,
United States of America. This note verbale was accompanied by the following

questionnaire:

13.

"l. Does your Governmment grant general economic or financial assistance
to Chile or does it grant such assistance only in specifically defined
areas (e.g. employment, education, health, housing, ete.)?  If given for
specific. arecas, please enumerate.

2 Is your Government informed of loansg or credits accorded to Chile by
private banks or corporations in your country? If so, please furnish

‘detailed data.

% Is economic or financial assistance given to Chile by State arcncies

or by private banks or corporations ever made subject to any conditions

(e.g. that the assistance be used in certain areas, for specific projects,
subject to certain guidelines, or to be used within a certain time-limit, etc.)?
If so, please describe.

4.  In the event your Government grants economic assistance to Chile for
specified purposes, are such grants made conditional upon the allocation and
expenditure of specified funds from the Chilean budget for the same purposes?

If so, please describe.

5e When your Govermment gives economic or financial assistance to Chile

are procedures established for verifying how this assistance is actually used?
If so, does your Government use its own means of verification or doés it rely
upon reports from Chilean authorities? Assess the value of such verifying
procedures. '

6. Does your Govermment have methods for determining if assistance is
directly beneficial to needy people?"

Answers were received from the Government of Italy (27~Apri1 and 4 Jul ‘1978),

Germany, Federal Republic of, (31 lay 1978), the Netherlands (2 August 1978) and
the United Kin~dom (23 May 1978). '

14.

On 11 April 1978 a second note verbale was sent to the International MHonetary

Fund and the International Bank for Rcconstruction and Development. The following
questiomnaire accompanied the note verbale:

"l. Does your organization grant general, economic or financial assistance
to Chile or does it give such assistance only in specifically defined areas
(e.g. employment, education, health, housing,etc.)? If given for specific
areas, please enumerate.

2. Is economic or financial assistance granted to Chile by your organization
ever made subject to any conditions? - (e.g. that the assistance be used in
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15.

certaln areas, for. speolflo progects, subject to certain guidelines, or to
be used w1th1n a certain time-limit, etc, )?  If so, please describe.

3. In the event your organization grants economic acsistance to Chile for
specified purposes, are such grants made conditional upon the allocation ‘
and expenditure of specified funds from the Chllean budget for the same

purposes? CIf 80, please describe.

4,  Vhen your or panization gives economic or flnan01al assistance. to Chile
are procedures established for verifying how this assistance is actually
used? If so, does your organization use its own means of verification or
does it rely upon reports from Chilean authorities?  Assess the value of
such verifying prooedures. : :

5. Does your organization have methods for determlnlng if aus1stancc is
directly beneflclal to needy people?"

Answers were received from the International Bank for Rcconstructlonband

Development (World Bank) on 3 February, 25 May and 29 Junc 1978 and from the
International Monetary Fund on 26 May 1978.
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Amex IT

IETTER DATED & DECEMBER 1977 FROM THE FERMANENT REPEES"’M?ATIVE
OF CHIIE TO THT INTERNATIONAT ORGANIZATIONS IN GENEVA ADDRESSED

70 THE SECRETARY-CENERAL

On the instructions of the Government of Chile I have the honour to reply
to communication No. G/SO 214 (22-1), which you addressed to the Minister for
Foreign Affairs, the Minister of Finance and various authorities and institutions
of my country on behalf and at the request of Mr. Antonio Cassese, Rapporteur’ of
the Sub~-Commission on Prevention of Discrimination and Protection of Minorities.

1. The above-mentioned communication refers to resolution 11 (X¥X) entitled
"Study of certain questions relating to the situation of human rights in Chile"
adopted by the Sub-Commission on 31 August this year, and requests any help that
my Government couvwld give in the preparation of a study which it is proposed to
make for the dual purpose of analysing "the volume origing, development and
significance of the assistance given to the present rdgime in Chile" and
determining "whether a quantitative or qualitative change in the aid now being
given might contribute to restoring respect for human rights in Chile",

2. The passages in that communication which I have guoted show that the issue .
has already been prejudged, despite the request for my Government's co-—operation
in carrying out the study.

3. I am bound to poiht out also that the communication addressed to the
Minister of Finance goes beyond the resolution itself and, in terms not used in
the resolution, requests information on foreign investment in Chile in recent years.

da On the occasion of the submission and subsequent adoption of the text of
resolution 11 (XX ), the Government of Chile expressed its outright rejection

of the terms and objectives of that text because the repeated adverse judgments
it pronounces on the Chilean situation bear no relation to the real situation
prevailing in my country; because they are neither compatible with the
collaboration which the Chilean Govermmeat extends to inteinational organizations
nor in keeping with the respect which those organizations owe to their members;
because concealed behind the arguments of self-styled humanitarian concern is
interference in the domestic affairs of States; becavse it would set a precedent
with serious consequences in the United Nations; and lastly because there is

an obvious intention to duplicate or supplant the workmanlike, responsible and
honest activities of genuinely humanitarian international organizations such as
the International Red Cross and UNHCR, wvhich extend invaluable assistance to
Governments without giving way to the politicizing and publicity that destroy

due process.

5a Article 2, paragraph 7, of the Charter of the United Nations lays upon the
United Nations the obligation not to intervene in matters which are essentially
within the domestic jurisdiction of any State. Ag T have already pointed out,
the resolution in question has features which are apparent from a mere perusal and
which constitute dangerous and deliberate interference in the domestic affairs

of Chile.
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6. The national budget of Chile, its foreign debt both public.and private, the
amounts, sources and objectives of the budget and the volume of foreigm
investment and aid are matters vhich fall exclusively within its domestic
sovereignty and no one can claim that they should be subjected to international
investigation by political organs that have no competence, whatever their
intentions and. purposes may be.. The specialized agencies of the United Nations
and the international financing agencies are in a different. situation and we
shall continue to supply them with relevant information in accordance with their
particular pvrposes, statutes and constituent instruments. :

Te The Govermment of Chile consequently reciterates what was stated to the
Sub—-Commission; it shares the view expressed by the experts -~ most of them
distinguished Latin American jurists - who opposed the resolution at the recent
mecting of the Sub-Commission and ingtructs me to inform you that, for the
reasons given, it will not collaborate in any way in the study for vhich its
co-operation has been requested. :

3. Nevertheless, you may rest assured that my Govermment will be ready at all
times to continue giving you its fullest co-operation in any matter which may
serve the promotion of human rights -~ a fundamental purpose of the United Nations ,
which is clearly absent from the proposed study. -

9. Lastly, on the express instructions of my Government, I would request that
in future, in order to avoid confusion and delay, communications on these matters .
addressed to Chilean authorities and institutions should be sent to this .
Delevatlon, whlch will gladly undertake to transmit them to Santiago.

(Signed) IHanuel TRUCCO

Ambassador
Permanent Representative



