E/SR.1355-1363

Prefatory fascicle

ONOMIC AND SOCIAL COUNCIL
OFFICIAL REGORDS

THIRTY-EIGHTH SESSION
22-26 March 1965

UNITED NATIONS
' New York, 1965



v

INTRODUCTORY NOTE

The Official Records of the Economic and Social Council consist of records
of meetings, annexes to those records and supplements. The records of meetings
include corrections requested by delegations and such editorial modifications as
were considered necessary. A check list of the documents mentioned during the
session is included in the prefatory fascicle,

*

* *

Symbols of United Natiors documents are composed of capital letters com-
bined with figures. Mention of such a symbol indicates a reference to a United
Nations document, '

* Abbreviations

ACC Administrative Committee on Co-ordination

FAO Food and Agriculture Organization of the United Nations
IAEA International Atomic Energy Agency

IBRD International Bank for Reconstruction ard Development
IDA International Development Association

IFC International Finance Corporation

IMF International Monetary Fund

UNCTAD United Nations Conference on Trade and Development

UNESCO United Nations Educational, Scientific and Cultural Organization
UNICEF United Nations Children's Fund




CORRECTIONS TO THE RECORD OF THE 1381st MEETING RECEIVED FROM
THE INTERNATIONAL MONETARY FUND TOO LATE FOR INCORPORATION
IN THE FINAL TEXT

Paragraph 32, the last sentence should read as follows:

It must be remembered that IMF was working in a specifically defined area
and that the means at its disposal must be used for purposes within that
area,

[

Paragraph 33, the second and third sentences should read as follows:

At the same time, the Fund realized the limits of its possibilities and under-
stood that it could not deal with problems of harmonizing the fiscal and
ecenomic policies of member States. Nor did it try to influence the poli-
tical decisions which States must take. The Fund's primary role was to
provide the technical , . .

Paragraph 34, second sentence:

For normal read natural

Replace paragraph 35 by the following text:

35. The Fund was not hostile to the moderntrend towards economic integra-
tion and while it was not able to extend financial assistance to regional
groupings it had every sympathy with them and did give support and as-
sistance to meraber Governments participating in them.

After paragraph 38, add a new paragraph to read as ifollows:

39, The Fund recognized. the responsibilities it had as a member of the
United Nations family of organizations. It was happy in its relaticns with
Mr. de Seynes and his staff. It noted thai the United Nations Conference
on Trade and Development had areas of respensibility that differed from
those of the Fund. The Fund would be glad fo co-operate within its field.
The United Nations, and particularly the Economic and Social Council,
and the Fund had common goals. He sincerely hoped that they would be
united in their progress toward these goals.,

Renumber the last paragraph accordingly.
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AGENDA FOR THE THIRTY=-EIGHTH SESSION
adopted by the Council at its 1355th meeting, on 22 March 1965

Election of President and Vice-Presidents for 1965,
Adoption of the agenda.
Report of the International Monetary Fund,

(a) Report of the International Bank for Reconstruction and Development
and the International Development Association;
(b) Report of the International Finance Corporation,

Water desalination in developing countries,*

Work programme of the United Nations in the economic, social and human
rights fields,

Review and reappraisal of the Council's role and functions.

Question of a meeting of the ad hoc Working Group on the Question of a
Declaration on International Economic Co-operation,**

Elections.
Confirmation of members of functional commissions of the Council.
Financial implications of actions of the Council,,

Consideration of the provisional agenda for the thirty-ninth session and
establishment of dates for opening debate on items.

*At its 1358th meeting, on 24 March 1965, the Council decided to include this item in the provisional

agenda for its thirty-ninth session.

**At its 1358th meeting, on 24 March 1965, the Council decided to defer consideration of this question

until after the twentieth session of the General Agsembly.
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Note. Listed below are the documents referred to during the thirty-eighth
session. The relevant agenda item is given only in the case of documents of that
session. An asterisk (*) after the agenda item indicates that the document is
published in the corresponding fascicle of the Official Records of the Economic
and Social Council, Thirty-eighth Session, Annexes,

Agenda
Title item  Observations and references
Report of the ad hoc Working Group established Official Records of the Econo-
under Council resolution 875 (XXXII) on the mic and Social Council,
question of a declarationon international econo- . Thirty-fifth Session, Annexes,
mic co-~operation agenda item 3

Note by the Secretary~General transmitting to the 4 Mimeographed, For the report,

Council the annual report of the International
Bank for Reconstruction and Development and
the International Development Association for
1963-1964

xiv

see International Bank for
Reconstruction and Develop-
ment; International Develop-
ment Association, Annual
Report, 1963-1964 (Washing~
ton, D.C.)

Note by the Secretary~General transmitting to the 4  Mimeographed
Council a summary of developments in the
International Bank for Reconstruction and De-
velopment, the International Development Asso-
ciation and the International Finance Corpora-
tion from 1 July 1964 to 1 March 1965
Note by the Secretary-General transmitting to the 4  Mimeographed, For the report,
Council the eighth annual report of the Inter- see International FinanceCor-
national Finance Corporation, 1963-~1964 poration, Eighth Annual Re-
port, 1963-1964 (Washington,
D.C.)
Review of the pattern of conferences and Calendar Mimeographed
of Conferences for 1965 — consquential amend-
ments to the rules of procedure of the Council:
note by the Secretary-General
Provisional agenda for the thirty-eighthsessionof @ 2  Mimeographed, For the agenda,
the Council: note by the Secretary-General see p. xiii above
Note by the Secretary~General transmitting to the 3 Mimeographed, For the report,
Council the report of the International Monetary see International Monetary
Fund for the fiscal year ended 30 April 1964 Fund, Annual Report of the
Executive Directors for the
Fiscal Year ended April 30,
1964 (Washington, D.C.)
Note by the Secretary-General transmitting to the 3 Mimeographed
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Present:

Representatives of the following States, members of
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Japan, Luxembourg, Pakistan, Peru, Romania, Union
of Soviet Socialist Republics, United Kingdom of Great
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Agriculture Organization of the United Nations; United
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tion; World Health Organization; International Finance
Corporation; International Development Association.

The representative of the International Atomic
Energy Agency.
Opening of the session

1. The ACTING PRESIDENT declared open the thirty-
eighth session of the Economic and Social Council,

o ' e N R R S (T

Tribute tothe memory of Mr. Gheorghe Gheorghiu-Dej,
"~ President of the Romanian People's Republic

On the proposal of the Acting President, the mem~
bers of the Council observed a minute's silence in
tribute to the memory of Mr, Gheorghe Gheorghiu-Dej.,

- 2. Mr. ARKADYEV (Union of Soviet Socialist Repub~-

lics), Mr., HAJEK (Czechoslovakia), Mr, VIAUD
(France), Mr. PACHACHI (Iraq), Mr, DJOUDI (Algeria)
and Mr. S. KHALIL (United Arab Republic) expressed
their sympathy for the family of the deceased and the
Government and people of Romania,

Statement by the Acting President

3. The ACTING PRESIDENT extended congratulations
on behalf of the Council to the representative of the
USSR on the occasion of the recent achievement by
Soviet astronauts, -

AGENDA ITEM 1
Election of President and Vice~Presidents for 1965

4, The ACTING PRESIDENT invited nominations for
the office of Pregident of the Economic and Social
Council,

5. Mr. Osman ALI (Pakistan) nominated the Acting
President, Mr. Akira Matsui (Japan),

6. Mr. TREMBLAY (Canada) and Mr, ARKADYEV
(Union of Soviet Socialist Republics) seconded the
nomination,

Mr, Matsui (Japan) was elected President by
acclamation.

7. The PRESIDENT invited nominations for the of-
fice of first Vice-President of the Council,

8. Mr, BENITES (Ecuador) nominated Mr., Adnan
Pachachi (Iraq).

9. Mr. ARKADYEV (Union of Soviet Socialist Repub-
lics) and Mr, CHIBA (Japan) seconded thenomination,

Mr, Pachachi (Iraq) was electedfirst Vice~President
by acclamation.

10. The PRESIDENT invitednominations for the office
of second Vice-President of the Council,

11. Mr. WALDHEIM (Austria) nominated Mr, Ji¥f
Hajek (Czechoslovakia),

12, Mr. ARKADYEV (Union of Soviet Socialist Repub-
lics) and Mr. VIAUD (France) seconded the nomination,

Mr, Hdjek (Czechoslovakia) was elected second
Vice~President by acclamation.

AGENDA ITEM 2
Adoption of the agenda (E/4000, E/L..1070)

13, The PRESIDENT drew attention to paragraph 2
of the note by the Secretary-General on the provisional

. E/SR.1355
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agenda for the th1rty-e1ghth session of the Economic
and Social Council (E/4000) and to paragraph 3 of the
working paper prepared by the Secretary-General on
the arrangement of business at the thirty-eighth ses~
sion (E/L.1070).

14. Mr. VIAUD (France) proposed that a new item
entitled "Election of the Chairman of the Co-ordination
Cominittee" should be placed on the agenda, as the
election was urgent and did not appear to be covered
by any of the present agenda items,

15. Sir Keith UNWIN (United Kingdom) said that,
although he sympathized with the French representa-
tive's desire that that election should take place as
soon as possible, he doubted the propriety of including
a point which would be dealt with by the Co-ordination
Committee, on the agenda of the plenary.

16. Mr. PACHACHI (Iraq) agreed that the Council
should decide to elect the Chairman of the Co-ordina-
tion Committee at the current session, but he did not
think that there was any need for a separate agenda
item, To the best of hig recollection that was not the
usual procedure. '

17. Mr, KITTANI (Secretary of the Council) said that
there had been no separate agenda item in the past,

18, The PRESIDENT suggested that he should convene
the Co-ordination Committee immediately after the
meeting” or the following day in order to elect the
Committee's Chairman,

It was so decidz=d,

19, Mr, DJOUDI (Algeria) proposed that the order of
items 6 and 7 should be reversed, Thus the item en-
titled "Work programme of the United Nations in the
economic, - social and human rights fields" would be-
come item 6, and the item entitled "Review and re-
appraisal of the Council's role and functions" would
be item 7.

It was so decided,

20, Sir Keith UNWIN (United Kingdom) proposed that
the elections to the Technical Assistance Committee
and the Committee for Industrial Development should
be postponed pending a decision on the enlargement of
the membership of the Council, as suggested in para-
graph 2 of the note by the Secretary-General (E/4000),
If the Council proceeded to the elections immediately
and any of the members it elected subsequently became
members of the Council, supplementary elections
would have to be held, It would be simpler to convene
a single short meeting of the Council to deal with the
elections after the membership of the Council in 1966
had been decided by the General Assembly,

21, Mr, CHIBA (Japan) agreed. It might be advisable
to postpone also the elections to the Governing Council
of the Special Fund pending a decision on the merger
between the Special Fund and the Expanded PrOgramme
of Technical Assistance (EPTA).

22. Mr, VIAUD (France) supported the United King-
dom representative's proposal regarding the post-
ponement of the elections to the Technical Assistance
Committee and the Committee for Industrial Develop-
roent, ‘which was the only possible procedure. On the
otherw hand, he was not in favour of the postponement

‘lir

e

suggested by the Japanese representative, as the
merger between EPTA and the Special Fund was
merely a plan that hall been mooted, whereas the
enlargement of the membership of the Council was
on the provisional agenda of the twentieth session
of the General Assembly. '

23, Mr. ARKADYEV (Union of Soviet Socialist Repub-
lics) supported the postponement proposed by the
United Kingdom representative, On the other hand,
like the French representative, he could seenoreason
for deferring the elections to the Governing Council
of the Special Fund.

24. The PRESIDENT suggested that the Council
should adopt the provisional agenda appearing in the
note by the Secretary-General (E/4000) with the under-

‘standing that item 9 (Elections) would not include

elections to the Technical Assistance Committee and
the Committee for Industrial Development.

With the above changes, the agenda appearitg in
document E /4000 was adopted,

AGENDA ITEM 5

Water desalination in developihg countries (E/4006,
ST/ECA/86)

25, The PRESIDENT drew attention to the report of
the Secretary-General (E/4006), particularly para-
graphs 16 to 18, The Council had before it a report
entitled Water Desalination: proposals for a costing
procedure and related technical and economic con-
siderations (ST/ECA/86); it should also bear in mind
the original report entitled Water Desalination in
Developing Countries (ST/ECA/82).

26. Mr. TREMBLAY (Canada) said that his Govern-
ment had recently focussed attention on the complex
problems, both technical and economic, of water
desalination in developing countries and had carefully
studied the original report and the Secretary~General’s
report, It fully supported the proposals for further
studies contained in paragraph 18 of the latter. Since
the report on costing procedures (ST/ECA/86) had
just been issued, the Government of Canada had not
yet been able to study it. However, the report should
provide an opportunity to evaluate costing procedures
in the direction and scale of further proposed activi-
ties in the field of water desalination,

27, Canada was particularly interested in recent in-
dications that heavy-water moderated nuclear reactors
might be the form of nuclear energy most adaptable
to water desalination. Extensive Canadian experience
with such reactors might enable Canadatomake a sig-
nificant contribution to the further evolution of the
technology of water desalination,

28, Mr. CHIBA (Japan) welcomed the fact that tech~-
nical assistance for water desalination had been ex~
tended to six of the developing countries covered in
the original report (ST/ECA/82) and that the Secre-
tariat was extending short-term assistance in the
preparation of requests to the Special Fund. His
delegation also welcomed the signing of a formal
agreement between the United States and the USSR
providing for ' co-operation in developing methods
for desalting water. He expressed the hope that the

results of the work undertaken under the agreement
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would be made public, if possible through the United
Nations, He was pleased to learn also that prepara-
tions were under way for an interregional seminar on
the economic applications of water desalination and
that arrangements had been mads jointly by the
seminar and the International Symposium on Water
Desalination being organized in Washington, D,C, by
the United States Government,

29, It was highly satisfactory thatthewater desalina~

tion study group had completed its work on costing -

procedures. Its report (ST/ECA/86) should be given
expert study. He therefore supported the recommenda-
tion contained in paragraph 16 of the Secretary-
General's report (E/4006), He also endorsed the
recommendation in paragraph 17 regarding the
strengthening of co-operation among agencies working
on desalination problems and the intensification of the
Secretariat's role as a clearing-house for exchange of
information and as a focal point for co-operation in
the field of desalination, He reserved his delegation's
position regarding the proposals for further studiés
contained in paragraph 18 untii after the forthcoming
session of the Advisory Committee on the Application
of Science and Technology to Development,

30. Mr. ARKADYEV (Union of Soviet Socialist Repub-
lics) stressed the great and ever-growing importance
of water desalination, As was rightly noted in the
preface to the Secretary-General's report on Water
Desalination in Developing Countries (ST/ECA/82),
even countries with abundant water resources would
face severe regional problems in the near future.
The problem of ensuring ar adequate water supply
for the world's rapidly expanding population went far
beyond the mere technology of desalination. By the
turn of the century the world's population would be
close to 7,000 million, But the developing countries,
with the highest birth rates, already saw their
economic development seriously hampered by in-
adequate water supplies. The report described some
of the ways in which those countries were tackling
the problem, and while desalination plants had an
important role to play, it could be seen that effective
solutions must be sought on a considerably wider
front.

31, Even the USSR, with its abundance of rivers and
lakes, continued to be plagued by the problem of
periodic drought, particularly in the regions of
Central Asia; almost 80 per cent of the country's
rivers lay in Siberia and the Far East, only 20 per
cent debouching in the most thickly populated and
industrially developed areas. However, much had
been done to redistribute the country's vast water
resources; with the aid of great canals, dams,
reservoirs and irrigation systems, desert areas in
various parts of the country had been brought under
cultivation and whole new regions opened up for de-
velopment, At the same time, the problem of salinated
soils was being successfully tackled with the aid of
new, highly mechanized irrigation systems and the
cultivation of crops, like rice, which thrived in salty
soils,

32, Nevertheless, the problem of extracting fresh
water from salt and brackish water was one of the
most acute facing the modern world, especially the
developing countries. Even with the largest dams, it

was possible to do only so much; despite the Aswan
complex under construction in the United Arab Repub-
lic, for example, 37 per cent of the Republic's terri-
tory would remain desert, It was natural that such
countries should look to the ocean wastes as a
possible source, particularly since it had become
apparent that nuclear energy could be used toproduce
large ~uantities of fresh water at very low cost, The
USSR had already accumulated considerable experi-
ence in that field, and a number of nuclear-powered
desalination plants were to be built in various parts of
the country, The use of nuclear powerfor desalination
had the further advantage that the fuel presented no
transport problems and appropriate plants could ac-
cordingly be set up anywhere, In the opinion of his
delegation, the International Atomic Energy Agency
(IAEA) would be playing an important role in using
nuclear power for that particular aspect of desalting,
That had -been stressed in the agreement on water
desalination recently concluded between the USSR
and the United States.

33. The time had come for a determined attack on
the problem of desalination, with the close co~operation
of scientists from all over the world. It was rightly
recommended, in paragraph 17 of the Secretary-
General's report (E/4006), that the exchange of
technical information should be stimulated and that

the United Nations Secretariat could actas a clearing~

house for such exchange. His delegation also supported
the proposal to hold an inter-regional seminar on the
economic applications of desalination. He would sug-
gest, however, that the seminar should encompassnot
only the work of the United Nations and the relevant
specialized agencies, but also that of other interested
organizations and scientific institutes in particular’
countries, in order to avoid duplication and unneces-
sary expense and to concentrate efforts.

34. Both the regular programme of technical assist-
ance and the Special Fund should devote a certain.
share of their resources to desalination. A great deal
could also be accomplished on abilateral basis, as his
country had found in its dealings with a number of
developing countries. Meanwhile, there was much to
be done, particularly in the matter of international co-
operation, Recalling that his country had recently
signed an agreement with the United States providing
for co-operation in developing methods for desalting
water, he expressed the hope that such international
co-operation would be backed up by the United
Nations and its agencies,

35. Mr. PACHACHI (Iraq) said that his country en-
joyed an abundance of fresh water but fully realized
the importance of desalination, particularly for the
developing countries of the Middle East, Throughout
its history Iraq had been able to obtain water supplics
from its two mighty rivers, Besides harnessing them
for its own use, it had offered to divert some of their
waters for the benefit of its neighbours. His delegation
was particularly glad to note that desalination projects
had been started in the United Arab Republic, Saudi
Arabia and Kuwait,

36. Much technical work remained to be done in de-
salination and the Secretariat should continue its
technical studies in co-operation with such: other
interested bodies as UNESCO and IAEA;:Ilt was



4 Economic and Social Council — Thirty-eighth Session

particularly important to explore the possibilities
of using atomic energy for desalting processes. As
the representative of Japan had pointed out, the
United Nations could play an important role both in
stimulating the exchange of information and in or-
ganizing seminars and symposia. Aboveall, the United
Nations could provide direct assistance tothe develop~
ing countries from such sources as the Special Fund
and the projected capital development fund. While not
belittling bilateral assistance, he stressed that the
bulk of the aid in desalination should come from inter-
national sources.

37. Mr. BLAU (United States of America) said that,
as the world's population increased and as the world
became more highly industrialized, there was no
more pressing problem than the provision for addi-
tional water supplies. In view of recent discoveries
and developments which were about to take place,
there was every hope that sound and economic
methods would be devised of making the vast re-
sources of salt and brackish water in the world
available for human, agricultural and industrial use,
His delegation welcomed the documents which the
Secretariat had prepared, particularly the one contain-
ing proposals for a costing procedure (ST/ECA/86),
which should be of great use for engineers and execu-
tives contemplating undertakings in this field, He re-
called that the United States had now signed a formal
agreement with the Goverament of the USSR providing
for co-operation in develoning methods for desalting
water and was also going ahead with arrangements
for the holding of an international symposium on
water desalination in Washington, D.C. in October 1965
in co-operation with UNESCO. His Government had
also made plans with the Government of Israel for
providing assistance to that country in desalination,

38. Turning to the Secretaiyv-General's report
(E/4006), he agreed that the Cec. icil should draw the
proposed costing procedure to the attention of Govern-
ments (para. 16) and also that the Secretariat could
serve as a focal point for the exchange of information
and for co-operation in the field of desalination
(para. 17). However, the recommendation that the
Secretariat should go ahead with further studies
(para. 18) might be somewhat premature. It would be
wiser to take stock of already existing work in inter-
national agencies and Member States before em-
barking on new studies,

39. Mrs. RAMAHOLIMIHASO (Madagascar) wel-
comed the studies prepared by the Secretariat andthe
formal agreement reached between the United States
and the Soviet Union. The survey on Water Desalina-

tion in Developing Countries (ST/ECA/82) could be
of vital importance for those countries in their ef-
forts to increase their natural resources and over-
come their economic difficulties. Madagascar, for
example, was doing its utmost to increase the water
supplies in its arid southern regions in order to in-
crease agricultural production, develop industry and
attract tourists, It was therefore particularly inter-
ested in the costing procednres described in the study
group's report on water desalination (ST/ECA/86),
for the Government would inevitably have to bear any
c..osps of convertmg sea water into fresh water.

40, Mr. MWALUKO (United Republic of Tanzania)
said that, although in his country there was abundant

‘rainfall at times, the central, northern and western

regions often suffered from drought. Tanzania was
making every effort to increase its water supply from
underground rivers, but the water obtained from many
of its artesian wells was often unfit for human con-
sumption., As a rapidly developing nation with a
steadily rising population, Tanzania was profoundly
interested in the techniques described in the Secre~
tariat documents, particularly those involving the
use of atomic energy and those aimed at reducing the
cost of desalination. He agreed that the United Nations
could play a useful role as a clearing-house for the
exchange of information and that the bulk of the tech-
nical assistance in desalination should be channelled
through the United Nations family of organizations.

41, Mr. S. KHALIL (United Arab Republic) said that
the question of water was crucial for his country, 97
per cent of which was desert, It had started to harness
the waters of the Nile by building the Aswan dam and
was now deeply interested in the possibilities of de-
salination, It had already done some original research,
which it had made available tothe Advisory Committee
on the Application of Science and Technology to
Development, He strongly endorsed the view of the
Iraqi - representative that assistance in solving de-
salination problems should be channelled through the
United Nations and its agencies. As research in that
field was very costly, assistance from the United
Nations and under bilateral agreements was essential
to the developing countries. In addition, he felt that a
proportion of the funds of the future capital develop-
ment fund should be earmarked for research on
desalination,

42, Mr, DE GREGORIO (Chile) said that Chile, much
of whose mineral wealth lay in desert areas, had a
special interest in desalination. His delegation would
have liked to discuss the documents before the Com-~
mittee in detail but unfortunately had not received
them in time. It would no doubt have comments to
make on the subject at the Council's summer session,
Chile welcomed the agreement between the United
States and the Soviet Union and hoped it would yield
results of value to the developing and other countries.

43. Mr. PISKAREV (International Atomic Energy
Agency) said that the Agency's concern with the ap-
plications of nuclear power naturally led it to take an
interest in desalination. A nuclear reactor could be
used to produce the energy (heat or electricity)
needed to operate a desalination process. A distinction
must be made between progress in the technology of
desalination and progress in the technology of the
various types of energy sources that could be used
to operate the desalination process. As regards de-
salination proper, work was progressing on a number
of different techmgues for converting sea or brackish
water into fresh water. Over thirty desalting plants
were at present operating or under ce.. *ruction,
ranging in capacity from 250,000 to over 3 million
gallons per day. Nearly all were situated in arid
areas or on islands, The most common processes
used heat directly, mostly by flash distillation,
Present techniques made it possible to produce water

at less than $1 per thousand gallons, provided the
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output was of the order of 1 million gallons per day
or more, That figure was much too high for agricul-
tural purposes, for which the cost should be less than
10 cents per thousand gallons, but was cheap enough
for many municipal and industrial uses. It was anti-
cipated that during the next decadethe cost of desalted
water could be brought down to a half or a third of
its present price, which would permit its use for cer-
tain types of agriculture. That would be achieved by
improving desalination techniques, increasingthe size
of plants and using cheaper energy from largenuclear
reactors., Nuclear energy was not currently used for
desalination, but studies had shown that the prospects
for its use in large plants were favourable. That was
especially true for dual-purpose installations pro-
ducing power and water simultaneously, Most of the
present desalting plants had been constructed in the
last ten years and progress in desalination tech-
nology was likely to be rapid, regardless of the
source of energy. Since the cost of energy repre-
sented a major component of the cost of fresh water,
the use of nuclear energy for desalination would de-
pend on progress with regard toits cost of production.

44. It was clear from the foregoing that at present
nuclear energy could only be considered when the
demand for fresh water for domestic and industrial
consumption, or the combined demand for freshwater
for those purposes and electricity, justified a large
plant. In other words, it could be considered only for
a reasonably large urban or industrial complex. The
main need was to proceed from theoretical studies
to demonstration installations, especially of dual-
purpose plants. Only thus would it be possible to
obtain definite cost figures. A useful demonstra-
tion project would have a capacity of some 300
megawatts (thermal) and would cost about $25 million,

It was likely that one such plant would be constracted

during the next few years.

45. The Agency had set up a panel of member States
which met periodically to review the latest techno-
logical developments and its own desalination activi=-
ties, It had recently published a technical report on
the subject, Desalination of Water Using Conven-
tional and Nuclear Energy.l/ It was prepared to sup-
port research and had awarded a research contract
to an institute in Israel.

46, With a view to possible nuclear demonstration
installations, the Agency had made a survey of the

Yy International Atomic Energy Agency, Technical Reports Series
No. 24 (Vienna, 1964).

opportunities for desalination and electricity produc-
tion plants in southern Tunisia, Its observers were
being invited to take part in study groups convened
as a consequence of the kLilateral agreements con-
cluded by the United States with Israel and the United
Arab Republic respectively. The Third International
Conference on the Peaceful Uses of Atomic Energy,
for the scientific aspects of which the Agency had been
responsible, had shown that nuclear power was on the
verge of becoming competitive with conventional
power throughout the world. A number of countries
were investigating ways of using nuclear power for
desalination, in particular the Soviet Union and the
United States, which had recently concluded an agree-
ment on co~operation in desalination. In that agreement
they undertook to share the information they exchanged
with the Agency and to invite its observers, in appro-
priate cases, to symposia and scientific meetings,
That confirmed the Agency's role as a focal point
for international co-operation on the nuclear aspects
of desalinaticn. The Agency had submitted a proposal
in that connexion to the Advisory Committee on the
Application of Science and Technology to Develop-
ment, It had also taken part in the discussions of the
study group which had been convened in connexion
with the ‘preparation of the report on proposals for a
costing procedure and related technical and economic
considerations (ST/ECA/86). It looked forward to
further co-operation in.such matters with the United
Nations and the specialized agencies.

47. Mr. WHYTE (United Kingdom) said that his dele-
gation was deeply interested in water desalination in
the developing countries and in the possibility of the
United Nations acting as a clearing~house for informa-
tion and a co~ordinator of activities in that field, The
report on costing procedures required very careful
study; he therefore proposed that the question of water
desalination should be placed on the agenda of the
Council's thirty-ninth session, when that report could
be more thoroughly discussed than at present. In the
meantime, the Secretariat should continue to carry out
the work specified in Council resolution 1033 A
(XXXVII),

48, Mr. CHIBA (Japan) suggested that the United
Kingdom representative's proposal should be dis-
cussed under item 12 {(consideration of the provisional
agenda for the thirty-ninth session and establishment
of dates for opening debate on items),

It was so decided,

The meeting rose at 6.20 p.m.,

Litho in U.N,
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AGENDA ITEM 6

Work programme of the United Nations in the economic,
social and human rights fields (E/4011)

1. The PRESIDENT drew attention to the note (E/4011)
in which the Secretary-General, in accordance with
Economic and Social Council resolution 1046 (XXXVII),
reported on the progress made towards the presenta-
tion to the Council at its thirty-ninth session of a work
programme of the United Nations in the economic,
social and human rights fields,

2, Mr., WURTH (Luxembourg) said that the prepara-
tion of a logical work programme and the evaluation of
its budgetary implications raised many technical and
administrative difficulties. In order to ease the taskof
the Secretariat, the sponsors of resolution 1046
(XXXVII) had therefore deliberately avoided going into

details, In reality, that resolution was merely a step
towards a better presentation of the United Nations
budget. It was particularly urgent to improve the
budgetary presentation of the work programme of the
United Nations in the economic, social and human
rights fields; in view of the limited resources of the
United Nations and the increasing extent of its activi-
ties, a system of priorities had to be established. He
trusted that the question would be discussed in greater
depth at the Council's thirty-ninth session.

3, The consultations with the secretariats of the
regional economic commissions were praiseworthy,
Consultation with the Advisory Committee on Adminis~
trative and Budgetary Questions would likewise be
extremely useful, His delegation was less concerned
with the separate presentation of a statement of budge-
tary resources and a work programme than with the
integration of the work programme in the budget. That
was why, although it awaited with keen interest the
first part of the report referred to in paragraph 3 of
the note by the Secretary-General (E/4011), it attached
greater importance to the second part, which would
combine the details of the work programme (listed
under the major organizational units) with an indica-
tion of the financial resources required, His delegation
also considered that the system sketched out in reso-
lution 1046 (XXXVII) could be worked out in greater
detail at a later date in the light of the experience
acquired,

4, Mr, WILLIAMS (United States of America) said
that the type of information requested was of great
importance. If the Council was to ensure maximum
concentration of effort and resources in certainfields
in which action was particularly necessary, it must
have before it the requisite documentation enabling it
to analyse the work programme and its budgetary
implications. It was worth pointing out, in that respect,
that so far the relevant reports had always been sub-
mitted too late. Such reports should be submitted as
early as possible, sothat Governments could take their
decisions in good time. It was particularly tobe hoped
that the report referred to in paragraph 3 of the note
by the Secretary-General would be circulated well
before the opening of the thirty-ninth session.

5. Mr, ARKADYEV (Union of Soviet Socialist Repub-
lics) expressed surprise that nothinghad yet been done
to permit the enlargement of the Council, regarding
which recommendations had been made involving a
conference for the purpose of reviewing the Charter.
It was regrettable that the nine extra members pro-
vided for were not able to share in the Council's de~
cisions, Even the developing countries had apparently
given up pressing for such a conference, although the
participation of some of them in the Council's work
could set a new direction for the programmes of the
United Nations in the economic and social fields, The
need for increased participation by developing coun-
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tries in the Economic and Social Council was fully
vindicated in General Assembly resolution 1916 (XVIII),
which dealt with United Nations activities inthe social
field, particularly in the developing countries,

6. The developing countries must undertake sub-
stantial social reforms. The task of the Economicand
Social Council was to help them as much as possible
in that endeavour by giving them the benefit of the
experience of more developed countries, The USSR
delegation had drawn attention on many occasions to
the inadequacy of United Nations activitiesinthe social
field, Problems such as raisingthe levels of living and
the more equitable distribution of national income were
never studied. Similarly, there wasnever any question
of studying ways of enabling the people of developing
countries to enjoy such benefits as free medical
services, universal education, technical and profes-
sional training and the improvement of the level of
instruction. Where under-employment was concerned,
the Council seemed to feel that it had solved the
problem by adopting a resolution on the matter, where-
as, on the contrary, it should pressthe countries con-
cerned to give the problem very serious attention,

7. Under Article 55 of the Charter, the Economicand
Social Council was responsible for studying a number
of problems independently of any action already under~
taken in that connexion by the specialized agencies or

the countries affected by those problems, Infact, in the .

social field the specialized agencies could be said to
be waiting for the United Nations to map out a line of
action for them, The United Nations organs which dealt
with social questions should thercfore call on the coun-
tries which had experience in particular fields and
could give sound advice. For example, the USSR, to
name only one country, was perfectly familiar with the
question of free medical services, Another important
problem was that of children, That problem should not
be left to the United Nations Children's Fund (UNICEF),
but should be the subject of planning at the national
level, It was not simply a question of supplying milk
to children, but of providing them with schools, physi-
cal training and leisure activities. The Council had also
neglected the problem of illiteracy, although it was
impossible to improve the level of educationina coun-
try without dealing with that problem, which affected
even developed countries, The United Nations might
with advantage study the method used by certain Latin
American counfries, particularly Cuba, or by Arab
States, which had successfully mobilized their national
resources to combat illiteracy. The general problem
of education was very closely linked with that of de-
velopment, Literacy was therefore of fundamentalim-
portance. No less important was the agrarian problem:
in many parts of the world the peasants tilled land over
which they had no rights, and great estates belonged to
a few very rich landowners, many of them foreigners,
The situation was all the more serious asmany of the
developing countries had predominantly agricultural
economies, The United Nations should help the Govern-
ments of newly independent countries toimprove their
system of land tenure, inter alia, by organizing ex-
changes of views onthe matter, He understood that only
one Secretariat official was assigned to study such
questions—clearly an unsatisfactory state of affairs.
The United Nations should begin immediately to pre-
pare for the World Land Reform Conference whichwas

to be held in the spring of 1966 on land tenure ques-
tions,

8. The problems of unemployment and under-employ-
ment were also extremely important, particularly
where they affected not only older workers but also
the younger generations., The consequences of that
social evil were felt in all aspects of economic and
social life, It was clearly a problem that could only be
solved from within; nevertheless, the United Nations
could give useful advice to Governments, act as a
catalyst and help to spread information on the subject.
The next United Nations report on social problems
should be entirely devoted to the unemployment and
under~employment of youth,

9. There were other problems requiring study, par-
ticularly working conditions, the consequences of
automation, the importance of the public sector in
economic and social affairs, the organization of medi-
cal services, the elimination of the economic and social
after-effects of colonialism, and so forth, The United
Nations should attack those problems in a more
thorough manner, laying stress on the strengtheningof
national sovereignty and the elimination of foreign
domination of the economy of the newly independent
countries, the development of education and the use
of modern techniques. Allthose questions were closely
linked and deserved careful study, but the agendas of
the various United Nations bodies were overloaded with
unreal problems and problems of secondary impor-
tance. In the field of human rights inparticular, there
was an enormous amount still to be done. For example,
a special recommendation from the General Assembly
had been needed before the problem of racial dis-
crimination had been tackled, The implementation of
the various principles, declarations and conventions
on human rights, colonialism, racial discrimination,
apartheid, forced labour and slavery, genocide, equal
treatment for men and women, political freedom, etc.,
was far from being assured, Council resolution 1015
(XXXVII) could constitute a good basis for workin that
field. The International Year for Human Rights should
not be celebrated solely by ceremonies, but also and
above all by the universal and effective observance of
human rights, All Member States should begin by
ratifying the numerous human rights conventions,

10. He hoped that the report which would be presented
to the Council atits thirty-ninth session would be more
concrete and more satisfactorythanearlier reports, It
was certainly praiseworthy to be concerned with the
problems of community development, but in such im-.
portant matters asagricultural development the United
Nations must prepare meaningful reports of practical
use to the countries concerned, The essential problems
must be dealt with first,

11, Mz, ARCA PARRO (Peru) said that he could well
understand the astonishment that the brevity of the note
by the Secretary-General (E/4011) had provoked,
Council resolution 1046 (XXXVII) was possibly rather
vague on that point and perhaps the Secretariat was
still feeling its way, At all events, it must now come
to grips with the matter, To recapitulate yet again the
work accomplished within the limits of the United
Nations Development Decade, however useful such a
recapitulation might be, was not enough; it was neces-
sary to determine to what extent the programmes
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undertaken had been suzcessful and had yielded the
expected results, Stock-taking was called for, the
reasons for successes and failures must be analysed
and, in the light of the experience gained, a more
rational distribution of resources in accordance with
clear priorities should be ensured, The opinion of
United Nations experts should be compared with the
testimony of recipient countries and non~governmental
institutions., It would then be possible to determine
whether the economic and social bodies of the United
Nations had fulfilled expectations and there wouldbea
sound basis on which to proceed to the review and re-
appraisal of the Council's role and functions in the
light of the Charter. A clarification and perhaps an
extension of the scope of resolution 1048 (XXXVII)
would then enable the Secretariat to pursue its task on
a somewhat morz solid basis.

12, Mr, PACHACHI (Iraq) remarked that the debate
on substantive questions normally took place at the
summer session, There were two reasons why the
question of the work programme was included in the
agenda of the current session: first, the previous re-
port had been considered insufficient, as was indicated
in the third preambular paragraph of resolution 1046
(XXXVII); secondly, a report of such importance was
generally submitted too late, The Secretariat had
therefore been requested to report to the thirty~-eighth
session on the progress made towards the presentation
of the work programme, The Secretary-General's note
(E/4011) was certainly brief and shed no light on the

nature of the report to be presentedat the thirty-ninth
session, One of the Council's great weaknesses was

that the volume of its work was increasing while the

level of expertise available to it was going down; but

considered views could hardly be formed if the Secre-
tariat issued its report so late that Governments were
unable to study it properly. He hoped that Governments
would receive the next report at least one month hefore
the opening of the thirty-ninth session,

13, Mr. HILL (Deputy Under-Secretary for Economic
and Social Affairs) assured the Council that, despite its
brevity, the report was the result of numerous consul-
tations and much thought; it was the firm hope of the
Secretariat that the report tobe presented at the thirty-
ninth session would prove more satisfactory than the
one preceding it and would enable the Council to
examine the work programme with full knowledge of
its budgetary implications. The documents would be
circulated in good time and the USSR representative's
remarks and suggestions would be taken into account,

14, The PRESIDENT suggested that the Council should
take note of document E/4011 and that it should urge
the Secretariat to pressonwithits work and to present
its report in time for the Governments to be able to
examine it carefully before the opening of the thirty-
ninth session,

It was so decided,

The meeting rose at 12,45 p.m.

Litho in U.N.
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AGENDA ITEM 7

Review and reappraisal of the Council's role and
functions

1. The PRESIDENT invited preliminary comments.

2. Mr. TREMBLAY (Canada) said that the need for
review and reapprairl had arisen not only because of
the passage of time but because of the decision to
establish the United Nations Conference on Trade and
Development (UNCTAD) as an organ of the General
Assembly. UNCTAD was only the most recent of a long
series of specialized bodies. There had also been a
parallel development of the specialized agencies, which
had been drawn into increasingly close contact with the
United Nations proper. All those developments, with in~
creasing emphasis on specialization, reflected the
changing needs of a changingworld, It wasnot surpris-
ing that they entailed changes in the role of the Council

itself, for the founders of the United Nations could
hardly have foreseen the role it would be called upon
to play twenty years after its creation. Itwas a pity that
during those twenty years, reasoned debate on emerg-
ing economic and social trends had to give way to the
pressing need for action to promote economic and
social development, Whenever a new body had been
created, it should have been possible for the Council
to withdraw from the debate, leaving the responsibili~
ties for detailed action to specialists. In the case of
UNCTAD, the process had reached anew level; it would
be absurd for the twenty-seven members of the en-
larged Council to discuss the trade requirements of the
developing countries when abetter qualified andlarger
body had made those needs its special concern. The
Council should be happy to delegate its responsibili-
ties in that and other fields to specialized bodies,

3. That did not mean that the Council nolonger had a
useful role to play. On the contrary, its role had be-
come more complex and more difficult, It had two
major responsibilities, First, it had a legislative obli-
gation towards its functional commissions and their
subsidiary bodies, whose resolutions must be approved
by it if they were to take effect at the international
level. The Council should be circumspect when con-
sidering the texts recommended to it and members
should resist the temptation of merely speaking for
the record. Secondly, it must act in areas which did
not fall within the terms of reference of any of the
specialized bodies, In considering such matters, the
Council should bear in mind the relative importance
of the different activities, However, the Council's
major role was to assess and co~ordinate the efforts
of the international community to promote develop-
ment,

4. In setting up specialized bodies to deal with speci~-
fic problems, the Council had run into another diffi-
culty, that of ensuring that those bodies worked
smoothly within some generally approved pattern. But
if the idea of joint action was to have any meaning,
there must be some body to assess all the aspects of
development; under the United Nations Charter, that
was the role of the Economic andSocial Council, None
of what he had said was new. Indeed, the most signifi-~
cant developments in the Council's work over the past
two years had been in the field of co~ordination, A
definition of "co-ordination" was necessary. It was
often conceived of as a restraining function to ensure
that the limited resources were used for the most
urgent activities, but it had a more vital aspect: that of
appraising existing activities with a view to identifying
gaps, shifting emphasis and indicating new directions.
The Council should be not only a focus for international
thinking on the problems and policies of development,
but a catalyst which should give impetus to the action
initiated by other United Nations bodies, Because of the
very variety of the specialized agencies, there was a
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danger of a haphazard approach to economic and social
development, The Council should keep a watchful eye
on the working of the complex international machinery
and see that it ran smoothly,

5. Some members feared that a strengthened Council
might intervene in the substantive work of the
specialized bodies, particularly UNCTAD, Inhis dele-
gation's view, the Council should not become involved
in UNCTAD's operations, but ensure the smoothwork-
ing of the machinery, The Governments represented
on the Council were also represented in UNCTAD and
other bodies; co-ordination within individual Govern-
ments should guarantee co-ordination at the interna-
tional level. The Council should develop its role of
co-ordination at the policy level. That would be no
easy task but it was worth while, Some minor reforms
of the Council's methods of work might be desirable
and should be studied in detail at the thirty-ninth
session, But the major concern shouldbe, notto shore
up the position of the Council at any price, but to use
the Council to the advantage of all,

6. Mr. WALDHEIM (Austria) said that, under the
Charter, the Council was responsible for the orderly
development of the economic, social and human rights
activities of the United Nations proper, and for co-ordi~
nating the same activities of the United Nations family
as a whole, Its functions were, first, to provide a
forum for a high-level exchange of views on economic
and social policy and development; secondly, to co-
ordinate the programme and activities of the United
Nations system of organizations; and thirdly, to provide
policy guidance and assume over-all responsibility for
the economic and social activities of the whole United
Nations system.

7. Not only the enlargement but the change in the
character of the Organization's membership over the
last twenty years had necessitated a review of the
membership of the main organs, Austria, fully aware
of the need for adaptation, had been one of the first
countries to ratify the Charter amendments enlarging
the membership of the two Councils. A morebalanced
geographical distribution and greater representation of
the new African and Asian countries would help to
increase confidence in the Council,

8. Governments should be given time to study the
problems involved andtomake constructive proposals.
The division of work between the Council and the
newly constituted Trade and Development Board would
be a major task, but until the terms of reference of
the new bodies were defined, the Council could come to
no decision, His delegation therefore agreed with
previous speakers that the present item should be
placed on the agenda of the thirty-ninth session and
remain on the agenda of future sessions until an
acceptable solution had been found, The Council was
fully competent to undertake the reappraisal, but that
did not affect the authority of the General Assembly to
make the final decision onthe future role and functions
of the Council. The records of the discussions on the
item at the current session and the previous session
should prove helpful to the Assembly inits considera-
tion of the matter,

9. Under Chapter X of the Charter, the Council was
responsible for co-ordinating the activities of the

United Nations and the specialized agencies in the
economic, social and human rights fields. With the
expansion of United Nations activities into the fields
of trade and developmenty:the need for co-ordination
was even greater than before, His Government did not
wish to hamper the activities of the new trade organs
in any way, particularly the efficient planning of their
programme, but there was an imperative need for co-
ordination of all United Nations economic activities
at some point. He trusted that the reappraisal of the
Council's functions would be approached in a spirit of
open-mindedness and co-operation, and that prejudice
and past disappointments would be disregarded sothat
the enlarged Council would become a forum in which
economic and social development problems could find
a satisfactory solution,

10, Mr. WURTH (Luxembourg) said that the present
review and reappraisal of the Council's role and func-
tions was particularly important because of the con-
tinuing growth of United Nations economic activities.
Although that growth was being temporarily slowed
down by the financial crisis, the creation of trade and
development machinery marked the beginning of an
enormous expansion of economic and social activities,
The General Assembly's work in thatfield had become
heavier and much more difficult over the last few
years; it would therefore have an even greater need
of the Council than in the past. The Council had three
major responsibilities, as defined in the Charter,
First, it was the directing body for all the economic
and social programmes of the United Nations proper;
in that field, the integration of the budget and the pro-
gramme of work would facilitate the Council's work
and make its action more effective, Secondly, it was
the co-ordinator of the economic activities of the United
Nations and specialized agencies. Thirdly, it was the
body responsible for formulating world economic
policy,

11, It was for Member States to ensure that the Coun~
cil functioned effectively, There were two main ways
in which that could be done. First, it must be suf-
ficiently representative. The General Assembly had
already taken action to enlarge the Council's member-
ship to twenty-seven; the nine future new members
were already participating in the Council's work.
Secondly, the Council's machinery must be fully adapted
for its work, Thetime for a re~evaluation had obvious-
ly come, Nevertheless, if the Council was to adapt
smoothly to its new functions, over-hasty action must
be avoided. His delegation was ready to participate
in a discussion of the subject at the thirty-ninth ses-
sion, but he did not think that any rigid schedule
should be adopted,

12, Mr. THORMANN (International Federation of
Christian Trade Unions) welcomed the fact that the
need for a review and reappraisal of the Council's
role and functions had been generally recognized, That
need arose not only from the implementation of the
recommendations of UNCTAD but from various con-
tinuing trends, Over the last decade, concern had
repeatedly been expressed over the failure of the
Organization as a whole, and of the Council in par-
ticular, to carry out its responsibilities under Chap-
ters IX and X of the Charter, The need to achieve the
goals laid down in Article 55 of the Charter was
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universally recognized and the means to do so were
available; but the measure of success had been dis-
appointing. The International Federation of Christian
Trade Unions trusted that the present discussion would
mark the beginning of abreak-through tobetter things,

13. In establishing consultative status for non-
governmental organizations, the founders of the United
Nations had wished to ensure that governmental and
inter-governmental initiatives would always be ade-
quately attuned to the hopes and aspirations of man-
kind. Such organizations were in a specially good
position to help the United Nations to keep the social
dimengions of economic progress in proper focus, At
the thirty-seventh session of the Council, the Secre-
tary-General himself had stressed that economic
progress had no meaning if it was not closely related
to social aspirations (1320th meeting, para. 8). And
yet, as the Under-Secretary for Economic and Social
Affairs had stated to the Co-ordination Committee at
the same session (E/AC.24/L.240), there was a ten~
dency for economic and social questions to be dealt
with outside the system of the Council, Hetrusted that
the enlargement of the Council—which should become
a fact in the near future—would correct that trend by
making the Council more representative of the whole
United Nations membership.

14, Mr, RAMOS (Argentina) said that his delegation
had favoured the inclusion of the present item on the
agenda of the current session because of the com-
plexity of the problems involved, For the same reason,
the item should be retained onthe agenda of the thirty-
ninth session, when it could be considered in the light
of the decisions taken at the first session of the Trade
and Development Board, In considering the relationship
between the Council and the Trade and Development
Board, the legal position should be ‘borne in mind.
Under Artiole 22 of the Charter, the General Assembly
was entitled to establish such subsidiary organs as it
deemed necessary for the performance of its functions,
The Board was a subsidiary organ of the General As-
sembly which had been given highly important re-
sponsibilities, particularly with respect to the develop-
ing countries, On the other hand, under Article 7 of
the Charter, the Council was established as one of the
principal organs of the United Nations. The Council's
two main regponsibilities were to direct economic and
social programmes of the United Nations and co-ordi-
nate the work of the United Nations family in that
field, As far as co-ordination was concerned, that
point had been made clear in paragraphs 20 and 22 of
General Assembly resolution 1995 (XIX),

15, As to its future functions, the Council should
give careful consideration to all points, particularly
its relations with the trade and development machinery;
in particular, it should decide what functions were
subsidiary and what steps should be taken to avoid
duplication, What was required wag an over-all re-
appraisal of the Council's functions in relation to the
principles of the Charter, the directives of the General
Assembly and the decisions of the Trade and Develop~
ment Board, It was clear thatthe Councilwas the body
responsible for formulating economic and social
policy.

16, It would be helpful if the Secretariat could pre-
pare a document to facilitate the Council's congidera-~

tion of the item at the next session in the light of the
present discussion, the decisions taken at the first
session of the Trade and Development Board, and the
legal provisions pertaining to the matter,

17, Mr. WILMOT (Ghana) said that his delegation
still maintained the view ithad expressedatthe thirty~
seventh session: that the present reappraisal was too
important to be undertaken by any other body than the
General Assembly. It was obvious that the matter could
not be fruitfully discussed at the present time, as the
situation would not be clear until the Trade and De-
velopment Board had met and taken its decisions, The
earliest possible moment at which the Council could
really begin its reappraisal was therefore its thirty-
ninth session.

18. He welcomed the fact that the USSR had ratified
the amendment to the Charter enlarging the member-
ship of the Security Council and the Economic and
Social Council, His delegation had always maintained
that the membership of the principal organs of the
Unitec Nations should reflect the total membership of
the Organization. It had therefore co-sponsored the
resolutions adopted by the General Assembly enlarging
the membership of the sessional committees and of the
two Councils. Any reappraisal of the Council's role and
functions.should begin with a consideration of its com-
position: unless it was representative of the entire
membership of the Organization, it could not function
satisfactorily.

19. The developing countries were and always would
be concerned with that matter., He supported the
Argentine suggestion that the Secretariat should pre-
pare a document to facilitate the Council's considera-
tion of the item at its thirty-ninth session, In the mean-
time, the Secretary-General might be asked toascer-
tain the views of Member States, the specialized
agencies and the International Atomic Energy Agency
with a view to making their views available to the Coun-
cil at that session.

20. Mr. DE GREGORIO (Chile) said that any com-
ments made at the present stage must be preliminary
and could not entail any commitment, In his delega~-
tion's view, the Council should become the executive
agency, with full powers, for certain economic and
social activities of the United Nations, but those activi~
ties should be strictly defined. The importance of the
Council had inevitably declined somewhat as other
members of the United Nations family had grown in
strength and independence. Many international agen-
cies, moreover, had only courtesy ties with the Coun-

cil, Nevertheless, the Council had succeededin focus-~

ing attention on economic problems of fundamental
importance and it had become evident that their solu-
tion required the establishment of special machinery

-with full powers, As a result, UNCTAD had been con-

vened and had become a permanent body, Chile would
give the new machinery its full support, It should be
as independent ag possible and have the widest pos-
sible powers, It should be recognized as the world
forum for settling trade and development questions, a
view which had been expressed by the Ad Hoe Com-
mittee on Latin American Co~ordination in a declara~
tion adopted at Lima in December 1964,

21, It would be premature, however, to discuss in
detail what the Council's new functions should be,
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Although the Trade and Development Boardwas already
in existence, its subsidiary organs had not yet been
assigned their final terms of reference, The member-
ship of the Council had not been modified sufficiently
to give due representation to the newly independent
countries of Africa and Asia, The only way they could
make their views known would thus be through a
regular meeting of the General Assembly, In these
circumstances, Chile could not agree to any substan-
tive discussion of the Council's future functions, but
it would not be opposed to a preliminary exchange of
views. Naturally, no discussion in the Council would
prejudge decisions which only the General Assembly
could take.

22, Mr, MWALUKO (United Republic of Tanzania)
said that a review and reappraisal of the Council's
role and functions could only be carried outby a truly
representative body. The Council was not suchabody.
Only about 11 per cent of its members were African,
whereas African States had 'about 30 per cent of the
seats in the General Assembly. Although the General
Assembly had sought to rectify the situation by adopt-
ing resolution 1991 (XVIII), the developed countries had
so far failed to ratify the proposed amendment of the
Charter. It was precisely those countries which had
caused the decline in the Council's effectiveness by ex-
ploiting their dominant position to runitinaccordance
with their own wishes and which were now pressing
for review and reappraisal. In that connexion, he
welcomed the recent ratification of the Charter amend-
ment by the Soviet Union, His delegationwas in favour
of a review and reappraisal, but in the right place,
Since the constitutional crisis through which the
Organization was passing affected all aspects of its
activities, that place was the General Assembly and
he hoped that it would be possible to take the matter
up at its twentieth session,

23. Mr, CHIBA (Japan) said that a review of the
Council's role could be undertaken without infringing
the General Assembly's right to take the final deci-
sions. The establishment of the new trade and develop-
ment machinery would have a great impact on the
structure of the United Nations and duplication of work
must be avoided. There were aspects of economic
affairs, however, which the new machinery would not
cover and the Council would still bear important re-
sponsibilities under the Charter for social affairs and
human rights, It would also still be responsible for
co-ordinating all United Nations activities in the
economic, social and human rights fields and its func-
tions in that respect might well be expanded, It should
also continue programme evaluation, A thorough study
of its new role might be undertaken atthe next or sub-
sequent sessions,

24, Mr. ARCA PARRO (Peru) said that there seemed
to be no disagreement about the need fora review and
reappraisal of the Council's role and functions, but
merely about the extent cof that review, Some were
pessimistic about the Council's future, In the course of
his long association with the Council, he had frequently
heard pessimism expressed with regard to proposals
that had later proved very successful. For example,
doubts had at first been expressed about the u3ed for
the Economic Commission for Latin America, which
had since not only given much assistance to the coun-
tries of the region, but had established an entire new
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philosophy of development, leading to the holding of
the United Nations Conference on Trade and Develop-
ment and the movement towards economic integration
in Latin America. Similarly, the Population Commig~
sion had proved a most valuable body despite the
misgivings that had attended its creation., Since the
Organization had achieved such successes in the eco~
nomic and social fields, it might appear that the Coun~
cil's o'!.rinal terms of reference were still adequate.
But great changes had occurred in the world since the
drafting of the Charter, Apartfrom the political evolu-
tion which had led to the great rise in United Nations
membership, there had been unprecedented scientific
advances; demographic trends had taken an unexpected
turn; the harnessing of nuclear power and the investi-
gation of outer space had opened up new prospects.
However far-sighted the founders of the United Nations
had been, they could not have foreseen all those de-~
velopments, It was therefore natural that the Organiza-
tion should take stock and see where it had achieved
its original aims, where it had fallen short and where
it had gone further. A study of the legal position might
be advisable, as the representative of Argentina had
suggested, The Council was obviously too small, but
it was not clear on what principle it should be ex-
panded. The reason why its membership had been
originally fixed at eighteen was not evident. It might
have been more sensible to make it a percentage of
the Assembly's membership. At the same time it must
be representative of all trends in the world community.
That meant recognition of the fact that, while the
world was divided into two main groups of countries,
the developed and the developing, there were many
subdivisions within those groups. The subject was one
of great complexity. Before it could be discussed in
detail, some documentary background would be needad
and the Secretariat might be requested to prepare it.

25, Mr. HASEGANU (Romania) said that the number
and importance of the problems before the Council
increased every year, and a reappraisal of the Coun~
¢il's role and functions could establish what had been
constructive and appropriate in its past work over
many years and also what had impeded it, Such a re-
appraisal was all the more pertinent since a new
economic organ, the United Nations Conference on
Trade and Development, had been created, But, from
a practical point of view, a useful discussion of the
matter could be held only after the Trade and Develop-
ment Board had been constituted and had organizedits
work. He shared the view that discussion inthe Coun-
cil should not prejudice the work and decisions of the
first session of the Board., He would be in a better
position to express an opinion at the thirty-ninth ses-
sion,

26. Mr. VIAUD (France) said that the functions of the
Council were clearly defined in Chapters IX and X of
the Charter. Its main purpose was to stimulate joint
action by Governments and by the international bodies
concerned, aimed at the economic andsocial advance-
ment of the developing couiitries. Any doubts which
persisted about its role could only be resolved by a
return to the Charter,

27. The Charter also gave the Council a dual function:
to enable Member States to compare their views on the
world's main economic problems, and to ensure co-
ordination of the activities of the United Nations and the

% b s g e, G e st s oo e



1357th meeting—23 March 1965 15

specialized agenciés in the economic and social fields,
Some of those activities—labour, education, financial
matters—already lay within the competence of the
specialized agencies, But whenever a new activity had
impelied the Organization to undertake specific action,
the Economic and Social Council had not hesitated to
establish the bodies it required for that purpose—asin
the case of technical assistance, industrialization, etc.
It had never been apractice of the Council to usurp the
functions of the technical bodies it had set up, or to
keep them under close control. The French delegation
felt that an unreal problem had emerged from the con-
troversy which had arisen as to the respective roles
of the Council and UNCTAD, The Council was not
equipped to deal with the technical problems of interna-
tional trade, That was the responsibility of UNCTAD.
On the other hand, at its own levelthe Council had the
responsibility of bringing into focus the influence which
trade could exert on the economic development of the
under-developed countries, The Council's annual de-
bates on the world economic situation and the problems
of development could provide the necessary intellectual
stimulus for the Governments and international organi-
zations which took part in them to examine world
economic problems within a world-wide framework,

28. Similarly, in the exercise of its co-ordinating
functions, the Economic and Social Council should
regard itself as the irreplaceable body within which
the activities of the United Nations and ihe specialized
agencies were fitted together and brought into line,
That task could be properly accomplished only if the
Council avoided becoming bogged down in details and
restricted itself tothe discussion of priority activities,
In order to do so, it must take care that its work pro-
gramme and its budget were continually adjusted to
each other, The Administrative Committee on Co-
ordination (ACC) was in a position to give the Council
valuable agsistance in that respect. The association of
the President of the Council and the Chairman of the
Co-ordination Committee with the work of ACC was
likely to improve co-ordination between those two
bodies considerably. The discussion and comparison of
the work programme and the budget might be left to a
body smaller than the Co-ordination Committee, such
as the Special Committee on Co~ordination or any other
organ that the Council might decide to set up.

29, The future role of the Economic andSocial Coun~
cil and the reappraisal of its activities depended to a
large extent on a rational division of responsibility
between the Council and ‘ie General Assembly. Some
of the countries long represented on the Council felt
that it could not do its workwithout relying on smaller
subsidiary bodies to prepare its discussions. Other
members, who had joined the Organization at a later
date, felt that the Councilwasno longer representative
and was not discharging its functions properly. There
was some truth in both those views, If the Council was
properly to carry out the duties laid upon it by the
Charter, it must obviously be fully representative, The
French delegation had expressed the view that it should
be enlarged, when the question had come up for discus-
sion; but the Council could play no really useful role
in the Organization, even with a membership of twenty-
seven, unless the countries now constituting the
majority in the General Assembly attached real impor-
tance to its activities and were willing to regard it as

the organ competentto prepare the Assembly's debates
and recommendations on the problems which were of
concern to the Orgamzatmn in the economic and social
fields.

30, Mr. PACHACHI (Iraq) said that, while the eco-
nomic and social activities of the United Nations had
mereased in 1mportance over the years, the effective-
ness of the Council in handling those matters had cor-
respondingly declined, That paradox was at the root
of all the Council's difficulties, He agreed with the
representative of ¥France that, according to the Char-
ter, the Council had been clearly designated as the
central United Nations organ responsible for economic
and social development, He also welcomed the planned
enlargement of the Council which would remedy the
deficiencies in its composition,

31. The main problem, therefore, did not now lie in
the provisions of the Charter or in the membership
of the Council, It lay inthe Council's methods of work,
According to the Charter, the Councilwas responsible
for the formulation of general economic and social
policy and also for co-ordination. In both the Council
had failed to live up to expectations, partly because
its membership had not reflected the various currents
of opinion in the international community and partly, as
Mr. Viaud had pointed out, because it had become
hogged down in detail. The Council had delegated co-
ordination to the Administrative Committee on Co~
ordination, but that body suffered from certainbuilt-in
weaknesses. It was a consultative rather than a co-
ordinating committee and it reached its decisions
only on the basis of general compromises. As long
as the Council was satisfied with that kind of co-or-
dination, it could never fulfil its functions under the
Charter., If it was to exert greater influence and
power in the field of co~ordination, it must tighten up
its co~ordinating machinery, There was nothingwrong
with compromise but in the economic and social field
it could be carried too far,

32, In order to strengthen its role asa policy-maker,
the Counciliicast concentrate on certain basic problems
and not dissipate its energies on matters which could he
far better handled by smaller bodies, To formulate
policy, it must have all the necessary factsat its dis-
posal and a clear order of priority drawn up in the
light of budgetary limitations., At the moment, there
was no adequate machinery for helping the Council
achieve that objective. In short, the Council must over-
haul its present co-ordinating machinery and develop
new machinery for its policy-making role,

23, Mr. WILLIAMS (United States of America) said
that there was already a considerable measure of
agreement in the Council on the question of reappraisal.
That realization showed that the Council was deter-
mined to reflect the world's changing needs. Change
was the only alternative to stagnation,

34. It was therefore surprising that some members
seemed to be reluctant to begin the reappraisal. They
should remember that the Council was only starting
a lengthy discussion of the subject and not reaching
any firm conclusions at the present stage. The pro-
vision of assistance to millions in the developing
countries who were grappling with hunger, illiteracy
and disease lay at the very heart of the Council's
functions. It was for that reason that the Secretary-
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General had suggested at the thirty-seventh session
{1320th meeting) that the time was ripe for a review,

"The task could not be done easily or quickly. Lengthy

preparation would be required. In 1954, Governments
had submitted their views on the reappraisal and a
similar approach might be adopted in the present case.
He was not making any formal proposzl to that effect
but stressed that new ideas should be sought from all
possible sources.

35. J* had been often charged that the composition of

" the Council was outdated and failed to reflect the

present membership of the General Assembly, But
recognition of that fact had already led to the election
of nine additional members of the sessional commit-
tees who were participating fully in the discussions.
It was unimaginative to suggest that the Council should
await national parliamentary action on :the Charter
amendment before it began its own reappraisal, By
taking up that question, the Council would not be pre-
judging any issues because it was not going to take a
vote for the moment and, in any case, the General
Assembly would have a chance to review and discuss
the Council's actions. If would be extremely useful
for the Council to identify the problems involved and
the areas of agreement among its members, if only to
avoid repetition of the same issues inthe General As-
sembly.

36. It was also unrealistic to recommendno acticn by
the Council until the Trade and Developmeni Board had
met in April. There would be noharm in beginning the
discussion at the current session and continuing it at
the summer session in the light of whatthe Board had
decided. Before the thirty-ninth session the Secre-~
tariat might be asked to obtain the comments of the
specialized agencies and of Member States, but inany
case the Council should begin forthwith.,

37. Sir Keith UNWIN (United Kingdom) agreed with
the representative of France that, ir order to solve
its organizational problems, the Council must return
to the Charter. There was *10th1ng wrong with the
Council's functions as defined therein, although it might
be argued that they were not bemg properly carried
out, The Council had moved from the path of discussion
to the path of action, It might be accused of not being
active enough but at least it had changed its approach,
The Council had also been criticized for being small
and unrepresentative, but those faults were being

" remedied; the twenty-seven countries present and

taking part in the current session were already in a

position to discuss the matter, to the extent that it

couid be usefully discussed at the current andeven the
thirty-ninth sessions, No final decision could be
reached during 1965 since the review was a lengthy
and cdomplicated matter. However, a considerable
amount of preparation could and should be done, and
in that respect he sympathized with the Argentine
representative's proposal that the Secretariat could
obtain the views of the specialized agencies and of
Governments as a basis for discussion at the thirty-
ninth session of the Council and at the twentieth
sessjon of the General Assembly. The Permanent
Representative of Iraq had suggested that it was up to
the Council to tackle its own problems, throughits own
methods and procedures. By 1966 the Council might be
ready to consider specific proposals for adoption. He
suggested that the report of the current session should
confain a formal request that the Secretariat should
assemble a preliminary bedy of facts and of ideas on
the improvements necessary in the operation of the
Council,

38. Mr, HAJEK (Czechoslovakia) said that the Council
had not fully satisfied expectation.., despite anincrease
in both the quantity and the quality of its work, It was
therefore right that the functions and structure of the
Council and its subordinate organs and its relations
with UNCTAD should be examined, with a view to pro-
viding new impetus. The Council should concentrate
in the future on implementing development gro-
grammes, assisting democratic social reforms and
liquidating the economic and social consequences of
colonialism. Many of the principles contained in the
Final Act of UNCTAD could also be applied to. activi-
ties concerned with such matters as economic and
social planning, development co-operation and scien-
tific progress. In all these activities, the experience
and interests of all regions of the world would have
to be taken into account,

39. In reappraising the Council's social\.\‘)ork, greater
account should be taken of the need for the intensified
development and progress of the developing countries,
in accordance with General Assembly resolution 1916
(XVIII). The experience of both industrialized and de-
veloping countries should be studied with a view to
finding solutions to specific social problems of
literacy, health, education, employment and housing,
Social problems of a more general nature also had a
particular bearing on economic development, Allthose
activities would have to be properly co~-ordinated with
other United Nations organs,

The meeting rose at 6.20 p.m,
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Statement by the President

1. On behalf of the Council, the PRESIDENT con-
gratulated the United States on its latest achievements
in outer space, - .

AGENDA ITEM 7

Review and reappraisal of the Council's role and
functions (conhnued)

2. Mr. S, KHALIL (United Arab Republic) conmdered
that it was too early for any useful discussion of
item 7. On the one hand, the problemwas far too large,
and could not be seriously considered except on the
basis of the voluminous documentation.to be prepared
by the Secretariat, while on the other hand the debate
could not be limited to the mere question of co-ordina-
tion or to the determination of the future relationship
between the Economic andSocial Council and the Trade
and Development Board, It was only logical to wait
until the latter organ had held its first session, Such
was the position of principle of the United Arab
Republic.

3. That being understood, he had some preliminary
remarks to make regarding the points made during the
discussion. Some representatives had expressed the
view that the United Nations Conference on I'rade and
Development (UNCTAD) should be subordinate to the
Economic and Social Council; butwhile it was true that
General Assembly resolution 1995 (XIX) established
UNCTAD as anorgan of the General Assembly and pro-
vided for co-operation between it and the Economic
and Social Council, that did not involve any subordina-
tion; the two organs must evolve side by side, and not
cempete with one another. Moreover, as the repre-
sentative of Canada had pointed out at the 1357th meet~
ing, it would be absurd for the Council to discuss the
t1. le and development needs of the developing coun~
tries when a new and much more broadly-based organ
had been set up for that very purpose. That was yet
another reason not to subordinate UNCTAD to the
Council, since such an act might bring to nothing all
the efforts to achieve greater effectiveness in that
sphere, Finally, the new machinery had not yet been
fully perfected, and its organization, functioning and
arrangements for co-operating with the Council were
yet to be discussed at the next session of both the
Trade and Development Board and the General
Assembly.

4, For those reasons, his delegation considered that
the Council should begin by reviewing its past activi-
ties, with special emphasis on the weak spots, so that
there could be a nseful discussion on how to remedy
them. The General Assembly would then consider the
preliminary reports on the Council's activities, after
which the question of the Council's future role and
functions could be taken up.

5. Mr. BENITES (Ecuador) thought that it would be
useful for the Council to carry out an immediate and
searching evaluation of its activities with a view
to improving its methods of work. The question was
not one of a power struggle between different organs

E/SR.1358
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of the United Nations, but of better utilization of
their capacities in the interest; »f international co-
operation. The United Nations muiit be dynamie, and
must not become thetoolofap "icybased on the main-
tenance of a balance of power. The dynamic interpre-
tation of the Charter had brought about the emancipation
of many peoples which had only a short time previously
been under colonial rule, The paradox was, however,
that considerable differences in degree of economic
development still existed in an increasingly interde-
pendent world, and the decisions taken at the Geneva
Conference represented a step towards a levelling of
those differences. It was for those reasons that Ecuador
gave its fullest support to the Conference and to the
Trade and Development Board, while hoping that the
interdependence of economic and social issues would
remain the legitimate concern of the Economic and
Social Council. The two organs should be mutually
complementary, but the Council's functions should
nevertheless be reviewed so that it could adapt itself
to the new requirements, That task could not be begun
at the current session, however., He too was of the
opinion that the Secretariat must assemble systematic
documentation regarding the suggestions, decisions
and action of the Economic and Social Council, the
Trade and Development Board and the specialized
agencies if the Council was to have an objective basis
for its discussions at its following session.

6. Mr. HIREMATH (India) felt that it was premature
to consider the present agenda item until the Council
had a clearer idea of how the new body would function.
However, the preliminary exchange of views had served
its purpose; there was even some measure of agree-
ment that the Council should be primarily concerned
with co-ordinating activities and defining policies,
without encroaching on the work of the Trade and
Development Board. But those ideas would have to
be debated at length. It was important, at all events,
that the Secretariat should provide the fullest pos-
sible documentation in good time for the Council's
next session.

7. Mr. DJOUDI (Algeria) said that it was his delega-
tion's wish that the two bodies should supplement
rather than compete with each other, As the role of
the Conference would soon be determined, there was
no need fo hurry the discussion. It would doubtless be
useful tohold consultations with the Trade and Develop-
ment Board. Inthe meantime, the exchange of views had
not been without interest and those views would cer-
tainly be taken into account at the Council's next
session,

8. Mr. DE SEYNES (Under-Secretary for Economic
and Social Affairs) said that he was grateful for the
opportunity to put forward certain ideas on behalf
of the Secretary-General, to whose statements at
the thirty-seventh session of the Council (1320th and
1326th meetings) the present discussion was in part
due. Ideas sometimes took a path in the course of a
debate which their originator couldnothave accurately
foreseen. The Secretariat had the impression that as
far as the reappraisal of the Council's role was con-
cerned, they had prematurely crystallized around
certain points which were not essential. The delimita-
tion of functions between the new and the old machinery,

for example, about which some delegations seemed to -

have serious misgivings, represented in the Secretary-
General's opinion only a very small part of the prob-
lem, and by far the easiesttosolve. The functions laid
down for the Conference on Trade and Development
had bern defined very precisely and questions relating
to areas of interest common to the new and the old
machinery, far from leading to conflicts of compe-
tence, ought to be susceptible of solution quite naturally
in the light of experience. At all events, the General
Assembly was the only body indisputably competent
to solve any conflicts. He hoped that the discussion
would have helped to dispel the idea in the minds of
some delegations that there was a question of rivalry
between two sets of organizations, an idea which had
certainly not been in the Secretary-General's mind
when he had made his proposals to the Council at the
thirty-seventh session, '

9. Yet another impression emerged from the debate,
showing that it would be better not to let ideas
crystallize prematurely. Some statements had implied
that the Council was engaged in working out an over~
all plan to give it a new lease on life so that it could
carry out its task more effectively than in the past.
Since the situation was different for each of the
Council's main functions, the Secretariat considered
that it would be better to examine those functions one
by one, in order to see why the Council had not been
able, in eachparticular case, to discharge its responsi-
bilities under the Charter and what should be done to
enable it to do so. The Soviet Union representative had
mentioned a number of economic and social fields of
vital importance which, although within the purview of
the Council, had perhaps not always received suffi-
cient attention. The situation in each of those fields and
the remedies to be adopted should be considered not
only in a big general debate on structure and organiza-
tion, but also, and even more thoroughly, when prob-
lems of substancewere examined. The debate on struc-
ture and organization, although necessary, shouldnot,
therefore, reach a conclusion until the discussion of
specific problems had made it possible to determine
for each particular field what progress should be made,
what methods should be adopted and what machinery
should be established or improved. The answers
might differ according to the subject.

10. At the 1357th meeting the representative of Iraq
had spoken of the Council's function of formulating
economic and social policies andhad stressed theneed
for the Council to ensure that it had the benefit of all
the expertise it needed for that difficult task. Per-
sonally, he thought that thatwas the key to the problem
and that although the power of policy decision in the
strict sense restedinthe last analysis with the General
Assembly, the Council could play a leading role for the
Assembly by acting as what was sometimes called a
"meditation room", provided that in each particular
field it had available to it the expertise necessary to
distinguish itself by the quality of its views and re-
ports. The problem differed according to the field.
When  the technical expertise had already been or-
ganized and analysed by a specialized agency, the
work of that agency had to be placed in the more
general context of the Council in order to determine
more precisely how it would fit into a general policy
of world development, That was a problem which the
Economic and Social Council had never completely
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solved, In other fields, in which expertise was as-
sembled by functional, i.e., expert, commissions, it
would be necessary for the Council to scrutinize the
reports of those commissions more carefully and not
confine itself to taking note of them and for it to con-
sider how to improve the perforn ance of each com-
mission, if necessary,
performance of the Council itself and of the system
centred on it., There were yet other fields, some of
which were apparently arousing increasing interest,
where the mobilization of expertise had not yet been
organized but where it would be possible to discover
methods of doing so by studying the actual problems
involved.

11. In conclusion, he considered that if the opinion
he had just expressed met with the Council's approval,
the process of reviewing the role and functions of that
body should continue over a fairly longperiod of time,
in eachofits subsidiary bodies, duringtheir considera-
tion of each agenda item, and not exclusively in a
general debate on organization and structure, When the
Secretary-General had made his statement at the
thirty-seventh session of the Council, he had wished to
imbue the Council with a "spirit of reform" which
would inspire it in each of its.actions and in each of
its organs in the years to come, rather than to invite
it to conduct a major debate within a limited period,
Nevertheless, the Secretariat was, of course, at the
Council's disposal to prepare whatever documenta-
tion it might deem necessary.

12. Mrs. WRIGHT (Denmark) asked that the state-
ment by the Under-Secretary for Economic and
Social Affairs should be issued in extenso.

It was so decided.—lf

13. Mr. ARKADYEV (Union of SovietSocialist Repub~
lics) state that the USSR delegation had never thought
that there could be any question of rivalry between
the Council and the United Nations Conference on
Trade and Development, if only because the General
Assembly had very clearly defined the relationship
between the two bodies. He reserved the rightto com-~
ment at the appropriate time on the Council's work
programme in the economic field,

14, Sir Keith UNWIN (United ngdom) thought that it
would be a pity simply to cut short the consideration
of agenda item 7 without any work being accomplished
between the end of the current sessionandthe opening
of the thirty-ninth session. It might be advisable for
the delegations which had formulated definite pro-
posals to propose to the Secretariat a passage relating
to those proposals, to be inserted in the Council's re-
port, and for the Council to request the Secretary-
General to assemble and classify the new elements
that had arisen during the discussions and to consult
with the Governments,

15, Mr. WALDRON-RAMSEY (United Republic of
Tanzania) considered that the summary records of
the meetings gave a sufficiently complete account of
the Council's debates and that it would be contrary
to earlier decisions for the Council to take any
official action on that question before its thirty-ninth

1/ The complete text of the ‘Statement made by Mr. de Seynes was
circulated 'as documenit E/LJ1072,

in order to improve the

session. There was nothing to stop delegations that
wished to do so from consulting directly with the
Secretariat, which could if necessary sound out other
delegations.

16, Mr. QUAO (Ghana) thought on the contrary that
some preparatory work mustbe doneby theSecretariat
if there was to be any useful debate at the thirty-ninth
session, The Council should therefore adopt a text
of some kind presenting the proposals which had
arisen during the current session and should request
the Secretariat to prepare the necessary documents
for the next session.

17. The PRESIDENT suggested that the delegations
which had formulated definite proposals should meet
together informally to prepare a text to be inserted in
the Council's report.

It was so decided,

AGENDA ITEM 8

Question of a meeting of the ad _hoc Working Group
on the Question of a Declaration on International
Economic Co-operation

18. Mr, HASEGANU (Romania) stressed that it was
important to draw up a declaration on the principles
of international economic co-operation. The General
Assembly had been the first to recognize that in its
resolution 1942 (XVIII), The United Nations Conference
on Trade and Development, in its Final Act, Z/pad also
recognized the need for agreement on the principles
of international co-operation and had recommended
continued efforts in that regard, The Council had given
proof of its own interest by establishing the ad hoc
Working Group.

19, The Working Group had been given a very com-
plex task; and to carry out that task successfully, it
had to be representative, The Group had sofar formu~
lated only a very few principles, It would prove con-
siderably more effective if its membership was
sufficiently increased to ensure a better representa-
tion, on a proportional basis, of all the geographic
regions of the world. His delegation considered that
the ressons why the Working Group's session had
been postponed were still valid; nevertheless, it would
not oppose the holding of such a session if the Coungil
so desired. Faithful to the spirit of General Assembly
resolution 1942 (XVIII), his delegation would support
any initiative that would hasten the definition and
adoption of the principles of international economic
co-operation,

20. Mr, BACKES (Austria) considered that the situa~
tion was in no way different from that which had
obtained in August 1964, since the General Assembly
had been unable, at its nineteenth session, to under-
take consideration of the activities of UNCTAD, It
would therefore be logical to postpone consideration
of the question of a meeting of the ad hoc Working
Group until a session of the Council subsequent to
the twentieth session of the General Assembly.

21. Mr. ARKADYEV (Union of Soviet Socialist Repub-

lics) thought that the Romanian representative had

2/ Proceedings of the United Nations Conference on Trade .and
Development, vol. {, Final Act and Report (United Nanons publicar.lon,
Sales No.: 64.11,B.11). v e
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been right to stress the importance of drawing up a
declaration on international co-operation. Neverthe-
less, the work of the ad hoc Working Group was not
new, and the Council had already taken note of it. The
views of the Romanian and Austrian representatives
could therefore be combined: in the course of informal
discussions on that subject, it had been suggestedthat
account should be taken of a new factor, i.e., the
establishment of UNCTAD, In order that the Confer-
ence should not remain unaware of the work already
done by the ad hoc Working Group in that field, the
Council could send to the Trade and Development
Board the Working Group's report containing the
principles on which agreement had already been
reached; there would then be nothing to prevent the
adoption of the Austrian proposal. In that way prac-
tical action would be taken with regard to the prin-
ciples that had already been drafted.

22. Mr., VIAUD (France) observed that the draft
declaration on international economic co-operation
covered a very wide fieid since its principles related
to economic and social policies as well as trade poli-
cies. His delegation had no objection to the idea that
those principles should be referred to the Trade and
Development Board for its consideration. But that
would be useful only in respect of the principles re-
lating to trade, since the other principles did not
come within the purview of UNCTAD, At the same
time, the mere fact that the Economic and Social
Council drew the attention of the Trade and Develop-
ment Board to the principles of trade policy contained
in the draft declaration could in no way be taken to
signify approval of those principles.

23. With regard to the date on which the Council
should refer those principles tothe Trade and Develop~
ment Board, the most favourable time would be when
the Board examined the recommendation of UNCTAD
on the principles of trade policy and its recommenda~
tion on long-term trade agreements.

24, As regards the other principles whichwerebeing
considered by the ad hocWorking Group, the Economic
and Social Council could resume its examination of
them after the twentieth session of the General
Assembly.

25, The PRESIDENT, taking into account the views
that had been expressed, suggested that the Council
should not discuss the question until after the twentieth
session of the General Assembly. In the meantime,
however, and asthe USSR representative had proposed,
the report of the ad hoc Working Group established
under Council resolution 875 (XXXIII) on the question
of adeclaration oninternational economic co-operation
(E/3725) should be transmitted to the Trade and
Development Board.

L]

It was so decided,

AGENDA ITEM 12

. nsideration of the provisional agenda for the thirty-
.iinth session and establishment of dates for opening
debate on items (E /4010, E/4012, E/L.1071)

26, The PRESIDENT asked whether any delegations
had comments to make on the provisional agenda for
the thirty-ninth session contained in the note by the
Secretary-General (E/4010). He recalled that at the

e ey o
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Council's 1355th meeting the United Kingdom repre-
sentative had proposed that the question of water de-
salination should be included as an additional item in
the agenda of the thirty-ninth session,

27. Mr. ARKADYEV (Union of Soviet Socialist Repub-
lics) thought thai the expression "social planning" in
item 18 (b) was not sufficiently precise. He therefore
proposed that it should be replaced by an expression
such as "social programmes and targets", which would
be more in keeping with the wording of operative para-
graph 5 of General Assembly resolution 1916 (XVIII);
the sub-item would then read: "Report on social pro-
grammes and targets for the second hali of the

Development Decade",

28, The PRESIDENT considered that amendment to
be acceptable and said that in the absence of any
formal objection the provisional agenda, as amended
and with the addition of the question of water desalina~-
tion, would be regarded as approved.

It was so decided,

29. The PRESIDENT drew attention to the note by
the Secretary-General on the organization of thework
of the thirty-ninth session (E/L.1071) and invited the
Council to adopt its calendar of work now in order to
enable the Secretariat to go ahead with preparations
for the Council's forthcoming session at Geneva.

30, Mr. PACHACHI (Iraq) requested that item 32en-
titled "Relations with the Organization of Petroleum
Exporting Countries", which was scheduled for dis-
cussion in the fourth week, should be examined by the
Council during the first week and, if possible, im-
mediately after the adoption of the agenda.,

31, Mr, WILLIAMS (United States of America) ex-
pressed the hope that all the necessary documents,
particularly those concerning items to be dealt with
in the first week, would be made available to delega~-
tions well before the start of the thirty-ninth session.

32, Mr, HIREMATH (India) inquired on what date and
in which organ the question of water desalination would
be first taken up.

33. Mr, VIAUD (France) asked whether item 3 entitled
"World economic trends", scheduledtobe examined by
the Council during the second week, would not be
referred, as usual, to the Economic Committee so that
delegations might, if they so desired, prepare and dis-
cuss draft resolutions. Since Iraq had requested that
the question of relations with the Organization of
Petroleum Exporting Countries shouldbeplacedonthe
Council's agenda, the Council might perhaps consider
next the possibility of examining the whole question
of relations with inter-governmental and regional
organizations. He was simply making a suggestion
and not asking for the inclusion of such an item in
the agenda of the thirty-ninth session. Like the United
States representative, he would urge that the docu-
ments needed for the consideration of the various
questions on the agenda should be made available early
so that Governments might have time to study them.,

34, Mr. KITTANI (Secretary of the Council), replying
to the various questions raised, said firstly, thatitem
32 could be taken up during the first week. of the
session. The Secretariat would do everything possible
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to make the documentation available in good time, al-
though difficulties sometimes arose because certain
documents were prepared by outside bodies. The ques-
tion of water desalination would be examined first
by the Economic Committee during the third week, He
stated for the benefit of the French representative
that any agenda item appearing in the document under
consideration could, after a preliminary discussion
in the Council, be referred to one of the Committees
and that item 3 was no exception to that rule,

35. Mr. VIAUD (France) thanked the Secretary for
his statement. However, if the note by the Secretary-
General (E/L.1071) was revised, he would prefer that
the fact that item 3 would be referred to the Economic
Committee should be explicitly mentioned for the in-
formation of the Governments concerned,

36, Mr. ARKADYEV (Union of Soviet Socialist Repub-
lics), referring to paragraph 4 of that note, said that
it would be preferable not to take a decision, at the
current session, on the establishment of a committee
on questions relating to the Special Fund and the Ex~

panded Programme of Technical Assistance, but to
defer consideration of that matter until the thirty-
ninth session,

37. The PRESIDENT suggested that the Council
should approve the time-table contained in document
E/L.1071, with the amendments and additions that had
been proposed.

It was so decided.

AGENDA ITEM 10

Confirmation of members of functional commissions
of the Council (E/4013 and Add.1)

38. The PRESIDENT suggested that the Council
should confirm Mrs. Jeanne Rousseau, the representa~
tive of Mali, and Miss Nancy Kajumbula, the repre-
sentative of Uganda, as members of the Social
Commission.

It was so decided,

The meeting rose at 1.5 p.m,

Litho in U.N.
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AGENDA ITEM 9

Elections (E/4007, E/4008 and Add.1~3, E/4009 and
Add.1 and 2; E/L..1069 and Add.1 and 2)

‘At the invitation of the President, Mr. MacLaren
(Canada), Mr. Cubillos (Chile), Mr. Muraoka (Japan)
and Mt, Neagu (Romaniz) acted as tellers,

FUNCTIONAL COMMISSIONS
Statistical Commission

1, The PRESIDENT invited the Council to elect six
members of the Statistical Commission to serve from
1 January 1966 for a term of four years,

A vote was taken by secret ballot,

Number of ballot papers: 18
Invalid ballots: 0
Number of valid ballots: 18
Required majority: 10

Number of votes obtained:
JaPan 4 v v vttt e v et osna.. 18
Union of Soviet Socialist Republics. . ... 18
United States of America . . v e v v o0 e 17

Canada « v v vttt b et ree e 16
Belgium . ....000etievevennsaans 13
MOTOCCO v v v v e s s oo v vsvnnnsnnass 12
China .. vv vttt ittt nnevnnnnnnen 9
MalaysSif. v cve oo oeoeseenosesese 3

Having obtained the required majority, Belgium,
Canada, Japan, Morocco, the Union of Soviet Socialist
Republics and the United States of America were
elected members of the Statistical Commission,

2. The PRESIDENT invited the Council to elect one
member of the Statistical Commission to serve for
the remainder of the term of Indonesia, which would
expire on 31 December 1967,

A vote was taken by secret ballot,

Number of ballot papers: 18
Invalid ballots: 0
Number of valid ballots: 18
Required majority: 10

Number of votes obtained:

China ® ¢ & ¢ 8 & T 5 5 6 8 8 ¢ s 6 0 e 0 P e o e 9
MalaYSia ® 6 2 8 & & 0 & 4 0 4t 2 a0 5 e 0 s e s 8
Paki Stan e ¢ 3 ¢ ¢ 8 2 " 6 ¢ 2 s 8 0 s e s s s s 1

3. The PRESIDENT announced that, no State having
obtained the required majority, a second vote would be
taken in accordance with rule 68 of the rules of pro-
cedure of the Council,

A vote was taken by secret ballot,

Number of ballot papers: 18
Invalid ballots: 0
Number of valid ballots: 18
Required majority: 10

Number of votes obtained:
China L B DR Y B IR I I IR O I T I I I 10
MalaySia ¢ 8 8 C & 8 0 8 0 > 8 8 ¢ s s O N e e 9 8

Having obtained the required majority, China was
elected a2 member of the Statistical Commission.

E/SR.1359
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Population Commission

4, The PRESIDENT invited the Council to elect six
members of the Population Commission to serve from
1 January 1966 for a term of four years,

A vote was taken by secret ballot,

Number of baliot papers: 18
Invalid ballots: 0
Number of valid ballots: 18
Required majority: 10

Number of votes obtained:
B - o S N 4
Peru . ..ccoeeveecevrnosnanaeeds 17
Union of Soviet Socialist Republics . ... 17
United States of America, . e v oo s o e.. 17
United Kingdom of Great Britain and
NorthernIreland . . .. vveceeeeeoss 1D
CamerooN. « o e s s e s s osvoseoesees 10
Syria .. eeceecocessesssssnaass 10
GrEECL. v o o s s s s s s s s s oannooasos 3

Having obtained the required majority, Japan, Peru,
the Union of Soviet Socialist Republics, the United
Kingdom of Great Britain and Northern Ireland and the
United States of America were elected members of the
Population Commission.

5. The PRESIDENT announced that, since Cameroon
and Syria had received 10 votes each, a further ballot
would.be held, confined to those two States,

A vote was taken by secret ballot.

Number of ballot papers: 18
Invalid ballots: 0
Number of valid ballots: 18
Required majority: 10
Number of votes obtained:
CameYroon. v v e e o e s s v o s s s v no oo 9
) - 9

6. The PRESIDENT announced that, as the result of
the first ballot had been a tie, a second ballot would
be held in accordance with rule 68 of the rules of pro-
cedure,

A vote was taken by secret ballot,

Numbper of ballot papers: 18
Invalid ballots: 0
Number of valid ballots: 18
Required majority: 10

Number of votes obtained:;
Cameroon ® & & @ O & 6 0 6 8 4 & 9 & B & & & 0 8 @ 9
Syria ® & & 0 O § & & © ® & 6 o ® 0 0 9 4 8 B & s 9

7. The PRESIDENT announced that, as the vote had
again resulted in a tie, the election would be decided
by lot in accordance with rule 68 of the rules of pro-
cedure,

Having been drawn by lot, Cameroon was elected a
member of the Population Commission.

Social Commission

8. The PRESIDENT invited the Council toelegis:w:n
members of the Social Commission to serye from
1 January 1966 for a term of three years,

FTNENY T DO S
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A vote was taken by secret ballot,

Number of ballot papers: 18
Invalid ballots: 0
Number of valid ballots: 18
Required majority: 10

Number of votes obtained:
United States of America. ... ..v.... 18
Union of Soviet Socialist Republics , ... 17
Netherlands., ...... D £
France.......... B
Israel. . . ceeees 12
Upper Volta, . . . ..., ceesveaes 12
China,....voveeso ce s s ea e

Syria « v e s 0.
Congo (Brazzavﬂle) cee e s e
Mauritania ... coeoeveeeon
SPain ¢t vt vt e e rten e
Chile s s o ivevioveneonaes
Gabon, + v v vt v et o s
United Republic of Tanzania, ..,...

o & & 5 8 0 ¢

-
- . - - .
- -
L 3
- - . -
-
.

®
L]
[
Ll ol R V- N o Yo )

- - - . .
.
L)

Having obtained the required majority, China,
France, Israel, the Netherlands, the Union of Soviet
Socialist Republics, the United States of America and
Upper Volta were elected members of the Social Com-
mission,

9, The PRESIDENT invited the Council to elect one
member of the Social Commission to serve for the
remainder of the term of Indonesia, which would expire
on 31 December 1966,

A vote was taken by secret ballot,

Number of ballot papers: 18
Invalid ballots: 0
Number of valid ballots: 18
Required majority: 10
Number of votes obtained:
Mauritania . ....co0e0eevvvvoecea 11
Congo (Brazzaville) , .....0000 v 5
B 9 - T 5

Spainl‘.lll.l.lo'.l!'....‘ll' 1
Having obtained the required majority, Mauritania
was elected a member of the Social Commission,

Commission on Human Rights

10. The PRESIDENT invited the Council o elect seven
members of the Commission on HumanRights to serve
from 1 January 1966 for a term of three years,

A vote was taken by secret ballot,

Number of ballot papers: ' 18
Invalid ballots: 0
Number of valid ballots: 18
Required majority: , 10

Number of votes obtained:

Argentina . . v v v evesseveeesses 18
Senegal. v v vt it iicieer oo, 18
Ukrainian Soviet Socialist Republic, ... 18
Chile....veovvevenereocenoenas 17
SWedeNe e s e v v s s ovevevoonnneaes 17
New Zealand . . s v v v evcevvonoais 16
United States of America., . ..o vo00'v e 16
Libya. . i i it e st ee. 4
Union of Soviet Socialist Republics . .... 1
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Having obtained the required majority, Argentina, United Arab RepubliC . v e e e e s s esees 16
Chile, New Zealand, Senegal, Sweden, the Ukrainian Federal Republic of Germany........ 13
Soviet Socialist Republic and the Urited States of Iran, « oo s oo coosososesassoscensse 13
America were elected members of the Comwmission Nigeria, . « v o eeveesesnnsdaness 12
on Human Rights, Republic of KOrea, « e s s e s v esoevess 12

MOTOCCO., ¢ v e v eavsenescosancnsne 9

Commission on the Status of Women JamalCa + s o s s v vt v s s oo s senenne 6

11, The PRESIDENT invited the Council to elect ggiﬁ;'_ R ";
seven members of the Commission on the Status of New Zealand « « o v o v v v e

Women for a three-year period beginning 1 January

1966, Having obtained the required majority, the Federal
Republic of Germany, Hungary, Iran, Mexico, Nigeria, -
A vote was taken by secret ballot. the Republic of Korea and the United Arab Reﬁabﬁc
Number of ballot papers: 13 were elected members of the Comr:.  sionon Narcotic
Invalid ballots: . 0 Drugs,
Number of valid ballots: 18
Required majority: ; 10 SPECIAL COMMITTEE ON CO~ORDINATION
Number of votes obtained: 14, The PRESIDENT invited the Council to elect
Chile 4.t ovveeeeonacocsanses 18 eleven members of the Special Commiitee on Co~-
MeXiCO. « o v s v 6 v s s sooeessasoses 18 ordination, in accordance with Council resolution 920
Poland .o e vvvvenrveeensensess 18 (XXXIV), for aterm of office ending 31 December 1965,
gi!“;;:::- L L L L LI i,’; Algeria, Argentina, Austria, Canada, France, Japan,
Honduras . . . . . ... ot rrerertrtt oy Luxembourg, Romania, the Union of Soviet Socialist
Liberia. . . . . ..o itrrenrerrert et ig Republics, the United Kingdom of Great Britain and
Maurita.nia. Tt ‘ et 7 Northern Ireland and the United States of America
Upper Volta' teresree s te st 9 were elected members of the Special Committee on
R O Co-ordination by acclamation,
NOTWAY: ¢« e v e v e s s oseoensoncacas 1
United Republic of Tanzania, . ....... 1 |

- COMMITTEE ON HOUSING, BUILDING AND
Having obtained the required majority, Chile, Fin~ PLANNING

land, France, Honduras, Liberia, Mexico and Poland

of Women. seven members to serve onthe Committee on Housing,
. ' Building and Pianning from 1 January 1966 for a term
12, The PRESIL . ' e Council to elect one of threg years‘ & y orater
member to serve i mmainder of the term of )
Indonesia, which wouu. ; on 31 December 1967, A vote was taken by secret ballot,
A vote was taken by secret ballot, Number of ballot papers: 18
: Invalid ballots: o 0
2’; "‘g‘gzr b:f; IZ?;{Ot papers: lg Number of valid ballots: 18
y ired majority:
Number of valid ballots: 18 Required majority - 10
Required majority: 10 Number of votes obtained:
ColombialIClOO..O.lU'lC'IOIlO 16
Number Of VOtes Obtajned: TurkeY¢ ® ¢ s 0 0 ¢ 0 8 ¢ 9 00 ] LI o s 0 o 16
Japano ® 8 0 @ 0 8 % ¢ 2 % B O 0 8 0 % e 0 s b s e @ 15 United States Of America' t e e s e o s es e 15
Mauritania......'."‘..‘..‘.'. 3 Japan-nooucoo-ooaan CIEE I N B B ) 14
Having obtained the required majority, Japan was Czechoslovakia ,............. 000, 13
elected a member of the Commission on the Status India . .....00ii0veeernvennenns 13
Of Women. Gabono L A A ] e s 0 o 0 0 ¢ n LR Y 11
: Nigeria.l‘l...ll"..‘l.‘.. . 0 ¢ 9 8
Commission on Narcotic Drugs Sudan. . o s s v s e e st crrsseress 6
13. The PRESIDENT invited the Council to elect seven SYEld L. eeeeaailieiiiiee e B
members of the Commission on Narcotic Drugs, in ﬁﬁ;{ties 5&}1{1 é .ui)l.i c of "i‘a;n.z;u;i;.. et g
accordance with Council resolution 845 II (XXXII), for a Camoroon et 3
th — ® 8 & ¢ 8 ¢ 0 5 & % ¥ O P B S P E S E P OO
ree~-year term beginning 1 January 1966, Guatemala, .« . v v e e e
A vote was taken by secret ballot, : Iran, s o e s s eevesneesevssossores 1
Numbercfba]]otpapefs,‘ . 18 Spaln-no.coanoccouoloc-oli'ooegn 1
Invalid ballots: 0 Having obtained the required majority, Colombia,
Number of valid ballots: 18 Czechoslovakia, Gabon, India, Japan, Turkey and the
Required majority: 10 United States of America were elected members of
Number of votes obtained: the Committee on Housing, Building and Planning, -
Hungary ¢« « o v v e v o covensoosssees 17T 16, The PRESIDENT invited the Council to elect one
MeXiCO, o v v v vvnsnovswsooenoeqgs 17 member to serve on the Committee on Housing,
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Building and Planning for the remainder of the term
of Indonesia, which would expire on 31 December 1966,

A vote was taken by secret ballot,

Number of ballot papers: 18
Invalid ballots: 0
Number of valid ballots: 18
Required majority: 10
Number of votes obtained:
Pakistan. . . . v v veeeeveveenonose. 13
United Republic of Tanzama ceereses B
Nigerla....................... 1
S - O |

Having obtained the required majority, Pakistan was
elected a member of the Committee cn Housing,
Building and Planning.

GOVERNING COUNCIL OF THE SPECIAL FUND

17, The PRESIDENT invited the Council to elect four
members from the more developed countries to serve
on the Governing Council of the Special Fund for a
term of office to begin immediately and end on 31 De-
cember 1967,

Denmark,- France, the United Kingdom of Great
Britain and Northern Ireland and the United States of
America were elected members of the Governing
Council of the Special Fund by acclamation.

18, The PRESIDENT invited the Council to elect four
members from the less developed countries to serve
on the Governing Council of the Special Fund for a
term of office to begin immediately and end on 31 De-
cember 1967,

A vote was taken by secret ballot,

Number of ballot papers: 18
Invalid ballots: 0
Number of valid ballots: 18
Required majority: 10

Number of votes obtained:

Brazil . . cevvevececsoesnenoecs 16
Venezuela., . o v v v v e e evevossseases 14
India . .00 evevveveceosoosessses 12
s T O X1

Cameroon O 2 8 9 ¢ 0 0 2 0 ¢ @ s 0 0 s s ¥ & 5 0 0 9
China @ ¢ 8 6 9 ¢ & 2 5 8 6 ¥ 0 ¢ 0 5 8t & & 8 s 0 s @ 7
Tuni Sia. nnnnnn e« & 0 o 0 2 & 0 0 " B o s s . e o 1

Having obtained the required majority, Brazil, India,
Iraq and Venezuela were elected members of the
Governing Council of the Special Fund.

19, The PRESIDENT invited the Council to electfour
members from the more developed countries to serve
on the Governing Council of the Special Fund from
1 January 1966 for a term of three years,

Canada, Japan, Sweden and the Union of Soviet
Socialist Republics were elected members of the
Governing Council of the Special Fund by acclamation.

20. The PRESIDENT invited the Council to elect four
members from the less developed countries to sexrve
on the Governing Council of the Special Fund from
1 January 1966 for a term of three years,

r«)*‘ W&W‘ S‘” %Mmmmﬁ‘vww TRl v,r e e e
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A vote was taken by secret baIIot 4
Number of ballot papers: 18

Invalid ballots: 0
Number of valid ballots: 18
Required majority: 10

Number of votes obtained:

Tunisia, « o o o e s vevovnsevssoeeses 18
Peru ,.i it eernsnscssasaes 17
Poland . ...ceveveeereoesneenes 17
GreeCL. s o v s v vt esvovassssseess 14
China., .. i v eeveseeoeescacecacs 5
Philippines . . . i vttt v e e teane 1

Having obtained the required majority, Greece, Peru,
Poland and Tunisia were elected members of the
Governing Council of the Special Fund.,

EXECUTIVE BOARD OF THE UNITED NATIONS
CHILDREN'S FUND

21, The PRESIDENT invited the Council to elect ten
members of the Executive Board of the United Nations
Children's Fund to serve from 1 February 1966 for a
term of three years.

A vote was taken by secret ballot,

Number of ballot papers: 18
Invalid ballots: 0
Number of valid ballots: 18
Required majority: 10

Number of votes obtained: ‘
Australia . ..¢v0vvvveeecosescss 16
Peru .. .vevveevecescsonssnasas 16
Sweden, s « v e e cseeeseacscsesecess 16
Switzerland., . v o s v e v everveesees 16
TUrkeyY ..o o eveeeeeoacssoesocans 16
United Kingdom of Great Britain and
Northern Ireland 15
Ethiopia . o oeveeeeevineenesess 14
Bulgaria, .. .. os0veeeoeeveseees 13
Philippines . . « v v et e veeceeenesss 12
Senegal, . v v v ittt s 12
£ e N |
Nigeria, « o o v v vt v v v s v ocosonnaas 9
L 42 X 8

Having obtained the required majority, Australia,
Bulgaria, Ethiopia, Peru, the Philippines, Senegal,
Sweden, Switzerland, Turkey and the United Kingdom
of Great Britain and Northern Ireland were elected
members of the Executive Board of the United Nations
Children's Fund,

AD HOC WORKING GROUP ON SOCIAL WELFARE

22, The PRESIDENT invited the Council to elect one
member of the ad hoc Working Group on Social Welfare
to replace Indonesia,

A vole was taken by secret ballot.

Number of ballot papers: 18
Invalid ballots: 0
Number of valid ballots: 18
Eequired majority: 10
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Number of votes obtained:

1 2 Y 6
Malaysiad, . v v o vttt e v e e v aveoses 4
Mauritania . ... v v oo v o v oo v o venos 4
Uruguay . o o ¢ ¢ o o oo s e e v v ovonencas 3
Honduras .. oo o v e v e vvvenevensos 1

23, The PRESIDENT said that, as no country had
obtained the required majority, a special ballot would
be held, confined to Malaysia and Mauritania, for the
purpose of reducing the number of candidates to two,
in accordance with rule 68 of the rules of procedure,

A vote was taken by secret ballot,

Number of ballot papers: 18
Invalid ballots: 0
Number of valid ballots: 18
Required majority: 10

Number of votes obtained:
MalaySial e & 9 & 5 ¢ © 4 0 9 P & 0 8 B O e " 0 e 0 10
Mauritania o 8 9 ® & 0 3 0 0 @ 0 & 8 @ 6 8 & o 9 0 8

24, The PRESIDENT announced that a further hallot,
confined to Irag and Malaysia, would now be held, in
accordance with rule 68 of the rules of procedure,

A vote was taken by secret ballot,

Number of ballot papers: - 18
Invalid ballots: o 0
Number of valid ballots: 18
Required majority: 10

Number of votes obtained;
Iraq'l’....l.'lcOl.l..‘..'.ll 9
Malaysia, s v e o vt e et vt eoaceean 9

25, The PRESIDENT said that he had been informed
that Iraqg would withdraw its candidature. As only one
candidate therefore remained, he suggested that the
Council should elect that candidate by acclamation,

Malaysia was elected a member of the ad hoc Work=-
ing Group on Social Welfare by acclamation,

The meeting rose at 6,15 p.m.

Litho in U.N,

10405~May 1965~2,000
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AGENDA ITEM 3

Report of the International Monetary Fund (E/4003
and Add.1)

1. The PRESIDENT welcomed the Managing Director
~ of the Internatiot.al Monetary Fund (IMF) and invited
- him to take a seat at the Council table.

2, Mr. SCHWEITZER (Managing Director of the Inter-
- national Monetary Fund), presenting the annual report
- of the Fund,! said that, convinced as he was of the
. importance of maintaining and strengthening inter-
- hational co-operation in the economic and social field,

he welcomed the establishment of the United Nations

4/ International Mouetary Fund, Annual Report of the Executive Di-
rectors for the Fiscal Year ended April 30, 1964 (Washington, D.C.),
and supplementary information for the period from 1 May 1964 to
31 January 1965. Transmitted to the Economic and Social Council by

i hotes of the Secretary-General (E/4003 and Add.1).

Conference on Trade and Development (UNCTAD) as
an organ of the General Assembly. He was confident
that there would be close collaboration between the
Fund and the Trade and Development Board,

3. In December 1963 he had told the Council (1311th
meeting) about favourable developments in the world
payments situation. First, the United States had been
meeting with encouraging success in its efforts to
narrow the deficit inits balance of payments; secondly, .
for the first time for several years there had been a
strong and general rise in the prices of primary com-
modities, The world as a whole had been experiencing
an unusually high rate of growth in output ana trade.
Since that time, progress had continued but had not
been uniformly satisfactory. A number of industrial
countries had found that their high rate of economic
expansion was threatening internal financial stability
and in some cases their balance of payments as well,
In the course of 1964 almost all the principal countries
of Europe, as also Japan, had introduced measures
to curb inflation. Thus, although a climate of pros-
perity, accompanied by generally good markets for
primary products, had on the whole been maintained
throughout 1964, the expansionary forces had lost
some of their momentum by the end of the year,

4., Several industrial countries had indeed encoun-
tered difficulties with their balance of payments, par-
ticularly Italy and the United Kingdom. At the same
time, although the United States had achieved notable
improvements in certain elements of its international
payments situation in 1964, its over-all deficit for
the year had not been markedly lower thaa that re-
corded in 1963. The current account surplus had
grown considerably, but had been largely offset by a
sharp increase in the outflow of private United States
capital, chiefly in the form of bank loans and short-
term commercial credits, That outfiow had been in-
fluenced by a number of factors, among them the
continued attractiveness of investment opportunities
in Europe and Japan and the differing credit and in-
terest rate policies pursued in Europe and North
America. In Europe, both short-term and long-term
interest rates had risen strongly during the year and
there had been a general tightening of credit policies.
In the United States, on the other hand, long-term
interest rates had remained virtually stable in 1964,
while short-term rates had risen only moderately
towards the end of the year. As a result of the new
financial measures recently anncunced by the United
States, there was « prospecs$ that its over-all deficit
might in the near future be substantially reduced. In
1964 most countries of the European Common Market
area had applied policies designedto curtail excessive
pressure of demand; as a result there had heen a
slow-down in the rate of growth for the areca as a
whole and some strengthening of the area's balance
of pr ments position on current as well as on capital

E/SR.1360
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account. The remarkable turn-about within a few
months in Italy, from a severe exchange crisis to a
substantial over-all surplus in its payments, was
worthy of mention. The growth of the Italian economy
had, however, been severely checked and the authori-
ties were now engaged in its reactivation, There were
also signs of relaxaticn of restraint in Japan, where
an impressive increase in exports had brought the
current balance of payments nearer to equilibrium,

5. The continued expansion of econormic activity in
the industrial nations had again led to a considerable
increase in both the volume and the value of world
trade. During the period from September 1963 to
September 1964, the value of trade had risen by about
13 per cent over the level of the previous twelve-
month p¢‘od. The demand for most primary products
had remained strong throughout 1964 and their prices
had been, on average, about 5 per cent higher than in
1963. As a result, the rise in the value of exports of
primary products had kept pace with the expansion
of world trade.

6. That was why the developing countries as a whole
had been able to add to their exchange reserves
throughout 1963 and well in 1964, although towards
the end of 1964 those reserves had ceased to grow
and in many countries had begun to decline.

7. At the beginning of 1965 the situation had become
more difficult, Developments would depend in large
part on whether the efforts of some major industrial
countries to stabilize costs and prices could be offset
by the expansionary influence expected in others,
chiefly Italy, Japan, Canada and the United States. It
was to be welcomed that the steps taken by the United
States to improve its own balance of payments and
reduce the outflow of capital had been designedto have
no adverse effect on the world economy as a whole,
The balance of payments of the primary-producing
countries might be less favourable in 1965 than in
1964 because of the decline in the demandfor primary
commodities and the rise in imports of those countries.

8. The difficult payments position of the United King-
dom and the continued deficit in the United Statvs had
evidently, early in 1965, been increasing the strains
in the international monetary system, It was important
that surplus countries shouldfollow policies that would
permit the expansion of the vrorld economy to cqntinue.

9. Turning to the Fund's operations, he said that the
main feature in 1964 had been the large financial
assistance that the Fund had given {o indus' rial nations,
Total drawings from the Fund during the year had
risen to nearly $1i,950 million—more than double the
amount provided by the Fundin 1962 and 1963 together.
That figure had been principally accounted for by
drawings made by three industrial members—Italy,
the United Kingdom and the United States—totalling
$1,750 million. By contrast, repayments made to the
Fund in 1964 by the developing countries had exceeded
their new drawings, which had been the smallest for
five years. In the early months of 1965, however, their
drawings had risen substantially and several new
stand-by arrangements had been made. Indeed, since
1 January the Fund ..ad entered into stand-by arrange-
ments with nine non-industrial countries for a total of
almost $450 miilion, including one of $200 million for
India.

10. The drawings made by Italy and the United
States had not extended beyond the gold tranche and
had been the first use those countries had made of
the Fund's resources. The Italian drawing, made in
March 1964 for an amount equivalent to $225 million,
had been supplemented by $1,000 million in credit
facilities negotiated abroad by the Italian autherities.
The dramatic recovery in Italy's reserves had per-
mitted the repayment of its outstanding drawings from
the Fund in September., During the year, the United
States had made drawings to a total of $600 million
under stand-by arrangements, Those drawings had
marked the end of a long period, extending over most
of the post-war years, in which the United States had
been the main provider of financial assistance to
other members through the Fund. Up to the beginning
of 1964, more than $4,300 million had been drawn from
the Fund in dollars, but in recent years European
currencies had progressively replaced the dollar in
Fund drawings., Even so, United States dollars con-~
tinued to be drawn from the Fund, and during the
period in which the United States had drawn other
currencies to the value of $600 million, 300 million
United States dollars had been drawn by other coun-
tries. The outstanding drawings by the United States
therefore amounted to $300 million only.

11, The largest single transa€tion in 1964 had been
a drawing of $1,000 million made by the United King-
dom under a stand-by arrangement approved by the
Fund in August 1964. The United Kingdom payments
position had deteriorated during the summer, so that
full use of the drawings available under the stand-by
arrangement had become necessary by November., By
then, short-term capital movements had created a
need for the support of special short-term credit
facilities, provided to the extent of $3,000 million by
eleven industrial nations and the Bank for Inter-
national Settlements.

12, To meet the United Kingdom request for a draw-
ing, the Fund had sold $250 million of its gold hold-
ings, borrowed $405 million in currencies from eight
participants in the General Arrangements to Borrow,
and provided the remaining $345 million from its
currency holdings. In all, the United Kingdom drawing
had been made up of eleven currencies, a fact that
was in itself an example of co-operation among Fund
members. That was the first occasion on which the

-Fund had used the resources available to it under the

General Arrangements to Borrow agreed to in 1962.
The transaction had demonstrated the practical value
of the Arrangements and had shown that the Fund's
members were determined to defend the stability of
the international monetary system.

13. In March 1964 the Fund had set up a stand-by
arrangement for Japan, No drawings had been made
under the stand-by and it had not been renewed. He
noted with pleasure the vitality of the Japanese econ-
omy and he paid atribute to the efficient and courteous
manner in-which the Japanese Government had acted
as host to the Fund's annual meeting held in Tokyo
in September 1964,

14. He had dwelt at some length on the position of
the Fund's industrial members because they accounted
for more than 70 per cent of the world's imports and
were, of course, the chief markets for the goods sold
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. by the developing countries. The best service that the
developed countries could render to the developing
countries was to assure them of access to growing
markets. The economic growth of the developing
countries was in itself a cardinal feature of a healthy
world economy. It was that concept of world econumic
interdependence that formed the philosophical basis of
UNCTAD. »

15. As in previous years, a large part of the Fund's
work in 1964 had been concerned with the developing
countries, which far outnumbered the industrial mem-
bers of the Fund and which made the greafest use of
its consultative and technical services. In the pastten
years, outstanding drawings of the developing coun-
tries had steadily risen; at the end of 1964 they had
been nearly $1,300 million, about seven times greater
than in 1955. In 1964, nineteen developing countries
had used the Fund's financial resources, and sixteen
of the nineteen stand-by arrangements that the Fund
had been maintaining for members at the end of the
year had been for developing countries. The newest
area of expansion of the Fund's activities in recent
years had been Africa.

16, There were two questions of special concern in
connexion with the developing countries, First, several
of them had difficulties in meeting heavy repayments
and servicing foreign debts., Those debts reflected in
large part short-term credits made available by the
industrial nations. Several developing countries which
had placed undue reliance on short and medium-~term
external credit had reached a position where the in-
cidence of repayments and interest payments would
soon. place a disproportionate burden on their foreign
earnings. That discouraged foreign investment and
jeopardized their economic growth, Suppliers'credits
had an appropriate place, but they should not be used
indiscriminately to finance longer-term development
projects, The Fund had participated in several inter-
governmental conferences called to arrange the re-
financing of such debts. The real need, however, was
for both debtor and creditor countries to exercise
proper restraint to prevent the build-up of excessive
indebtedness.

17. The second problem was inflation; it was now
generally accepted that inflation could bringno lasting
benefit to the cause of economic development. Never-
theless, measures to preserve stability, or ‘o eradi-
cate existing inflation, demanded of Governments con-
siderable determination to withstand strong political,
social and economic pressures, Those pressures had
been accentuated by the very progress already
achieved, which had made the peoples more impatient
to raise their level of living, Commends’le as that
progress was, there must be effective resistance to
inflationary pressures, or financial imbalance would
become progressively worse,

18. The emergence of many newly independent coun~
tries had increased the need for technical assistance
in the fields of central banking and monetary control.
The new Central Banking Service, established by the
Fund in 1964, was actively engaged in advising on
- several central bank proposals and in the adminis~-
tration of a number of institutions, for which it was
also providing executive staff. The Fiscal Affairs
Department -was already functioning and provided

assistance on all aspects of taxation, tax policy and
budgetary control. The Fund also proposed to estab-
lish a panel of fiscal experts on whom it could draw
for periods such as a year, at the request of member
countries. The Fund had been fortunate in kaving the
benefit of helpful working relations between the Fiscal
Affairs Department and the United Nations and pro-
vided technical assistance to the Democratic Republic
of the Congo in collaboration with the United Natiuns.

19. In addition, the Fund had established the IMF
Institute in May to be responsible for all of its train-
ing activities. In 1964, the Institute had organized
two special courses, conducted in French, for high
officials from seventeen French-speaking countries
in Africa and South-East Asia. The Institute had re-
cently begun its first regular four-and-a-~half months'
course. Courses in French and English would be a
regular feature of the training programme, which
would cover financial analysis and national and inter-
national monetary and financial policy.

20. The Fund had also expanded its publications,
notably by the introduction of a quarterly, The Fund
and Bank Review: Finance and Development, which
was available in English, French and Spanish. In addi~
tion, at the request of the United Nations, the Fund
and the International Bank for Reconstruction and
Development (IBRD) had assumed full responsibility
for the publication entitled Direction of Trade.

21. Since 1947, fifty~sixcountries hadusedthe Fund's
financial resources, and total drawings amounted to
over $9,000 million. About 60 per cent of that total
had been drawn by industrial countries and the balance
by nearly forty developing countries in all parts of
the world. The Governors of the Fund were consider-
ing the proposals submitted to them by the Executive
Directors for a general increase of 25 per cent in
members' quotas, together with larger increases for
sixteen countries whose quotas were considered to
be out of line as a result of their recent economic
development, If all proposed increases became effec-
tive, total quotas would rise from the current level of
about $16,000 million to about $21,000 million. That
would be a substantial strengthening of the Fund's
resources and would increase its ability to meet re-
quests from its members. Quota increases were nor-
mally payable 25 per cent in gold and the balance in
the national currencies of the members concerned.
That principle had been upheld, but the Executive
Directors bad decided on the adoption of procedures
to mitigate the impact which the additional gold pay-
ments might have on the reserve positions of individual
members., He hoped that members with not less than
two-~thirds of totai quotas in the Fund would be able
to complete the necessary legislative procedures in
time to permit the quota increases to become effective
later in 1565. 3 '

22, The increase in quotas was only one step in the
continuous evolution of the international monetary
system. The additional resources thus available to
the Fund could help members in their efforts to
correct temporary balance~of-payments disequilibria
without resort to measures destructive of national or
international prosperity. In addition to conditional
liquidity, there was another important type of liquidity,
namely, reserves which countries had at their dis-
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~posal. Would they be adequate in the future? The
- balance-of-payments deficits of the United States and,
-to a lesser extent, the United Kingdom had been the
source of large additions to the monetary reserves
of other countries. If those deficits were to be sub-
stantially reduced, the provision of other types of
reserves, though still a long-term need, would become
more pressing. The study of international liquidity
had been in progress in the Fund and elsewhere, but
there was a considerable diversity of views on the
subject and simple or early answers were not to be
expected. No satisfactory outcome was possible which
did not recognize that the supply of reserves must be
a matter of conscious international decision, and that
the procedures through which the growth of world
reserves was controlled and influenced must take into
account the interests of countries at all stages of eco-
nomic development. The recent practical examples of
international financial co-operation were gratifying
indications that the present international monetary
system was capable of orderly evolution.

23. Mr. VIAUD (France) congratulated the Managing
Director on his efforts to expand and diversify the
activities of the International Monetary Fund. During
the past financial year, the Fund had increased its
financial assistance to member States experiencing
balance-of-payments difficulties and its technical
assistance, especially to the developin3countries, and
it had collaborated in studies on the operation of the
international monetary system.

24, Financial assistance had been of particular bene-
fit to the developing countries in enabling themto deal
with the vicissitudes of their balance of payments, but
it was interesting to note that those countries' repay-
ments in 1964 had exceeded their drawings. The reason
for that situation was probably the rise in world prices
of raw materials, which had also made it possible to
limit the extent to which countries resorted to com-
pensatory financing. Such financing was nevertheless
extremely useful, because the rise was not irrever-
sible, Actually the problem of markets for the develop-
ing countries could be solved only by an international
regulation of trade which would guarantee thcse coun-
tries stable and remunerative prices for their raw
materials and preferences for their manufactures,

25. He stressed the role of France and the Europesn
Economic Community in enabling the Fund {o meet the
requests for drawings submitted to it. Since 1959, the
Fund had used francs in an amount roughly equivalent
to $850 million, The net amount of drawings made by
third countries in Common Maiket currencies hadex-
ceeded $2,000 million. The Fund had thought it ad-
visable to reconstitute its assets in those countries'’
currencies, of which its holdwmgs at the end of 1964
had amounted to over $1,900 million, Those figures
showed that the Community had become the main
source on whick the Fund could henceforth draw to
meet members' needs.

26, As regards technical assistance, he drew atten-
tion to the enlightened opinions and useful recommen-
dations of the Fund and to the very real services
rendered by the expert missions andthe IMF Institute.
He welcomed the establishment of the twentieth execu~

tive director post, which enlarged the participation of
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the African States in the Executive Board and gave it
a more balanced’geogr‘aphical representation. '

27, Although the French Government had accepted
the principle of increased quotas atthe annual meeting
held in Tokyo in September 1964, it had not approved
the procedures., The special measures subsequently
contemplated to mitigate the impact on the reserve
currency countries of the payment in gold of one
quarter of the quota increases had not in its opinion
been justified, given the practice so far followed by
the Fund with regard to the rules governing the way
in which quotas must be paid.

28. The improvement of the world monetary system
was a difficult problem which necessarily gave rise
to divergent opinions, even though the ultimate objec~
tive was shared by all. France, for its part, had advo~
cated more strict observance of the law as regards
the way in which the main industrial countries settled
their reciprocal deficits and balance~of-payments
surpiuses; it was still convinced that far-reaching
reforms of the world monetary machinery would serve
the interests of the industrial and the developing
countries alike, If the existing defects were to lead to
a major economic disorder, the latter, whose econ-
omies were still fragile, would, in all likelihood, suffer
more.

29. Mr. HIREMATH (India) thought that the recom-
mendation on quotas was timely and demonstrated the
unanimity of views on the need to increase inter-
national liquidity and, for that purpose, the re-
sources c<f the International Monetary Tund, Would
those resources suffice to meet legitimate requ~sts?
No definite answer could be given, but the developing
countries could hardly do otherwise than ask the Fund
to help them to solve their unforeseen difficulties,
and the strengthening of the Fund was therefore highly
important for them. He welcomed the adoptica of
procedures for mitigating the impact of gold pay-
ments; the possibility of making special drawings
whereby those payments could be spread over five
years would be much appreciated by thke developing
countries. The procedure for mitigating the secondary
effects of gr'd payments ‘On the reserve currency
counfries & - 1ed to be a wise compromise.

30. The increase in quotas was, however, only one
step towards the establishment of an orderiy inter-
national monetary system. The fact that the drawings
of three industrial countries had exceeded twice the
total drawings of all countries during the previous
two years—to which the stand-by assistance given to
the United Kingdom by some central banks and certain
countries should be added—showed how essential was
greater international co-operation and how justified
were continuing studiss in that field.

3l. Two trends emerged from the probable develop-
ment of world trade and international payments. On
the one hand, in view of the gradual reduction in the
United Sfates balance-of-payments deficit, other
means of increasing international liquidity wouldhave
to be found; previously the dollars held in reserve by
many countries had been available. Consultations would
have to be held for that purpose. On the other hand,
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recent trade and payments experience emphasized
the need to ensure that inorder to solve their balance-
of-payments difficulties the developed countries did
- not impose recession conditions on the developing
countries.

32. Mr. Schweitzer had heen pessimistic about the
world demand for products from the developing coun-
tries in 1965, Half-way through the United Nations
Development Decade, the annual rate of economic
growth had reached only half the expected figure. A
further decline in world dernand wouldfurther hamper
the efforts of the developing countries to accelerate
their development. It would be unfortunate if in the
attempt to solve their own difficulties the developed
countries were to adopt policies which would bring
about a sharp drop in demand for products from the
developing countries, The structural changes which
the latter were carrying out required large imports
of capital; that was a sufficiently distressing problem
of itself and there was no need to add to it the risk
of cyclical changes in the world demand for primary
commodities and the drop in expected exportearnings
which they would cause. The compensatory financinug
arrangements which had made it possible toliberalize
drawing conditions for the grimary exporting coun-
tries whose earnings had suddenly declined were un-
questionably valuable but they could only be regarded
as a palliative, The real solution lay inpreventing the
problem from arising and that depended essentially
on the developed countries.

33. He commended the Fund for its efforts, which
had enabled the developing countries to be given
assistance in various new forms that were prized as
highly as direct financial aid. He hoped that all mem-~
bers would give the Fund their full support.

34, Sir Keith UNWIN (United Kingdom) congratulated
Mr. Schweitzer on his penetrating survey which

brought out clearly how widespread was discussion

in the world about improving the international mone-
tary system and increasing the supply of liquidity.
The International Monetary Fund had and should con~
tinme to have an important role inthe handling of those
problems. Its clearly defined functions—which scme
considered too limited-~had made its great success
possible; he referred in that connexion to the transac-
tions of which his own country had been the beneficiary
and emphasized that they had all been short-term
operations, not long-terin assistance. He emphasized
also the importance of the periodic missions of ex-
perts which provided valuable information both for
the Fund and for the countries concerned. The Fund
had shown flexibility in adapting its policies to meet
the changing needs of the world by providing the
stand-by facility, It was right that members should
not be able to use their drawing rights unconditionally:
the Fund must impose coaditions when its funds were
limited—but the stand-by made it possible to draw
substantial sums at very short notice. There was also
the decision goveruing the selection of currencies for
use in Fund transactions: in addition to dollars, a
large number of convertible currencies had beenused
when they were in a strong position internationally,
and by that means the . Fund had contributed to inter-
national monetary stability.

35. Third, there was the decision taken early in
19632/ on the compensatory financing of export fluc-
tuations affecting countries with small resources or
no res.rves. A considerable number of countries had
taken advantage of the provision to apply for increases
in their quotas over the past two years, but only two
countries had applied for drawings in the special so-
called "compensatory finance 'tranche'". That perhaps
meant that the type of export shortfall envisaged had
happily not been widespread in the past two years.

36. There was every indication that the Fund planned
to continue its programme of adapting itself tochang-
ing needs. The Executive Board, for instance, had
recommended increases in quotas to the Governors.
It was essential that the Fund should ensure its own
liquidity and see that its members' drawing rights
moved in step with their growing requirements. It was
therefore impocrtant that countries which were at any
given time in surplus should move in step with those
in deficit. He hoped that all members of the Fund,
particularly those with strong currencies, would feel
able to take up the increases which the Executive
Board had allotted to them,

37. There were those who thought that there was too
much international liquidity, However, increasing
Fund quotas was one way of increasing liquidity which
offered strong safeguards against the risk they feared
since, apart from the gold "tranche", drawing rights
in the Fund were conditional and the Fund was able to
set its own conditions. While the quota incrcase should
ensure a reinforcement for the time being in the
supply of conditional liquidity in the world, the debate
continued whether some means should bhe devised of
increasing the supply of owned reserves. It must be
emphasized that a claim on the Fund was a good asset
in itself; it could arise from making currency avail-
able to the Fund. The United Kingdom hoped that the
solution to the liquidity problem would be found within
the framework of the Fund's activities.

38. There had been considerable discussion in the
past two months of a possible return to gold. If that
suggestion meant a return to something like the pre-
1931 standard, it was difficult to escape the view that
it would lead in the wrong direction. The search for a
solution must be pursued with all goodwill and co-
operation. The President of the French Republic had
recently recognized that the Fund was ti.e appropriate
forum for such discussions.

39. An argument not infrequently heard in United
Nations circles was that interuational discussicns of
the liquidity problem were oriented too heavily to-
wards the needs of the developed countries, at the
expense of the developing countries. There was also
a tendency to confuse liquidity and long-term assist-
ance for development, Liquidity was mainly aproblem
of the developed countries, but it was in the interests
of the developing countries as much as any others
that. the problem should be successfully tackled, The
suppiy of liquidity should be adequate to permit the
expansion of international trade, which was one main
condition ..or the development of developing countries.

2/ International Monetary Fund, Annual Report of the Executive Di-
rectors for the Fiscul Year ended April 30, 1963 (Washington, D.C.),
pp. 196-199, :
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The balance-of-payments difficulties of some of the
major capital-exporting countries could not fail to
slow down that expansion. However, that interrelation-
ship between trade and development on the one hand
and international liquidity on the other must not have
the effect of gradually turning the Fund into another
institution for giving aid, The Fund had a well-defined
function to perform and care must be taken not to
diminish its effectiveness by entrusting to it tasks
more effectively performed by others.

40. In conclusion, the Fund had a special contribution
to make, directly as well as indirectly, to the prob-
lems of the developing countries. Those countries
were having their quotas increased and were also
being given the facility of the compensatory finance
"tranche". The Fund's annual report, which was
before the Council, referred to the problem of inter-
national indebtness of which Mr. Schweitzer had also
spoken, The United Kingdom Government hoped that
the Fund would be able to give more attention to that
problem, in consultation with the IBRD, other inter-
national organizations concerned and creditor and
debtor countries alike. He wished to commend the
Fund for the technical assistance it had given in the
fields of central banking and monetary control, its
training facilities and especially the IMF Institute.
He assured Mr., Schweitzer that he could count on the
full co-operation of the United Kingdom in the future.

41, M, PEREZ LOPEZ (Mexico) noted that in 1964
international economic activity had continued to ex-
pand, despite weaknesses in certain areas. The con-
tinued prosperity of the industrial countries hadhelped
to increase the volume of imports from developing
countries and to improve the prices of primary com-
modities. In 1964, too, the increase in international
co-operation at the monetary levei had helped to
correct external disequilibrium and to stabilize foreign
exchange markets. Theproblem of the resources which
should be available to the monetary authorities of the
different countries tc make up the deficits in their
balance-of-payments was still being studied closely.
In that regard, the conclusion had been reached that
the present international monetary system was well
suited to meet the needs of a steady growth in world
trade and international finance, but that it would
nevertheless be advisable to increase international
liquidity to keep pace with the development of world
trade and the increased flow of capital following the
return to currency convertibility, That did not mean
that it was necessary to make any immediate radical
changes in the institutions and machinery of the
present international monetary system, since the
level of international liquidity appeared tobe adequate
for all foreseeable needs.

42, Adequate international liquidity was animportant
condition for the development of economic activity
and world trade, on which depended the increase in
exports of the developing countries which was an es-
sential feature of their economirc: and social progress.
That development was a long-term problem, It was
the responsibility of the International Monetary Fund
to help the developing countries to cover the provi-
sional deficit in their balance of payments by granting
them credits to supplement their own resources and
to prevent their a1dopting hasty measures which might

harm their economy. Since its establishment, the Fund
had been an important source of aid for those coun-
tries, their drawings having amounted to 37 per cent
of the total drawings. Over and above the normal
drawing entitlement, the Fund had provided for the
possibility of compensatory financing to cover short-
term fluctuations in the export earnings of the de-
veloping countries. Moreover, in the opinion of his
delegation, the Fund had made an important contribu-
tion to the steady progress of the developing countries
by granting such aid only on condition that those coun~-
tries adopted certain measures which would help to
ensure monetary stability. :

43, His delegation considered that monetary stability
was an indispensable condition for the sustained de-
velopment of a country's production of goods and
services. It was difficult to achieve, particularly in
the developing countries, where the desire to raise
the level of living of low-income groups rapidly had
led the authorities to adopt inflationary measures in
an attempt to force the rate of growth of the available
resources. The experience acquired during the twenty
post-war years, however, showed that the countries
which had systematically adopted inflationary policies
had quickly discovered that such policies really de-
layed development, discouraged voluntary effort, im-
posed hardships on the social classes dependent upon
fixed incomes and placed severe pressure on the
balance-of-payments. It was true thatthe maintenance
of the value of the currency and the existence of
realistic exchange rates could not in themselves lead
to economic development but did constitute two essen~
tial factors without which the best conceived long-
term policies would be in vain,

44, The Fund, by spreading such ideas, had made a
definite contribution to the balanced growth of the
developing countries,

45. Mr. TAKIGAWA (Japan) recalled that at the nine-
teenth annual meeting of the IMF and the IBRD and its
affiliates, held at Tokyo, the participants had recog-
nized the need for strengthening international liquidity
and for promoting economic progress in the develop-~
ing countries. With regard to the first point, his dele-
gation noted that international liquidity would be
strengthened through the increase of the contributions
of member States. It was desirable that the resources
of the Fund should continue to grow in the future, and
in that connexion his delegation hoped that factors
such as the rate of economic growth and the pace of
trade expansion of member, States would be taken
into account in determining the amount by which their
contributions should be increased. The problem of
the long-term strengthening of international liquidity
was at present being studied by the Fund and other
bodies. His delegation looked forward to hearing the
results of those studies. It was convinced that the
foundation of the international monetary system was
the confidence which the countries of the worldplaced
in it, That confiuer.ce had been fittingly demonstrated
in the gesture of international solidarity on the occa~-
sion of the "sterling crisis".

46, The second problem discussed at the nineteenth
annual meeting of the IMF had been the question of
econontic development in the developing countries. A
great deal of work had already been done in that area.
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For example, an important decision had been taken
in February 1963 regarding compensato.  financing
in the event of short-term fluctuations in export
receipts. In that area, as in others, the role played
by the Fund in promoting the development of those
countries had gradually been expanded. Since 1964
the Fund had provided technical services for the
establishment and management of new central banks
in developing countries, It also gave those countries
assistance in the fiscal field and advice on economic
questions., Those activities of the Fund helped coun-
tries to frame sound fiscal and monetary policies.

47. With regard tc the United Nations Conference on
Trade and Development, it should be noted that certain
recommendations which had been adopted implied an
intensification of the activities of the IMF, the IBRD
and its affiliates.

48, Turning to the economic situation of Japanitself,
he said that at the end of 1963 the Japanese Govern-
ment had adopted a tight money policy with a view to
improving the nation's balance-of-payments position
and stabilizing the commodity price trend. The steady
increase in governmental and personal consumption
expenditures would probakly maintain demand at its
present level, but investments during the fiscal year
ending 31 March 1964 would probably fall short of

those of the previous fiscal year; some signs o
slackening were noticed also in equipment invest-
ments, which had been rising steadily since 1963.
With regard to the balance-of-payments in the fiscal
year 1964, imports had remained steady, while ex-
ports had increased at a more rapid pace than had
been expected. That trend was due to suchfactors and
favourable conditions on the international market and
the increasingly competitive position of Japanese in-
dustries on that market. The trade-account balance
for the fiscal year 1964 was expected toshow a credit
of some $150 million. Deficits in the invisible trade
account were likely to increase but with a favourable
balance anticipated incapital transactions, the nation's
over-all international account for the fiscal year 1964
would almost attain a balance.

49, In April 1964 his country had become a member
of the Fund and of the Organisation for Economic Co~
operation and Development, Thus the convertibility
of the national currency had been restored and the
Japanese economy had been integrated into the inter-
national economy. As a member of the international
economic society, Japan intended to co-operate as
much as possible with international institutions such
as the Fund and thus contribute to the peace and
welfare of the whole world. ‘

The meeting rose at 1.5 p.m,

Litho in U.N,
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AGENDA ITEM 3

- Report of the International Monetary Fund (E/4003
: and Add.1) (concluded)

1. Mr, GELBER (Canada) congratulated the Managing
Director of the International Monetary Fund (IMF) on
his annual reportl/ and on the illuminating statement
he had made at the previous meeting. The Canadian
delegation warmly welcomed the measures taken
during the year to expand the services providedby the

D
1/ international Monetary Fund, Annual Report of the Executive

Directors for the Fiscal Year ended April 30, 1964 (Washingion, D.C.),
and supplementary information for the period from 1 May 1964 to
31 January 1965. Transmitted to the Economic and Social Council by
notes of the Secratary-General {E #4003 and Add,1).

o1y 4

Fund, In particular it str¥ongly supported the estab-
lishment of the IMF Institute, the Central Banking
Service azd the Fiscal Affairs Department. The
training programme to be offered by the Institute
was adapted to meet the varying needs of member
States and the interests of as large a number of
candidates as possible. One innovation which was
especially satisfying to his delegation was the deci~
sion to provide instruction in two languages. The
technical assistance to be provided through the Fiscal
Affairs Department and the Central Banking Service
would enable the Fund to respond to the special cir-
cumstances of individual members requesting advice
on tax and budgetary matters and cnthe establishment

‘pf a Central Bank,

2, During the past year, the Fund had met the needs
of members making drawings, even though total
drawings ‘- outstanding had risen by nearly $1,000
million, Its ability to provide the various currencies
required was due in part to new policies and tech-
niques., Perhaps thé¢ single most important new
development during the year had been the activation
of the General Arrangements to Borrow in connexion
with the drawing in December 1964 by the United
Kingdom, The association of Switzerland with those
Arrangements was to be welcomed. The sale of
gold by the Fund and additions to the number of
currencies which could be drawn were further evidence
of the varied resources at its disposal. Another im-
portant development had been the use of the technique
whereby countries were in effect enabled to make
repurchases in United States dollars even though the
Fund's holdings of that currency exceeded 75 per
cent of the United States quota. That technique had
at the same time provided support for the United
States balance of payments. Mention should also be
made of the quota adjustments under the terms of
the Decision on Compensatory Financing of Export
Fluctuations, 2 which increased present drawing
rights, Finally, his Government strongly supported
the recommendation by ‘the Board of Executive
Directors to the Board of Governors for a general in-
crease in quotas of 25 per cent. Such an increase
would help satisfy the growing demand for international
liquidity, but would not in itself provide a complete
solution, His delegationthereforewelcomed the Fund's
decision to continue its study of the international pay-
ments system in conjunction with other bodies.

3. Mr. RAMOS (Argentina) expressed his delegation's
appreciation of the report. In addition to its strictly
financial functions, the Fund had undertaken activities
relating to general economic development. It had thus
been able to make an analysis of economic trerds
during the past year and a half which was, in the

nn————

2/ ibid., Annual Report of the Executive Directors for the Fiscal Year
ended April 30, 1963 (Washington, D.C.), pp. 196-199.
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main, encouraging, The period had been marked by
economic progress shared more evenly than for a
long time among the different parts of the world,
A particularly encouraging aspectwas that the primary
producing countries had enjoyed an unusually large
rise in their export earnings, As a result of that
rise, and of a certain increase in international
financial aid, the balance of payments of the developing
countries as a group had improved by $1,500 million.
That clearly showed that efforts to achieve financial
equilibrium, and thus economic and social progress,
for the developing countries by improving their terms
of trade were not misguided, The report also stated
that, if those trends were more than temporary, there
would be more encouragement for the inflow of foreign
capital to those countries, thus making it possible to
achieve development objectives which the developing
countries could not finance solely from foreign earn-
ings. Whether or not those trends were to become
permanent depended on the industrial rather than the
developing countries, His delegation therefore shared
the Fund's view that the industrial countries should
consider doing anything in their power, by fiscal or
other means, to stimulate capital exports to the less
developed countries, and welcomed its efforts to gain
greater access for the products of the latter to the
markets of the former., The improvement in the de-
veloping countries' balance of payments was of general
benefit, as the Fund indicated when it attributed the
increase in international liquidi during the period
under review largely to that impr..sment,

4, His Government considered it a very good sign
that nineteen new members had joined the Fund, with
quotas totalling some $320 million, It particularly
welcomed the increases in the quotas of other mem-
bers, including some of the most needy. It likewise
welcomed the authorizations for changes in par
values and establishment of initial par values by the
Fund in order to help stabilize the exchange rates of
the developing countries' currencies.

5. In the strictly financial field, the Fund had con-
tinued its highly constructive activities, If it had not
expanded more, that was mainly due to the relative
lack of resources. Its constant consuitations and ex-
changes of information with the Governments of mem-
ber States were of great importance, enabling it to
base its assistance on a knowledge of their real
needs. Its contacts with other international agencies
operating in related fields had been close, which
could only be beneficial, The technical assistance it
gave to the newer countries in such matters as
banking legislation, statistics and monetary stabiliza-
tion undoubtedly helped them to make good the lack of
trained and experienced national staff and to start
their financial careers on a good basis. His delegation
also approved of the training programmes for offi-
cials from member States conducted by the Fund,
which were to be centralized in the IMF Institute,
Those programmes, which mainly benefited the new
countries of Africa, showed how interested the develop-
ing countries were in the Fund's activities.

6. Bearing in mind the problems of the developing
countries, the Fund might establish more flexible
conditions for drawings and repurchases, International
liqu1d1ty, desp1te the recent increase, was still a sub~
e s B A R A R R A

cently increased its ability to provide technical agsist-

ject of great importance and should be given thorough
study by the Fund withthe participation of the develop~
ing countries. In view of the importance the Fund at-
tached to the system of compensatory financing of
fluctuations in export earnings, it should immediately
increase the present percentages and thus make the
system more automatic and flexible, It should study
the possibility of helping to solve regional payments
problems and, to that end, should participate more
actively in Latin American countries' efforts towards
economic integration. International monetary co-
operation was one of the basic aims of the Fund, and
since it was also an aim of economic integration,
action by the Fund in that field wouldbe fully justified,
The technical assistance available in such fields as
banking, taxation and budgetary affairs should be
widely publicized so that as many countries as pos-
sible could benefit from it. Finally, the Fund and
other specialized agencies should undertake the studies
recommended by the United Nations Conference on
Trade and Development (UNCTAD) as soon as pos=-
sible, particularly with regard to compensatory financ-
ing to offset the deterioration in the terms of trade
and the burden of excessive foreign debt servicing
on developing countries,

7. Mr. WILLIAMS (United States of America) ex-
pressed appreciation of the report of the Fund,
particularly parts II and III, and the Managing Direc-
tor's statement, During the period under review, his
Government had made its first drawing under its
stand-by agreement and had sold the currencies which
it had thus acquired to members of the Fund which had
drawings outstanding and kept their reserves mainly
in United States dollars, Such drawings by the United
States and other countries had again proved the value
of the Fund to all member Governments. The Fund's
value to developing countries had been demonstrated
in a variety of ways during the period covered by the
report, Twenty-three of the twenty-seven countries
making purchase transactions or stand-by arrange-
ments had been developing countries. When the
Directors of the Fund had approved the scheme for
compensatory financing, they had decided that the
Fund should consider requests for quota readjust-
ments from countries exporting primary products.
That was of particular benefit to countries with rela-
tively small quotas since it increased the Fund's
ability to respond favourably to their requésts for
assistance, His delegation hoped that the Governors
of the Fund would soon approve the proposal to pro-
vide for a 25 per cent increase in general quotas as
well as appropriate selective quota increases, Such ;
increases would enable the Fund to meet the needs |
of a growing world economy and to play the central :"‘
role in the international monetary system intended
by its founders. The United States particularly wel-
comed those provisions thatwould minimize the 1mpact
of the quota increase on reserve positions, espemally
those of riserve currency countries.

8. It should not be overlooked that the consultations |
which the staff of the Fund heldwith all countries pro-
vided a particularly valuable form of technical assist-
ance, especially to new Governments facedwithall the
complex and technical problems related to monetary .
and fiscal policies, Apart from that, the Fund had re-|
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ance through three new channels, the Central Banking
Service, the Fiscal Affairs Department and the ex-
panded IMF Institute, a development which his delega~
tion welcomed, The United States shared the Fund's
conviction that fiscal and monetary policies should be
designed to encourage capital formation through vari-
ous forms of domestic savings and hoped that its
increased capaciiy to provide technical advice and
assistance would contribute to that goal. It noted
with pleasure the Fund's intention to develop co-
operative relations with UNCTAD,

9, The Managing Director had mentioned the
measures taken by the United States in February 1965
to improve its international payments situation, Those
measures were designed particularly to limit the out-
flow, of capital which had kept the United States in a
deficit position despite an increased surplus in its
trade acdcount, Full account had been taken of the
needs of the less developed countries and the Presi-
dent of the United States had expressed his country's
intention to continue to supply private and public
funds to less developed countries. The United States
had, for example, continued to exempt developing
countries from its interest equalization tax, now
extended to bank loans of one year or more.

10. The Fund played an important role in the world
economy and¢ an indispensable role in international
finance, not only through its actions but also through
its studies of long~term issues.

11, Mr. ARCA PARRO (Peru) said that the report
of the Fund and the Managing Director's statement
revealed world economic trends that were of im-
portance to both the developed and the developing
countries, He welcomed the Managing Director's
observation that the Fund intended to co-operate
closely with the new Trade and Development Board,

12, It was natural that advanced as well as develop-
ing countries should wish to make the utmost use of
the Fund's facilities. That had in fact been done over
the past year by the United Kingdom, for instance
Peru, on the other hand, which had been a firm sup-
porter of the Fund for many years, had made far
less use of its resources than it was entitled to do,
Nevertheless it had used some of the Fund's other
services, and he was certain that other countries at
the same stage of development would also find them
useful, It was encouraging that the expansion of
economic activity in the industrial countries over
- the past year had been accompanied by a rise in
the value of the exports of the primary producing
countries, but that did not necessarily reflect steady
. €conomic growth in the latter countries. Indeed,
. éven a 5 per cent increase in the favourable trade
balance might not mean more than economic growth
~ of 1 per cent in a developing country, which was far
below the target set for the United Nations Develop-
ment Decade. The developing countries must not
only increase their production, they must also sell
their products on world markets, But even if they
sold at advantageous prices, that did not necessarily
‘mean an improvement in their balance-of-payments
position, for the gain in export earnings was often
offset by a rise in the prices of imports and also by
‘higher costs of production due to such factors as
rises in wages,

————

13. Although its economic development was far
from being as rapid as could be desired, Peru had
made and was continuing to make great social stride:,
which was part of his Government's policy. Economic
and social progress were only two sides of the same
coin. Economic development without social progress
meant the enrichment of a minority, whereas the aim
was a better life for everyone. Success depended not
only on the improvement of Iiaru's terms of trade,
but alsc on a strong balance-of-payments position.
Short-term palliatives were of little use; what was
required was a radical change in the concepts under-
lying world trade. The developing countries expected
a great deal in that connexion from the new trade
and development machinery., They must be protected
from sudden falls in the price of their primary ex- .
ports; although Peru had a relatively diversified
economy, a drop in the price of sugar, for instance,
had had a serious effect on its economy. In addition,
if export earnings were tobe increased, the developing
countries must be able to sell their larger production,
At the present time it would be pointless for ‘hem to
step up output of such minerals as goldand silver, be-
cause the prices on the world marketwere artificially
controlled by the big producers, It was clear that such
problems could not be solved by exclusively financial
action, A cormbined attack was required, A great deal
could therefore be expected of the co-operation
between the Fund and the Trade and Development
Board.

14. He recognized that the Fund was concerned
with financing and not with modifying the pattern of
international trade. Nevertheless, the two problems
were closely linked. He therefore welcomed the
Fund's decision to establish new advisory services,
particularly the Fiscal Affairs Department, which
would be of the greatest use to the Latin Americen
countries, As Peru knew from experience, a change
in the tax system was useless unless it was accom-
panied by a change in the methods of administration
and collection, It was essential to increase tax revenue
in the developing countries, because the Governments
of those countries had to do mor~ than those of the ad-
vanced countries to promote so¢  progress.

15. Mr. PACHACHI (Iraq) saia that the picture of
the IMF's activities which emerged from the report
and the statement of the Manhaging Director was one
of considerably increased activity. During the past
year, drawings had been greater than ever, a large
number of countries, particularly under-developed
ones, had availed themselves of the Fund's services,
and new facilities, including the Central Banking
Service and the Fiscal Affairs Department, had been
created. Those were welcome developments., Never-
theless, although the developing countries had made
more use of the Fund's services than ever before,
it was still the developed countries that had mede the
biggest calls on the Fund, That was due primarily to
the nature of the Fund's activities, whichwere focused
on short-range difficulties in the balance of payments.

16. One disturbing point which emerged from the
Managing Director's statement was that the coming
year was expected to be difficult. His warning that
there had already been some decline in the rate of
growth of international demand for imports, which
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had been accompanied by some signs of a weakening
in the international prices of primary commodities,
was most disquieting for the developing countries,
particularly as it came in the middle of the Develop-
ment Decade. It was therefore a matter of grave
concern that the rate of economic growth, which was
still far short of the target, might be slowed down
even further by a monetary crisis.

17. The problem now facing international monetary
circles was whether the present system was adequate
to sustain a growing international economy. The
Fund's reserves had a key role to play in solving
that problem. The Fund was intended to serve as a
shock absorber when short-term deficits in certain
countries placed a strain onthe international monetary
system, as had been the case during the past year
when the difficulties encountered by the United States
and the United Kingdom had threatened to have a
major impact on world markets, The question which
now arose was whether sterling and the dollar should
centinue to be the basis of the international monetary
system; a return to something like the gold standard
had been suggested. It was too early to form a final
judgement, but he felt that a return togold might have
a depressing influence ¢m international trade, in
which case it would be disa lvantageous to the develop-
ing countries. It had also been suggestedthata system
of variable exchange rates might solve the problem.
The disadvantage of that idea was thatthewhole inter-
national monetary system would be subject to weak-
nesses and fluctuations, Furthermore, it might be
impossible to take egsential steps in time because of
the complications involved. The Managing Director
felt that the solution was w utrengthen and improve
the existing system and that recent developments
were gratifying indications that it was capable of
orderly evolution,

18. As a developing country, Iraq's position was
dictated by the need for an international monetary
system which would ensure the continuing expansion
of trade and the improvement of economic conditions.
It might be true that the present system was capable
of an orderly evolution, but that was not certain, The
matter could not be settled in the present forum,
although the current exchange of views was welcome,
Henceforth, whatever system was evolved must take
account of the primary interest of developing coun-
tries. The Fund and other United Nations bodies had a
moral obligation to assist them to achieve their
development aims during the Development Decade.
He was gratified that the Fund would take account of
that fact in evolving a system to counteract monetary
fluctuations. That point emerged clearly from all the
Fund's documents,

19. Mrs. WRIGHT (Denmark) expressed her delega-
tion's satisfaction with the report of the Fund and the
statement by the Managing Director. During almost
seven years of expanding world production and trade
the Fund had proved its ability to render immediate
and effective help to member countries, That had en-
abled the industrial countries to maintain a high
level of employment, and their demand for imports
of primary commodities had stimulated development
in the primary producing countries. The higher prices

for primary commodities should improve opportunities

e i e

in the less developed countries and encourage the in-
flow of foreign capital where the climate for invest-
ment was favourable, Movements of private capital
were sensitive to political developments, and hostile
attitudes towards foreign investments in one country
might seriously affect the prospects for capital ex~
ports, not only to that country but to other countries
as well. In foreign trade, bothinvesting and developing
countries ought to adopt new attitudes, a fact on which
the Secretary-General of UNCTAD and the Managing
Director of the Fund were in agreement. The develop-
ing countries should improve the investment climate
and the industrial countries should do everything in
their power to stimulate the export of capital and
assist the developing countries in diversifying their
production, particularly of goods which could be
exported to capital-exporting countries, The develop-
ing countries' main source of finance would continue to
be bilateral and multilateral aid, according to the Fund,
but if bilaterai aid was to be used as effectively as
possible, it should not be tied to purchases in the
country providing it unless that was completely justi-
fied, The Fund was in s position to make aid de-
pendent on the adoption of procedures designed to
avoid the disruption of econcmic development and
to promote exchange rate stabliity and productive
resources, The Fund's ability to act in such ways
was in no small measure due to the new tools it had
developesi in recent years, Her Jelegation was glad to
learn that the Fund was endeavouring to enlarge its
resources to deal with sirains on the international
monetary system due topressure onamajor currency.
The Fund had encouraged deficit countries to adopt
such remedies as were least harmful to other coun~
tries and had encouraged surplus countries to follow
policies permitting the present expansion of the
world economy to continue.

20. Another source of satisfaction was the Fund's
efforts to assist new countries to establish and
develop their monetary and financial institutions,
particularly through the new Central F aking Service
and Fiscal Affairs Department. The iacreasing em=-
phagis laid by the Fund on education and training was
also welcome, Its operations in that field had enabled
participants in seminars and courses from developing
countries to gain a better understanding of the role of
financial policy in over-all economic development and
to master the technique of analysis necessary for
planning the use of foreign exchange resources,

21. In order to achieve the aime of the Development
Decade, it was necessary for all the United Nations
economic organs to reinforce each othér. The advice
and guidance of the specialized agencieswas essential
in that connexion. The role of the Council as a co~
ordinating agency acquired more and more signifi-
cance as old institutions developed new procedures to
speed up the development of the less developed coun-
tries, not only through aid but also through trade.

22, Mr. QUAO (Ghana) said that the report revealed
that the balance of payments of the developing coun-
tries was precarious, Following favourable trading
conditions in 1963, the fall in the international prices
of primary commodities was likely to lead to an
unfavourable balance of payments and a net reduction
in the exchange holdings of the developing countries
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in 1965, Urgent measures were needed, particularly
for countries such as Ghana, whose economy depended
mainly on exporting cocoa, Because of the depletion
of its foreign exchange reserves, Ghana had been
forced to impose restrictions in order tocontinuewith
development programmes previously financed from
export earnings, Since cocoa buyers were reluctant
to consider a stabilization of the world price of cocoa,
the countries constituting the Cocoa Producers'
Alliance had been forced to adopt drastic measuresin
the hope of securing a higher price. He hoped that the
Fund, the new trade and development machinery and
other relevant organs would take the urgent inter-
national action which was needed.

23. Africa's monetary problems were both national
(the need for efficient monetary and fiscal systems)
and continental (the need for a common raonetary
zone, a customs union and an inter-African payments
union). Inter-African trade would be of great help
but was severely hampered because most African
States were still in either the sterling or the franc
zone. The establishment of African currencies and
financial institutions was therefore a field in which
assistance from the Fund would be appreciated,

24. The efforts of the Fund with regard te the grow-~
ing foreign indebtedness of the developing countries
were gratifying, but any solution to the problem of
deteriorating foreign exchange holdings could only be
temporary. Far-reaching measures were raquired
to ensure fair returns for the primary exports of the
developing countries. He welcomed the co-operation
and assistance of the Fund and hoped that they would
have a positive impact on the economies of the
developing countries.

25. Mrpr, CUBILLOS (Chile) said that there must be a
vigorous monetary flow between the developed and
developing countries. Although the report of the Fund
showed that there was continued prosperity in the
developed countries despite their balance-of-payments
problems and a general rise in the income of the de-
veloping countries, much needed to be done to ensure
adenquate growth, A rise in the price of primary com-
modiiies was not sufficient to create a balanced
economy in the developing countries; more markets
for their manufactured goods were also needed, so
that they could diversify their production,

26, Like many other countries, Chile had a mounting
foreign debt, because domestic savings were too low
to finance development. The only solution was to in-
crease exports, and he hoped that the IMF, in co-
operation with the Trade and Development Board,
wou’d make every effort to facilitate trade, in accord-
ance with the recommendation contained in annex
A,IV.19 of the Final Act of the United Nations Confer-
elice on Trade and Development,3/

27, Mr. POLIT (Ecuador) recalled that Mr,
Schweitzer had referred to the difficulties which some
of the more developed countries had experienced in
their balance of payments, Such difficulties inevitably
had a limiting effect on the financial aid which those
countries extended to the less developed countries,

3/ See proceedings of the United Nations Conference on Trade and
Development, vol. I, Final Act and Report (United Nations publication,
Sales NO.: 64.“.8.11)' Pe 530

While President Johnson had recommended that the
measures taken to remedy the deficit in the United
States balance of payments should not affect the move~
ment of United States capital to the developing coun~
tries, the United States Congress had nevertheless
stressed that the foreign aid programme shouldhave a
minimum adverse impact on the United States balance
of payments, In other words, the main criterion in
judging whether or not a request for financial aid
should be accepted was not its impact onthe recipient
country but rather its impact on the balance of pay-
ments of the donor, Very serious restrictions were
thus being placed on the aid which the United States
could provide to the developing countries and particu~
larly those of Latin America,

28, The Managing Director had alsc pointed out that
the prices of primary commodities had plunged down~
wards again after a slight recovery in 1963, That
downward trend had affected the prices of sugar,
coffee, cocoa and bananas, all exported by Ecuador.
With such low prices, Ecuador and the other develop-
ing countries had little hope of strengthening their
international reserves and of increasing their in-
vestments in industrialization programmes. The de~
veloping countries were iorced todevote anincreasing
proportion of their export earnings towards paying
their external debts. Either those debts would have
to be repudiated or ti:e international financial bodies
would have to consolidate them and grant the develop-
ing countries longer periods for repayment and lower
rates of interest,

29. The developing countries were alsofacedwith the
serious problem of their growing populations, which
inevitably affected their balance of payments, As
their populations grew, they had to make larger in-
vestments in order 'tc create more sources of employ-
thent, produce more food, develop exports and make
more infrastructural and social investments, But
how could they make such investments when their ex-
ports were fetching such low prices on the international
market? The situation in the developing countrieswas
in sharp contrast to that in the more industrialized
ones. For how much longer could the peoples of the
developing countries continue to suffer from hunger,
unemployment, and lack of education, housing and
clothing? To speak to them of monetary stability was
senseless. For them monetary stability was synono~
moug with poverty and a dose of inflation was prefer-
able if itbrought them some velief from their suffering.

30, At the previous meeting the representative of
France had spoken in favour of assigning a more im-
portant role to the currencies of the European Common
Market and, in particular, to the franc. However, if
France wished to boost its own currency, it should
also be ready to increase its imports from Latin
America. Monetary stability could not be considered
ag an end in itgelf but only as part of the general con-
cept of economic development. Ecuador had every
faith in the Fund but felt that it should be reminded of
the difficulties of the developing countries,

31. Mr, ARKADYEV (Union of Soviet Socialist Repub-
lics) said that, while the report gave a good general
analysis of the world economic situation, it was lacking
in incisiveness. Practical steps were urgently needed
to assist the developing countries, whichwere victims
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of the present monetary system, The United Nations
Conference on Trade and development had at least taken
decisions and made positive recommendations, where-
as the Fund was still discussing the problems or taking
short-term regulatory measures, He hoped that it
would act on, rather than merely note, the recom-
mendations of UNCTAD and take practical steps to
assist the developing countries,

32, Mr, SCHWEITZER (Managing Director of the
International Monetary Fund) said, in reply to the
remarks of the Soviet Union representative, that he
fully realized the need for providing practical assist-
ance to the developing countries. He also viewed
monetary stability not as an end in itself but as an
essential part of economic development. it must be
remembered that the Fund was working in a very
limited sector and had very limited means at its
disposal,

33. It was generally agreed that the technical assist-
ance extended by the Fund and its training programme
had heen a useful contribution to the development of the
developing countries. At the same time, the Fund
realized the limits of its possibilities and understood
that it was far from achieving the aim of fiscal
harmonization to which one representative had re-
ferred, No two countries had the same financial prob-
lems and the Fuad's primary role was to provide the
technical means of implementing decisions which
countries themselves had reached indenendently, The
role of IMF had been described as therapeutic. That
might be true, but it was also true that few doctors
were loved and surgery was rarely appreciated, The
real aim of IMF was tomake aproper diagnosis, taking
inte account the individual circumstances of each
country,

34, Criticism had been made of the Fund because it
had extended a larger volume of assistance tothe more
industrialized countries than to the less developed
ones, But that was quite normal. The monetary prob-
lems of the developed countries were much vaster
than those of the developing countries and had reper-
cussions which spread over the whole international
monetary system, However, the number of times that
the Fund had acted to help the smaller countries was
much more frequent, Also, the assistance givento such
countries and the periods for which it was given were
quite considerable when ,viewed in the light of the
magnitude of their monetary problems and of their
economies.

35, The Fund was ready to continueits presentpolicy
and it planned a whole series of new projects for help-
ing the developing countries. It was not hostile to the
modern trend towards economic integration and wel-
comed all efforts to eliminate trade barriers and
achieve greater economic co-operation. At present,
it was not able to extend its assistance to regional
groupings but it had every sympathy with them,

36. The plan for a general increase of 25 per cent in
members' quotas had met with almost unanimous
support, although it had been suggested by one repre-
sentative that the Executive Directors, in deciding upon
such a step, had infringed the Fund's statutes, He
wished to assure that representative that the decisions
taken conformed inboth gpirit and letter to the statutes.
There had merely been a difference of opinionas to the
practical measures to be taken to implement the
statutes. In any case, such a limited measure as an
increase in quotas would not bring about any radical
change in the international monetary system.

37. In all international monetary questions therewas
no real conflict of interests between the different
countries., All countries, whatever their situation,
had an interest in maintaining a stable international
monetary system. All countries lived within the system
and must obey its rules. All countries wanted the
system to further the development of interna.ional
trade and the economic growth of thewholeworld. The
richer countries, in particular, had a special interest
in maintaining the system and it was natural that they
should be called upon to provide the necessary help
to make the system work,

38. The present monetary system could certainly be
criticized, but since the Second World War it had un~-
doubtedly contributed to world economic progress. As
long as long-term reforms had not been achieved, it
must be made to work, The IMF remained at the
centre of the present monetary system and he was
convinced that the system should be developed and
improved rather than abolished and replaced by some-
thing different.

39, The PRESIDENT suggested that the Council
should adopt a draft resolution taking note of the re-
port of the International Monetary Fund,

It was so decided,

The meeting rose at 5,55 p.m,
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(b) Report of the International Finance Corporation
(E/3993 and Add.1)

1. The PRESIDENT welcomed Mr, George D. Woods,
President of the International Bank for Reconstruction
and Development (IBRD)and the Internatiornal Develop~
ment Association (IDA), and the Internaticnal Finance

E

Corporation (IFC), and invited him to take a seat
at the Council table,

2, Mr. WOODS (President of the International Bank
for Reconstruction and Development), presenting the
annual report of IBRD and IDAL and of IFC2’ said
that during the past fifteen months the Bank and its
affiliates had extended a record volume of finance
for economic development., During 1964 the Bank,
IDA and IFC had made commitments totalling a record
amount of nearly $1,200 million. IDA credits alone
had amounted to $418 million, and its total commit-
ments had now passed the $1,000 million mark, The
new countries of Africa nad benefited most from that
expansion, Eighty-four countries had now been as-
sisted by the Bank group of institutions, and the
aggregate volume of financing since the beginning of
the group's operations now exceeded the figure of
$9,500 miliion,

3. The Bank had given serious thought to improving
the terms of its loans, in order to lighten the burden
of debt service, where the situation warranted such
action, by extending loans to thiriy-five years or
extending the period of grace before repayment to
ten years,

4, Whereas the Bank had formerly concentrated its
activities on transport and electric power, it was
now active, together with IDA and in collaboration
with FAO and UNESCO, in increasing farm productivity
and developing education and, with IFC, in assisting
in the growth and diversification of industry, Where
agriculture was concerned, the Bank and IDA were
taking a growing interest in large land development
programmes, comprising measures, for instance, in
the fields of training, farm credit, fertilizers and
pesticides, transport and research. With respect to
education, it was clear that one of the main obstacles
to development was the lack ‘of trained manpower,
especiaiily administrators, teachers and technicians.
The Bank and IDA could not hope to solve that problem
to any significant extent from the financial point of
view, but they were seeking to finance projects which
would offer satisfactory means of overcoming the
obstacles. During 1964, IDA had broken new ground
in assistance to industry by making a $90 million
credit to India to finance the import of components
and materials needed for the full utilization of exist~-
ing industrial facilities, The results had been par-
ticularly satisfactory and a further credit to India

L/ International Bank for Reconstruction and Development; Inter
national Development Association, Annual Report, 1963-1964 (Washing~
ton, D.C.), and supplementary information for the period from 1 July
1964 to 1 March 1965. Transmitted to the Economic and Social Councii
by notes of the Secretary-General (E/3992 and Add.1).

2/ International Finance Corporation, Eighth Annual Report, 1963«
1964 (Washington, D.C.), and supplementary information for the period
from 1 July 1964 to 1 March 1965, Transmitted to the Economic and
Social Council by notes of the Secretary-General (E/3993 and Add.1),
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was now in process. The Bank was also studying
the possibility of making loans to IFC, without any
government guarantee, in a total amount up to four
times the Corporation's capital and surplus. When
the requisite amendments to the Articles of Agree-
ment of the Bank and the Articles of Agreement of
IFC had been approved, about $400 million would be
added to the potential resources of IFC, In addition,
although IFC was required under its charter to invest
only in private enterprises because the management
of State enterprises might be subject to political
pressures, the Corporation was now re-examining its
policies in that connexion, since it was aware that in
some member countries private industry lacked the
capital and management personnel needed for the
advancement of industrialization.

5. One of the major problems encountered by the
Bank and IDA was to find well-conceived national
prcjects which they could finance. The two institutions
had not enough staff to give all the assistance neces~
sary in that connexion; they could. however, discuss
with the borrower what kinds of technical assistance
were needed and could give advice on how best to
obtain the help of consulting engineers, economists
or other experts. When the loan was finally made to
the counfries concerned, the Bank or IDA included
in it the amount necessary to reimburse the borrower
for the cost of technical services needed both for
planning and for the later execution of the project,
In the case of countries which were not able to bear
the expense of pre-investment surveys, the two insti-
tutions might even pay the foreign exchange cost of
consultant services. That was being done in Nigeria
in the case of certain highway surveys, in East Pakis~
tan in the case of waterw.ys development, and in the
Philippines in connexion with determining the future
water needs of Manila, Meanwhile, the Bank was
continuing to act as executing agency for nine pre~-
investment studies financed by the United Nations
Special Fund,

6. The Bank group of institutions intended to press
those eiforts further. Two offices were being estab-
lished, at Nairobi and Abidjan, to help member coun-
tries to identify development projects and to study
them in detail. Under arrangements with FAO and
UNESCO, those two agencies were helping to identify
and prepare specific agricultural and educational
projects, leaving the appraisal and, in suitable cases,
the financing of the projects to the Bank and IDA,
The Economic Development Institute, which was an
organ of the Bank, was also extending its work. The
Institute's activities now included the evaluation of
projects.

7. Adequate project preparation was particularly
important, since neither general programmes nor
supplies of capital would accomplish much unless the
countries concerned could bring together for the
execution of the projects the right technology, com~
petent management and manpower with the requisite
blend of skills.

8. The Bank was pursuing its close interest in the
broader aspects of development planning, It had al-
ready sent a mission toBrazil to review that country's
economic conditions and prospects and to study the
Government's development programme, It had also

sent a mission to Morocco. Another mission had just
left for Turkey, where it would appraise the country's
economic position and its prospects for the use of
assistance from IBRD, The Bank continued to advise
member Governments in many parts of the world
and to recruit on their behalf experts to deal with
special problems in the development field.

9. The essential purpose of the Bank's technical
assistance was to improve the quality of the economic
performance of the developing countries, Among the
devices it employed in that cause were the consortia
for aid to India and Pakistan and the "consultative
groups" of capital-exporting countries and inter-
national agencies interested in the development of
particular countries. Those groups offered the de-
veloping countries technical assistance and anorderly
flow of investment directed to priority needs. Their
members had the opportunity to consult among them-
selves and with the recipient country on the best
means of strengthening the development efforts of
the country concerned. The Bank had decided to re-
double its efforts in that respect and to take the lead
in organizing consultative groups without waiting, as
at present, until the countries concerned had a well-
defined economic programme,

10. A primary mission of the Bank was to channel
the flow of capital from the developed countries to
the developing countries. The Bank was intensifying
its efforts to raise money that year and to that end
it had sold bond issues in the United States, Canadian
and German capital markets. The cost of money was
rising; nevertheless, the Bank intended to hold the
interest rate on loans to the less developed countries
at 51/2 per cent. It was, however, increasing the
interest rate for loans to member countries which
were able to borrow elsewhere a substantial part of
the capital they needed.

11, Debt service continued to be a heavy burden for
the developing countries. The IDA had been estab-
lished five years earlier to ease the burden by making
funds available over long periods. Thanks to action
taken during 1964 to replenishthem, IDA's convertible
funds amounted to an aggregate of about $1,600 million,
Considering, however, that those resources would be
committed by the summer of 1966, it was to be hoped
that the Bank would be able to make grants to IDA
and that all the members of the Bank would increase
their contributions.

12, Private savings were an essential source of
capital for economic development. The confidence of
the private investor must, however, be strengthened,
To that end the Bank had sponsored a proposal for
an international convention which would establish a
centre for the conciliation or arbitration of investment
disputes arising between foreign investors and Gov-
ernments. The text of the convention was beingtrans-
mitted to member States and would shortly be made
public. There were convincing reasons to believe that
the adoption of such a convention would increase the
flow of capital from the private investor to the devel-
oping countries which became parties to the conven-
tion,

13. It should also be noted that one of the principal
obstacles to economic development was the population
explosion in the developing countries. It was to be

i ot s .n.wmW,W.M,,.mm_‘..*,.,.wwﬁx’d




W

1362nd meeting — 26 March 1965 45

hoped that it would soon be possible to attack the
problem without restraints or reservations.

14. At the request of the United Nations Conference
on Trade and Development (UNCTAD), the Bank had
agreed to undertake a number of studies on how con-
ditions of trade and economic development might be
improved. One such study dealt with a proposal that
funds for IDA-type loans should be borrowed in the
capital markets and that the difference between the
borrowing and lending interest rates should be sub-
sidized by the industrialized countries., Another study
concerned a systein of supplementary financing to
mitigate the effects on development plans of long-term
and unpredictable fluctuations in commodity prices,
The Bank was also studying the use and terms of
suppliers' credits and the possibilities for establishing
a system of multilateral investment insurance,

15, The ambitions of the under-developed countries
in the sphere of trade and economic develcpment
were being more clearly articulated; on the other
hand, in many capital-exporting countries there was
growing disillusionment with the way in which aid was
administered and used. It would be disastrous if the
discontent of the countries concerned were to lessen
the world's commitment to economic growth. Unin-
terrupted financial support from capital-exporting
countries was essential, as was the determination of
the recipient countries to ensure that external as~
sistance would be used with the maximum effective-
ness.

16. Mr. VIAUD (France) said that he was glad to
note that in 1964 the IBRD and its affiliates, under
the leadership of their President, had continued and
expanded their mission of assistance tothe developing
countries. Bank loans had totalled $728 million and
IDA had provided the equivalent of $418 million, The
IFC, for its part, had granted credits totalling $25
million. If to those sums were added the credits
granted by developed countries participating in the
consortia, the total for 1964 was more than $2,500
million.

17. The Bank had endeavoured to improve the geo-
graphical distribution of the loans: the credits allo~
cated to African countries had risen from $11 million
in 1963 to $107 million in 1964, There had also been
innovations in the objects for which the loans were
granted; in recent months loans had been made for
agriculture, education and more and more assistance
to the industrialization of developing countries. Those
three areas were priority sectors with which the
Bank was rightly concerned. On the question of
methods, he wished to stress his interest in the new
procedure of cornbining a Bank loan with an IDA
credit, which thanks tothe longer amortization periods
and lower interest rates of IDA, reduced the total
burden on the borrowing country's balance of pay-
‘ments, The Bank had also ‘been studying for several
years the possibility of seiting up joint operations,
i.e., of joining with a particular country to provide
ahother country with medium~term credits enabling
it to carry out programmes approved by the Bank.
Lastly, the Bank had made a distinction in the interest
rates on its loans, charging an additional 1/2 per
cent to those of its members which usually had access
to the capital market. That measure allowed it to

grant preferential treatment to the developing coun-
tries. It was encouraging to see the Bank applying
that preferential treatment, which was not yet ac-
corded sufficient recognition in trade matters,

18. The United Nations Conference on Trade and
Development had referred several recommendations
to the Bank for study, His delegation was waiting to
learn the Bank's conclusions before taking a firm
position on some of them. It would give very careful
consideration to the conclusions arrived at by the
Bank services regarding the Horowitz proposal on
a Development Financing Plan3/ for increasing the
capital fiow to the developing countries by opening
the private capital markets of the industrial countries.
The French Government considered that the study on
the machinery for settlement by arbitration and con-
ciliation of investment disputes, requestedby the Con-
ference in the recommendation contained in annex
A.IV.12 of the Final Act of the Conference,4 would
be calculated to promote investment in the developing
countries as soon as it had been widely read in the
recipient countries and in the capital-exporting coun~
tries, If the former decided to encourage the use of
private capital, they should naturally grant such
capital basic guarantees and security,

19. Another recommendation, contained in annex
“A.IV.14 of the Final Act,%/ haddealtwiththe problems
of credit insurance and suppliers' credits, While
approving such a study by the Bank in principle, his
delegation at Geneva had expressed reservations about
the substance of the document annexed to the recom-~
mendation, which advocated the establishment of a
"multilateral inter-governmental credit insurance
institution", since the need for such an institution
was not at once apparent. The Bank's report would
therefore be all the more useful,

20. A fourth study, in which his delegation had the
greatest interest, concerned compensatory financ-
ing. 8/ While it considered that the real solution lay
in the organization of commodity markets to maintain
stable and remunerative prices, France hoped that the
Bank's study would provide information on the ef-
fectiveness of a compensatory system as a short-term
solution to the problems created for developing coun-
tries by fluctuations in earnings from exports, That
was a point to which the Trade and Development Board
and the Conference should direct their full attention
as soon as the Bank's conclusions were made known.
In conclusion, he said that his delegation considered
it important that permanent relations should be es-
tablished, within the United Nations family, between
the Bank and the new trade and development bodies,

21. Mr. CHAKRAVARTY (India) congratulated Mr,
Woods on the progress, in both quality and quantity,
made by the institutions headed by him during the

3/ International Bank for Reconstruction and Development, The
Horowitz Proposal: A Staff Report (Washington, D.C,, February 1965).
Transmitted to the United Nations Conference on Trade and Develop-
ment by a note of the Secretary-General of the Conference (TD/B/
Ci3/1)

4/ see Proceedings of the United Nations Conference on Trade and
Development, vol, I, Final Act and Report (United Nations publication,
Sales No,: 6401!08311)p P 49,

5/ Ibid,, p» 50

5/ Ibid,, p. 52 (annex A,IV.18).
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past year. Seventeen new countries had joined IBRD
and IDA, bring the total membership of the Bank to
102. The Bank, IDA and IFC had extended loans total-
ling $1,200 million to thirty-five countries. The ex-
tension of IDA's activities was a matter of particular
satisfaction. The over-all {inancial position of the
Bank had continued to grow in strength and its bond
issues in international financial markets continued to
command confidence and support.

22, Of the new initiatives taken by the Bank and IDA,
he stressed particularly the increased emphasis on
loans for agriculture and educational projects, the
extension of a loan for industrial imports and the
increased interest of the Bank in organizing consulta-
tive groups for aid to developing countries. Those
initiatives were proof of the Bank's awareness of the
changing demands of economic development and of
its flexibility, which could only be a matter for con-
gratulation, The Council should particularly welcome
the closer co-operation between the Bank and its
affiliated organizations and between the Bank and
other United Nations bodies such as FAO, UNESCO
and the Special Fund. The Bank had also agreed to
undertake several studies which UNCTAD had asked
it to make. The expertise acquired by the Bank gave
assurance that its contribution in that field would be
useful,

23, The very process of economic development
created increasingly heuvy debt repayment liabilities
for developing countries. The Bank had sought to
liberalize the terms of its own loans and those made
by developed countries; nevertheless the most ad-
vantageous loan conditions were still offered by IDA,
For that reason, the Bank was to be congratulaied
on having transferred $50 million to IDA during the
previous financial year. There could be no doubt
that IDA had an increasing role to play, and the ques-
tion of placing sufficient funds at its disposal was
one which deserved the full attention of the Bank.

24, The IFC had been a most useful instrument for
encouraging private capital investment, which was
increasingly needed in the developing countries, An-
other most praiseworthy step taken in that field was
the formulation of a draft International Convention
on Settlement of Investment Disputes, He wished
Mr. Woods every possible success in his efforts,

25, Mr. CHIBA (Japan) noted with satisfaction the
expansion of the activities of the Bank and its af-
filiates, which would make a notable contribution to
the balanced development of the world economy. It
was interesting to note that the Bank, while con-
tinuing to give priority to investment in infra-
structure, had begun to take a greater interest in
agriculture and education, fields whose importance
could not be over-emphasized,

26. At its annual meeting held in Tokyo in September
1964, the Board of Governors of the Bank had unani-
mously adopted two particularly welcome proposals,
one of which provided for the transfer to IDA of a
portion of the Bank's profits, and the other for Bank
loans to IFC. Another welcome initiative of the Bank
was the proposal to draft an International Convention
on Settlement of Investment Disputes, His delegation

awn up %/ United Nations publication, Sales No.: 65.ILG. 1. J

in its final form, as many developing countries as
possible would become parties to it,

27, He was gratified to note that the Bank, IDA and
IFC, together with the International Monetary Fund,
were playing an increasingly important role in the
United Nations Development Decade. Co-operation
between those agencies and other United Nations
institutions was being steadily strengthened: the
Bank, for example, had besen the executing agency for
nine pre-investment projects of the Special Fund, of
which six had already attracted considerable pro-
ductive investment, The co-operation between the IBRD
and the Special Fund was particularly valuable in
the sphere of infra-structure projects, which were
difficult to finance on international capital markets,
The Bank and its affiliates had also recently concluded
co-operation agreements with UNESCO and FAO; it
would be useful if the Council could be kept informed
of the implementation of those agreements, Lastly,
a Liaison Committee had been established in October
1964 between the United Nations and IBRD and IDA
for the exchange of views and periodical consultations
on aid programmes and plans; it would also be useful
if the Council could be informed of the activities of
that Committee., Such information would assist the
Council in fulfilling its co-ordination responsibilities,

28, Mr PEREZ LOPEZ (Mexico) referred to the
magnitude of the needs of the developing countries
and welcomed the flexibility shown by the Bank and
IDA in extending their activities to projects in the
fields of agriculture and education, while continuing
to give priority to infra-structure programmes. The
increased participation of the Bauk and its affiliates
in the financing of manufacturing industries, par-
ticularly through IFC, would also be especially fruit-
ful. The Bank's flexibility had been further demon-
strated by the interest it had shown in financing local
expenses of development projects and by its granting
of loans for the purchase of equipment and raw ma-
terials for industry in order to permit fuller use
of existing production capacity, He also noted the
support given by the Bank to the establishment of
regional groupings designed to broaden national mar-
kets. The extension of loans to State undertakings was
also a new factor to be welcomed,

29, He was glad to note the increasing importance
which the Bank attached to the problem of the de-
veloping countries' ability to make payments inforeign
currencies. According to the Economic Survey of
Latin America, 1963,7/ debt service for the Latin
American countries amounted, on the average, to
27 per cent of their export earnings, The IBRD agen-
cies could help to relieve the pressure which that
situation put on the balance of payments of the coun-
tries concerned, by extending repayment periods,
reducing interest rates and other charges and by
allowing an additional grace period. Debtor nations
for their part could reduce debt service charges
by avoiding commitments for excessive short-term
credits and concentrating on the execution of projects
which yielded or saved foreign currency.

30. However, an inflow of foreign capital would not
in itself guarantee economicdevelopment: the develop-

PR,




1362nd meeting — 26 March 1965 47

ing countries also had to have projects which were
sufficiently well thought out and integrated into the
national economic plan to be worth submitting to
foreign sources of financing, The preparation and
choice of projects was greatly facilitated when there
was a world programme of economic development
which took into account the relationship between the
different sectors of production. The Bank and its
affiliates had assisted greatly both in the preparation
of projects and in the formulation of national develop-
ment programmes, Short and long-term economic
policies were more likely to succeed if the developing
countries were able to stabilize the value of their
currency and maintain a realistic rate of exchange.

31, With regard to the draft convention on conciliation
or arbitration procedures for settling investment
disputes, Mexico made no distinction between domestic
and foreign investment, The Mexican Government
assured a "favourable climate" for both hecause
Mexico had never had any foreign exchange control,
its national currency had always been freely con-
vertible and its rate of exchange had remained stable
for eleven years, during which period the rate of
growth of the gross national product had averaged
6.3 per cent yearly, In addition, there had been thirty
years of political stability and domestic tranquillity.

32, His delegation would like to see IFC extend its
activities, in co-~operation with the private sector in
developing countries, both in the financing of indus-
trial projects and in the promotion of internal savings
through the establishment of industrial development
finance companies,

33, The Bank, IDA and IFC had so far succeeded in
aiding the developing countries, permitting them the
freedom of action necessary in order to avoid in-
flation or an excessive braking of economic activity.

34, Mr. Osman ALI (Pakistan) noted with satisfaction
the growth of the Bank's activities and its increased
flexibility, In illustration, he referred to the industrial
credit recently extended to India to enable manufac-
turers in selected industries to import components
and raw materials on a scale not previously possible,
His delegation would like to see the Bank and the
industrialized countries extend further loans of that
type, as they were of great help in making full use
of production capacity, thus stimulating export earn-
ings and domestic savings.

35, His country shared the Bank's view that agri-
culture was essential to economic development. He
was glad to note, therefore, the increasing emphasis
on assistance to agriculture in the Bank's activities,
However, the loans granted had so far covered only
the purchase of agricultural equipment. His Govern-
ment hoped that they would also be available for the
the purchase of fertilizers, which played a key role
in agricultural progress. Fertilizer production was
still far below demand in Pakistan; it was therefore
necessary to import fertilizers from abroad and
loans from the Bank would help to solve the resultant
foreign exchange problem.

36. Another commendable initiative of the Bank was
its decision to provide finance for local expenditure
on certain high~-priority projects. He paid tribute to
the Bank's efforts to persuade capital~exporting coun~

L

tries to soften the terms of their loans in order to
reduce the heavy debt burden on the recipient coun-
tries, The Bank was also to be congratulated for its
decision to vary its own interest rates according to
the nature of the assistance project and the financial
situation of the recipient country, Nevertheless, IDA
still provided loans at the most advantageous rate,
His delegation was therefore pleased to note that the
Bank had transferred $50 million to IDA and that
several Governments had pledged contributions to
the Association, Recent developments had shewn that
the Bank and its affiliates were fully aware of the
needs of developing countries and of how best to meet
those needs.

37, Mr, DJOUDI (Algeria) said he was pleased to
note that the expansion of the Bank's activities had
been accompanied by geographical diversificalion to
the benefit of Africa. Algeria was glad of the relations
which it maintained with the Bank and with IDA, and
it noted with interest the plan to spreadthe repayment
of loans over a period of thirty-five years, fo be
followed by a ! n-year period of grace.

38, The collavoration with FAO and UNESCO upon
which the Bank had embarked would serve to prevent
duplication of efiorts in the future, Agriculture was,
of course, a basic starting point, but education at
all levels was very important and was aprime concern
of Algeria, which allocated 25 per cent of its budget
to education, Where agriculture was concerned, Alge-
ria had taken an essentia: step by setting up manage-~
ment committees elected by the agricultural workers,
That action had produced encouraging results, Algeria
was looking forward with interest to the publication
of the study on the development of Africanagriculture
which had been announced, He agreed with the Presi~
dent of the Bank that the need was for administrators
and technicians; the Economic Development Institute
would help to solve the problem of training certain
administrators, With respect to project preparation,
he had noted the sending of missions of consultants
to advise interested countries; the question of col-
laboration by Resident Representatives in project
preparation had already been raised in the Technical
Assistance Committee and in the Governing Council
of the Special Fund, Thus, the activities of the Bank
combined with those of the Resident Representatives
would help in the formulation of projects and would
acquaint national administrators with methods of
drafting requests.

39. His delegation noted with satisfaction the Bank's
new attitude to the financing of State enterprises,
That change gave grounds to expect that the Bank
would not discriminate between developing countries,

40, In conclusion, he was pleased to note the im-
portance which the Bank attributed ‘o the decisions
of the Geneva Conference, and the cxpression of its
desire to collaborate with the Trade and Development
Board, to which it had recently submitted an initial

report. '

41, Mr. RAMAHOLIMIHASO (Madagascar) recalled
that the Bank, which had once been a reconstruction
agency, had now become an agency for develoyment.
At the United Nations Conference on Trade and De~
velopment, the Bank had taken a forward-looking
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position and had agreed to undertake a study of the
possibility of increasing the volume of private capital
for long~term, low-interest loans, and of establishing
a system for helping countries whose development
programmes were threatened by an excessive drop
in export earnings. That new orientation of the Bank's
financial policy would undoubtedly prove advantageous
to the developing countries and particularly to the
African countries, which were the last to benefitfrom
services provided by the Bank and its group of agen~
cies. The needs of the countries were immense and
ranged from agriculture, which was the mainindustry
of the majority of them, to industrialization. The
international financial institutions would each have
a part to play: the Bank for infra-structure, the
International Finance Corporation for industrial in-
vestment and the International Monetary Fund for
kalance of payments questions., Although the recent
rise in primary commodity prices had stimulated the
econozay of many countries, all primary-producing
countries had not derived equal benefit from the
increase. Moreover, the outlook for the future was
generally unfavourable, as a further deterioration
in the terms of trade was anticipated. The inter-
national financial institutions would therefore be
called upon to play an active part in all those aspects
of economic development, particularly in technical
assistance for the training of personnel and for the
preparation and execution of national development
plans.

42, Myr. RAMOS (Argentina) said that his country
attached great importance to the Bank's activities,
which had made possible the execution of large-
scale projects—~particularly in the field of electric
power and transport—for which private financing was
difficult to obtain and for which the developing coun-
tries' own resources were inadequate. It was also
encouraging to note that IBRD was giving its support
to projects related to the development of agriculture,
industry and education. The fact that the Bank had
made loans and transferred funds to IFC and IDA in
order to obviate certain limitations imposed by its
Articles of Agreement and * . speed up the execution
of those projects, was proof of the Bank's desire to
contribute to the solution of development problems.
The Bank was alsc to be congratulated for its decision
to vary its interest rates to lighten, where necessary,
the burden which debt service charges represented
for certain countries. He was also glad to note the
commencement of co-operation between the Bank and
UNCTAD. He wished to emphasize the importance of
the assistance rendered by the Bank in making in-
ventories and preparing plans for the development
of national resources: its impartial technical opinions
were particularly valuable for would-be investors and
they had recently been of great assistance in con-
nexion with the execution of Argentina's national
development plan. He concluded by congratulating
the IFC authorities on the clarity of their report and
on the success of their activities.

43. Sir Keith UNWIN (United Kingdom) said that the
Council was taking part in a veritable metamorphosis
of the United Nations, in which there was an increas-
ingly systematic concentration on the problems of
economic under-development. The establishment of

a permanent Conference on Trade Development should

not be allowed to obscure the work being done by
existing organizations, such as the IBRD and its
affiliates, whose functions were becoming increasingly
important. .

44, It was sometimes said that the Bank had been
established only for the purpose of repairing the
damage caused by the last war. That was true at the
start, but the situation had changed since then. The
recipients of loans totalling $5,000 million, by the
end of June 1964 were headed by India, then Japan,
followed by Algeria, Argentina, Brazil, Colombia,
Mexico, Pakistan, Thailand and Yugoslavia, Moreover,
the membership and the ontlook of the Bank had
changed, and the form and terms of its assistance
were no longer the same, The IDA had been estab-
lished to ease the problem of the indebtedness of the
developing countries, and he recalled that his Gov-
ernment had not only consistently given IDA its sup-
port but had provided the second largest contribution
to its resources and had supported the recommenda-~
tion contained in annex A.IV.5 of the Final Act of the
Conference,®/ which calledfor continued contributions,
The Bank itself was now in a position to vary some
of its loan terms in order better to meet the needs
of the financial situation of the recipient countries.
The member countries of the Organization for Eco-
nomic Co-operation and Development were also seek-
ing to achieve the same objective, The Bank had also
examined the Horowitz proposal and would soon pub-
lish a study on the joint proposal of the United Kingdom
and Sweden for increasing the resources available
for development.

45. In that connexion, he noted that the Bank and its
affiliates were concentrating increasingly on fields of
activity which had not hitherto attracted the attention
and investment which they required, particularly
agriculture and education, The IDA had introduced a
new Kkind of industrial credit and IFC, which was able
to lend to private enterprises without any government
guarantee, would be able to increase its contribution
when the Bank was authorized to advance funds to it.
In addition to the problem of resources there was
also the problem of the absorptive capacity of the
developing countries, and the assistance that the
Bank was affording to those countries in the prepara-
tion of projects and the training of staff was to be
welcomed, Regional banks also had a part to play in
regional development; the United Kingdom had pro-
vided assistance to the Inter-American Development
Bank and had promised it to the African Development
Bank, and was watching with interest the discussions
concerning the establishment of a development bank
in Asia,

46, The United Kingdom supported the Bank's pro-
posal for an international convention which would
establish a centre for settling investment disputes
between Governments and provide investors with a
machinery for arbitration and conciliation, Such a
centre would encourage the investment of private
capital, which was an important element in economic
development.

8/ See Proceedings of the United Nations Conference on Trade and
Development, vol. I, Final Act and Report (United Nations publication,

Sales No.: 64.11,B.11), p. 46,
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47. In conclusion, he stated that his Government
regarded the IBRD and its affiliates as essential
agencies in the multilateral development field. Their
consultative groups and consortia had made an ef-
fective contribution to development which could no
doubt be further improved., They had shown imagina~
tion and an ability to adapt themselves with flexibility
to increasing difficulties. An international institution
such as the Bank with a reputation for competence
and impartiality had an authority and a political in-
dependence which must often be the envy of Govern-
ments operating bilateral assistance programmes,

48, Mr. GELBER (Canada) said that his country
supported the change in emphasis in the Bank's poli-
cies, which brought to sound financial management
the flexibility needed in the present circumstances.,
He also welcomed the co-operation between the BRank,
FAO and UNESCO, which would allow a concentration
of efforts in the fields of agriculture and education,
that were of such importance for developing countries,
In genera., the expansion of the Bank's technical
assistance activities should be encouraged, Moreover,
the co-operation and co-ordination which the Bank
could provide would help to improve the efficiency
of the capital and technical resources now flowing
to developing countries. The Bank might also be able
to play a more active role in connexion with the more

important projects financed under bilateral aid pro-
grammes if full use was made of the potential in the
consortia and in the Bank's consultative groups,

49, His delegation considered that the Bank and its
affiliates had a great advantage in being able to com-
bine contributions made by Governments with those
made by private capital. He welcomed the measures
taken to enable IFC to borrow from the Bank itself,
which would help to increase its resources and give
greater scope to private initiative and private capital
in the work of development,

50. He also welcomed the additional flexibility in
the terms of the Bank's loans and particularly the
extension of loans to meet import requirements of
capital equipment, raw materials and components for
industry, for all too often industrial capacity was
far from being exploited to the full, In conclusion,
his delegation welcomed the fact that the Bank pro-
posed to transfer additional funds to IDA to enable
the latter to increase its volume of long-term credits
at low rates of interest. All those activities were
a clear indication that strong multilateral institutions
were an indispensable addition to bilateral assistance
programmes,

The meeting rose at 1.15 p.m.

Litho in U.N,
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Bauk would recognize the importance of State indus-
tries in the developing countries, andinthis connexion
he welcomed the statement by the President of the
Bank at the 1362nd meeting that he was re-examining
policy in that regard.

3. The difficulty of insufficient and inadeguately pre-
pared projects was likely to continue as long as there
was a shortage of trained personnel in the develop-
ing countries, He welcomed the Bank's readiness to
finance pre-investment projects and to give technical
assistance through regional seminars and the Eco-
nomic Development Institute, The close co-operation
between the Bank and its affiliates was an important
contribution towards fulfilling the objectives of the
United Nations Development Decade.

4, Mr, WILLIAMS (United States of America) ex-
pressed appreciation of the past achieverhents and
future plans of the Bank and its two affiliates. He
noted that, of the total record commitment last year
amounting to nearly $1,200 million, the Bank group
extended $380 million, or about 80 per cent, to de-
veloping nations, His Government was glad to see
that twenty-one new members had joined those insti-
tutions and welcomed the agreements between the
Bank and FAO and between the Bank and UNESCO,
which were already being implemented through field
missions., The Bank group's activities in education
deserved particular emphasis, Their value could not
be measured merely in terms of money since they

E/ SR.1363
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affected the whole development of the societies con-
cerned. His delegation therefore noted with pleasure
the credits for education extended by IDA to Nigeria,
Pakistan, the United Republic of Tanzania, and Tunisia
and the first Bank education loan to the Philippines,

5. The Bank continued to play an important role as
an executing agency for the Special Fund, No less
than twenty-one Special Fund projects had been placed
under its administration in the five years of the Fund's
existence. The Bank's technical assistance activities
were another important aspect of its operations,
Assistance in the preparation of national development
plans, measures to promote the establishment of re-
gional economic bodies and technical trainingcourses
sponsored by the Economic Development Institute
were all evidence of the Bank's awareness that de-
velopment depended on people as well as capital.

6, The replenishment of IDA's resources by addi-
tional contributions totalling more than $750 million
and by a grant to it from the Bank would assure the

continuation of its invaluable work. His Government

was pleased to.have subscribed $312 million of that
total. With those additional resources, IDA would be
able to continue to provide credits on liberal terms,
But, as the President of the Bank had stated, con-
sideration would soon have to be given to further re-
plenishment. It was noteworthy that the Bank itself
had liberalized its terms in appropriate cases by
lengthening loan maturities and grace periods., The
studies on development finance undertaken by the
Bank at the request of the United Nations Conference
on Trade and Development (UNCTAD) would provide
useful information and help Governments to decide on
policies.

7. He wished to draw special attention to the Bank
group's increased financing of industrial undertakings,
Over 20 per cent of the previous year's commitments
to the developing countries—approximately $180
million—had been made in that field, with which the
Council had recently been particularly concerned,
His delegation welcomed credits of the type extended
to India by IDA to meet the need for foreign exchange
with which to import component and spare parts for
capital goods industries, It also supported the Bank's
proposed augmentation of the resources of the Inter-
national Finance Corporation (IFC), which would lead
to further financing of industrial activities, The Bank's
willingness to organize and participate in various
consortia and consultative groups was a valued indi-
cation of its co-operation in assistance efforts, His
delegation was glad to hear that the Bank intended
to take the lead, as appropriate, in organizing addi~
tional consultative groups.

8. His Government intended to rely increasingly
on those financial institutions, It was proud of its
support fcr them and confident that they would make
still greatsr progress in the future,

9. Mrs, WRIGHT (Denmark) said that the activities
of the Bank and its affiliates had reached new record
levels, and the efficient use of resources had opened
up new prospects of assistance for the developing
countries, She praised the excellent training pro-
gramme of the Economic Development Institute, the

T R I v e e

diversification of activities and the efficient manage-
ment of the Bank,

10, She asked the President of the Bank whether
he could indicate the main points of the forthcoming
preliminary report concerning the United Kingdom
and Swedish initiative on supplementary financing
measures, and whether some further technical
guidance could be given to Governments regarding
development financing plans, to help them answer
the many questions raised in the report of the Bank's
staff entitled The Horowitz Proposal.l/

11, Mr. PITHER (Gabon) said that Gabon received
substantial assistance from the Bank and its institu-
tions for vital development projects. They benefited
both the rural and the urban population, and were
concerned mainly with deforestation and transport,
to enable food to be imported on a large scale. An
efficient infra~-structure of rail and portfacilities was
necessary for a modern integrated economy, and he
therefore welcomed the joint project of the Bank and
the Special Fund to build a railway to transport iron
ore from the Mekambo mines to a seaport near
Libreville,

12, Mr. QUAO (Ghana) expressed satisfaction that
many African countries had benefited from the ex-
panded activities of the Bank, and hoped that something
might be done in the future to alleviate the increasing
difficulties of many developing countries in servicing
loans, Despite increasing industrialization, agricul-
ture remained for many African countries the basis
of a sound economy, and he welcomed the joint efforts
of the Bank, its affiliates and FAO to promote the
diversification and modernization of agriculture, He
looked forward to the publication of the study of
agriculture in Africa south of the Sahara,

13, It was important to encourage the flow of capital
into the developing countries, and in this connexion
he hoped that effective assistance would be extended
to State-owned industries as well as private under-
takings. Countries should not be penalized for adopting
a form of government unpopular with investors, and
capital investment should be based on considerations
of stability and the safeguards available, rather than
the political system in the country concerned. He
therefore hoped that every assistance would be given
by the Bank to encourage capital investment in the
developing countries, He also hoped that some of the
Bank's experience and funds would be made available
to the new African Development Bank,

14, Mr. POLIT (Ecuador) said that, after the some-
what disturbing and depressing statement made by the
Managing Director of the International Monetary Fund
(IMF) at the 1360th meeting, it was encouraging to
hear the President of IBRD, The Ecuadorian Govern-
ment wished to congratulate him on the Bank's report?/
and on the impetus that he had given to the Bank's
operations, It was clear from the report thatthe Bank

1/ Transmitted to the United Nations Conference on Trade and Devel-

opment by a note of the Secretary~General of the Conference (TD/B/
C.3/1).

2/ International Bank for Reconstructlon and Development; Inter-
national Development Association, Annual Report, 1963-1964 (Washing-
ton, D,C.), and supplementary information Yor the period from 1 July
1964 to 1 March 1965, Transmitted to the Ecor :~ic and Social Council
by notes of the Secretary-General (E/3992 anc Aidd.%)
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was a real development institution, ready to finance
any project that would contribute to the economic and
social development of the requesting country, Between
July 1963 and 1 March 1965, the Bank had granted
103 loans totalling $1,945 million, an impressive
record,

15, There were some points, however, such as the
disbursement policy and extra charges relating to
loans, which left much to be desired, for they in-
creased the real cost of loans to the borrowing Gov-
ernments, The need for economic development to be
accompanied by social progress had been stressed by
several delegations, but no one had yet pointed out
the serious repercussions of the population explosion
on development in both those fields. An annual rate
of population growth of 2 per cent represented a very
serious problem for the developing countries, In the
case of Ecuador, it was 3 per cent, which meant that
the population would double in less than one generation.
Unemployment and under-employment were much
greater in those countries than could be judged from
the statistics, which included thousands of hawkers
among the employed. Finding work for the 30,000 to
40,000 persons who entered the labour market annually
in Ecuador was a serious problem. The situation of
Brazil and India in that respect was even worse, How
were those Governments to find work for so many
people? And how were discontent, social unrest and
political extremism to be avoided?

16, In view of the urgency of those problems, the
developing countries were naturally anxious to start
on their development programmes as soon as possi-
ble. It was therefore regrettable that they had to
wait so long after a loan was approved for the actual
payment to be made, In the meantime, they had to
pay the: commitment charge, which was really only
another way of raising the rate of interest on the
loan, He proposed that the Board of Governors of
IBRD should give the problem its attention as a matter
of priority., The report showed that only 50 per cent
of the loans granted by the Bank during the year
covered by the report, and only 30 per cent of the
loans granted by IDA, had actually been paid. The
delay placed Governments in an awkward position,
also., When a loan was approved, it was announced
in the local Press and the public expected work to
begin forthwith, When work did not start because
the money had not been disbursed, the public began
to doubt the Bank's intention to grant the loan, and
the Bank came in for criticism which was not always
justified. It would be better for the Bank not to an-

nounce approval of a loan until payment could be
made,

17. The high salaries paid to foreign technicians
were a heavy burden for the developing countries,
particularly as the technicians arrived before the
project was due tobegin inorder to check calculations,
That work might be done by local technicians, to be
selected by the Bank, or technicians from other de-
veloping countries, who did not expect such high
salaries, The additional cost of loans resulting from
commitment charges and the payment of high salaries
made loans from the Bank and IDA so much dearer
that Governments sometimes preferred to apply to
Private banking institutions or investors; although the

rates of interest were higher, there wereno additional
charges and the money was available sooner.

18, If the waiting period was radically reduced,
commitment charges could be practically eliminated;
or the Bank might use some of its $97 million income
to relieve the developing countries of that burden,
instead of transferring half of it to IDA. That would
reduce the real rate of interest on loans and improve
relations between the Bank and the debtor countries.
He was sure that the President of the Bank, who was
so deeply concerned to serve the interests of the
developing countries, would give those comments due
consideration,

19, Mr. DE GREGORIO (Chile) noted that the Bank
and its affiliates had again achieved a record level
of investments during the past year, His country
particularly appreciated the efforts which the Bank
and IDA were making to help the developing countries
in education and agriculture, If Ghile was to become
an industrialized country, it must produce an abun-
dance of cheap food. At the moment, agricultural
costs were high and productivity low; during the last
twenty years per capita agricultural production had
remained at $44 per year. To remedy that situation
the Chilean Government had initiated a comprehensive
programmie of land reform to be financed by special
additional taxes. In addition, the Bank was to provide
a loan of $19 million to the Chilean Government for
the improvement of agricultural equipment, and aloan
of $5 million to the Chilean Development Corporation
—Corporacidén de-Fomento de la Producecién (CORFO)—
for the improvement of milk production., Those loans
were an example of fruitful co-operation between the
Bank and the under-developed countries in the im-
plementation of specific projects, He hoped that trend
would be continued in the future,

20, A particularly welcome development was the
credits which IDA had extended to India for industrial
imports. They showed that IDA was not a static in-
stitution but was responding with imagination to the
real needs of the developing countries, He hoped that
in the future similar credits would be extended to
enable the developing countries to finance their ex-
ports of manufactures and thus be able to compete
with the industrialized countries, Also encouraging
was the assistance that the Bank and IDA were giving
to the developing countries in technical training for
they were quite unable to achieve their economic
objectives without an adequate supply of skilled labour,
That assistance coincided with the efforts which Chile
was making to improve educationat all levels, to com-
bat illiteracy and to raise the educational standards
of the workers,

21, Chile welcomed the liberalization in the terms
extended by the Bank and hoped that the Bank would
follow the recommendations adopted by UNCTAD.
It looked forward to close co-operation between the
Bank and the Trade and Development Board,

22, Mr. ARKADYEV (Union of Soviet Socialist Repub-
lics) said that his country was not a member of the
Bank or IDA but, as a member of the Council, felt
entitled to criticize their operations and to determine
how far they were in keeping with the United Nations
Charter, In spite of the remarks made by the President
of the Bank, Mr, Woods, it was clear that the Bank
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and its affiliates were doing little to encourage the
economic development of the developing countries, to
remedy the deficit in their balance of payments, to
combat their inflation or torelieve their indebtedness,
The terms of the loans extended by the Bank were
unsatisfactory and impeded rather than encouraged the
economic growth of the poorer countries, Above all,
the Bank and its affiliates were not laying sufficient
emphasis on industrialization, Those institutions were
advancing considerable sums for pre-investment sur-
veys and other academic studies, but what the develop-
ing countries required was assistance in constructing
and equipping factories,

23. At the same time, the Bank and its group
of affiliates were much more concerned with in-
frastructural investment than with investment in
industry proper. If the IBRD was really to live up
to its name and help countries in their reconstruction
efforts, it must change its traditional policy, In par-
ticular, it must abandon its bias towards private
enterprise and extend credits more readily to State
undertakings. Private enterprise ran counter to the
real aims of the developing countries because it
sought only profit rather than their advancement,
There was also a tendency to apply political pressure
on recipients and to shun countries with socialist
forms of government.

24. Many of the developing countries had complained
that the charges for loans were too high, The interest
rate of 5 1/2 per cent charged by the Bank was similar
to that charged elsewhere in the money market and
also tended to serve as a standard for credits ex-
tended by other bodies. The profits made by the Bank
were so vast that it could well consider reducing its
interest, The Bank resembled a commercial bank
rather than an international organization designed
to serve the developing countries,

25, He noted from the Bank's report3/ that a pre-
liminary draft Convention on Settlement of Investment
Disputes between States and Nationals of Other States
had been drawn up by the Bank and was being dis-
cussed by legal experts. However, such a convention
should rather be discussed by the United Nations
itself,

26, The same criticisms applied to IDA and IMF,
As the representatives of Iraq and Ghana had pointed
out, the former should do more to assist the State
gsector, while the latter had been more concerned
with currency difficulties than with the real problems
of development, The Fund was dominated by some
ten States seeking to preserve an outmoded monetary
system which benefited only themselves,

27. The Bank and its affiliates, as well as the Fund,
should adhere more closely tothe economic objectives
of the United Nations as defined in the Charter and
do more to provide real assistance to the developing
countries.

28, Mr, WOODS (President of the International Bank
for Reconstruction and Development) welcomed the
understanding and encouragement that had been voiced
for the work being done by the Bank, IDA and IFC.

_./ lnternational Bank for Reconstruction and Development; Inter-
national Development Associauon. Annual Report. 1963-1964, p. 12,

He was particularly happy that.the group's efforts to
improve the terms of loans to developing countries
had received strong endorsement,

29, The stimulating comments made by the USSR
representative were interesting., It was quite true
that the Bank group had given special importance to
assistance for laying an adequate infra-structure in
the developing countries, He failed to see how in-
dustrialization could proceed without such an infra-
structure, The group hoped to be able to expand its
activities for the promotion of industrialization,

30. It would be entirely wrong to assume that there
was anything in the policy of the Bank which would
preclude the extension of loans to such countries as
Indonesia, Ceylon and the United Arab Republic merely
because of the socialistic nature of the economies,
Indeed, Yugoslavia, which had the same type of econ-
omy, was one of the five or six largest borrowers
from the Bank at the present time, No applications
for loans from the three countries he had mentioned
were under consideration at present, but during the
past month a team had gone to Ceylon to advise the
Government on the best way to proceed with its eco-
nomic development programme., If the Bank group
were to help Ceylon, it probably would be through
technical assistance and the extension of credit by
IDA.

31, The philosophy of the Bank with regard to the
nationalization of private enterprise was very clear:
the Bank felt that reasonable compensation should
he negotiated, settled and paid within a reasonable
length of time. The Bank's concern with state-owned
industries was a concern with regard to the manage-
ment of those industries, The Bank was considering
that problem and hoped to be able to frame a con-
structive answer for it.

32. He felt proud of the figure of over $1,000 million
that the Bank had put into private industry, He himself
believed in private enterprise, but, as President
of the Bank, he recognized that loans should not be
denied to countries that had chosen other systems.

33. Being from a private-enterprise background, he
believed in competition, and believed it would be a
healthy thing if the Soviet Union would go into com-~
petition with the Bank group in providing finance on
more attractive terms, The Bank would be perfectly
happy for any country, anywhere, to put an industrial
structure on the infra-structure built W1th the help
of the Bank group.

34, It would be difficult to beat the Bank group's
effort, The $1,600 million made available to IDA by
the capital-exporting countries, which he had men-
tioned at the 1362nd meeting, had been in the form
of donations and it was being used to extend fifty-year
credits to the poorest countries, Those countries paid
no amortization or interest during the first ten years
and only 1 per cent amortization per year during the
next ten, the remaining 90 per cent being amortized
over the next thirty years, The only charge was a
service fee of 3/4 of 1 per cent. He would be happy
to see like terms of development assistance heing
extended by countries that were not members of the

Bank/IDA family, That would be for the good of the




developing countries, which was the sole concern of
the Bank.

35. He welcomed the support expressed for the draft.

Convention on Settlement of Investment Disputes be-
tween States and Nationals of Other States. He trusted
that Governments would shortly take action to bring
the Convention into force, and that the amendments
to the agreements between the Bank and IFC and the
Bank and IDA would shortly be ratified so that the
Bank could replenish the funds of the two other or-
ganizations, That would have the effect of increasing
the flow of capital to the developing countries, The
Bank was studying other measures also to achieve
the same purpose.

36, Regarding the two points raised by the Damsh
representative, he regretted that he was unable to
offer any detailed comment at the present time on the
proposal by the United Kingdom and Sweden; that
proposal was being studied by the Bank, and the

Secretary-General of UNCTAD was not dissatisfied.

with the progress being made., As to the Horowitz
proposal, the Bank would be prepared to join in dis-
cussions of it when it arose in later meetings within
its competence.

37. He welcomed co-operation between the Bank
group and the other members of the United Nations
family and trusted that it would increase, to the
greater benefit of the developing countries.

38, Mr., Saad KHALIL (United Arab Republic) said
that Mr. Woods had given the impression that no
compensation had been offered to the concerns that
had been nationalized in the United Arab Republic,
That was quite untrue, for the Government had offered
fair compensation in spite of the long and unfair
exploitation by those concerns,

39, Apart from that, the Bank was not entitled to
act as a trustee of foreign exploitation; it went even
so far as to take a stand against countries exercising
their sovereign right of nationalization, However, he
would like to draw attention to Mr. Woods' statement
that the Bank had at present no applications for loans
from the United Arab Republic, and that that implied
the Bank was ready to grant loans to his country, if
requested.

40, Although he had not intended to participate in
the present debate, as he had the floor he wanted to
make some remarks in connexion with the item under
discussion,

41, The rumour, to which the representative of the
United Kingdom had referred at the previous meeting,
that IMPF and IBRD — which had supposedly been
created to help the expansion of world trade and the
realization of world economic welfare — were mainly
alding the advanced countries, could be explained only
by the facts that were available; while the economies
of the advanced countries were flourishing and prices
of their exports were rising, the exports of developing
countries had a tendency to decline in volume as wel®
as in price, as had been indicated at the 1360th meet-~
ing by the Managing Director of IMF,

42, In order to rescue the pound sterling, international
efforts had been mobilized so that witlin eighteen or
twenty-four hours over $3,000 million had been sub-
scribed for that purpose, On the other hand, despite

the warning given at the same meetingby the Managing
Director of IMF, namely that the current year would
be a difficult one for the developing countries, Mr,
Khalil came to the conclusion that nothing whatsoever
was being done to offset those difficulties, All that
was done was to debate the problem here very nicely,
But that was all.

43, While the developing countries were still suf-
fering from a shortage of available loans to carry
out their development plans, astomshingly enough it
was stated in the report of IBRD that the Bank's

liquid position was such that it had been unnecessary
to raise new money during the year.4/ It was a strange
situation when the institution, which should devote
itself to helping the developing countries, had the
capacity to render greater assistance but did not,

44, The envisaged amendment that would enable the
Bank to transfer funds to IFC was unjustifiable, as
long as Governments of developing countries were in
need of loans, While he had nothing against private
enterprise—for every country was free to choose its
economic system—he wished to point out that the
jurisdiction of IFC was exclusively for aiding private
enterprise, The Bank, whose main task was to help
Governments, envisaged swelling the resources of
IFC; that could not be regarded as the proper step.
He himself had grave doubts about the way in which
loans were made by IFC; he would like to know ex-
actly what companies were receiving help. It seemed
more than likely that IFC was backing privately-owned
companies for the benefit of foreign investors, After
all, the net income of the Bank was partially the result
of guarantees given by Governments on granted loans,
The priority therefore should be placed on enabling
Governments to obtain the loans they needed before
thinking of diverting the resources of the Bank in
other directions,

45, The situation was deplorable. As had been pointed
out in the debate, action to stabilize currencies was
of little consequence to people who were starving,
and social-economic development was not possible
without financial help. It was intolerable that those
poor nations should not be able to obtain something
to which they were unquestionably entitled—the means
of furthering their economic and social development,

46, The PRESIDENT suggested that the Council should
adopt the following draft resolution:

"The Economic and Social Council

"Takes note of the report of the International
Bank for Reconstruction and Development and the
International Development Association and the report
of the International Finance Corporation,"

It was so decided,

AGENDA ITEM 7

Review and reappraisal of the Council's role and
functions

(resumed from the 1358th meeting and concluded)

47, The PRESIDENT said that agreement had been
reached on a text for inclusion in the Council's report
on item 7 of its agenda,

.é/!p_m__" po l7l
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48, Mr. KITTANI (Secretary of the Council) read
out the following text;

"A preliminary discussion was held on the item
'Review and reappraisal of the Council's role and
functions' and it was agreed to continue this dis-
cussion at the thirty-ninth session of the Council,
The . Secretary-General was requested to invite
States Members of the United Nations or the special-
ized agencies or the International Atomic Energy
Agency to submit their views on this subject, He
was further requested to transmit these views to
the next session of the Council along with such
documentation as would facilitate the discussion
in the Council and later in the General Assembly,"

49, Mr. ARCA PARRO (Peru) noted that there was
no specific reterence in the text to the suggestion
made by the representative of Argentina and sup-
ported by others that the Secretariat should prepare
a working paper on the subject for the Council.

50, Mr. RAMOS (Argentina) said that he was satisfied
with the text, The Secretary-General would presumably
include any relevant legal texts in the documentation
he was requested to transmit to the Council,

51, Mr, KITTANI (Secretary of the Council) said
that it would be for the Secretary-Generaltointerpret
his obligation to provide documentation, taking into
account the discussion in the Council.

52, Mr, WALDRON-RAMSEY (United Republic of
Tanzania) suggested that, in the last sentence, the
words "and later" should be replaced by "as well
as".

It was so agreed,

53, Mr, ARKADYEV (Union of Soviet Socialist Repub-
lics) proposed that the words "or the specialized
agencies or the International Atomic Energy Agency"
should be deleted,

It was so agreed,

The text, as amended, was adopted,

AGENDA ITEM 11

Financial implications of actions of the Council

54, The PRESIDENT stated that the Council's actions
at its current session had no financial implications.

Meetings between the Administrative Committee on':
Co~ordination, the officers of the Council and the
Chairman of the Council's Committee on Co--
ordination '

55, The PRESIDENT drew the Council's attention ;
to the fact that, in resolution 1043 (XXXVII), it had
decided that the next informal meeting between the
Administrative Committee on Co-ordination, the of- ;
ficers of the Council and the Chairman of the Coun- :
cil's Committee on Co-ordination should be held in |
the spring of 1965. Various considerations, however, |
made it preferable that the next such meeting should |
be held during the early stages of the Council's 1965 |
summer session at Geneva, f

It was so agreed.

Date for receipt of applications from non-govern-
mental organizations for consultative' status

56, The PRESIDENT reminded the Council that, ai
its thirty~seventh session, it had decided to convene
the Committee on Non-Governmental Organizations
in the autumn, rather than during the first three
months of the year as in the past. In a note submittec
to the Council at its resumed thirty-seventh sessior
(E/3997), the Secretary-General suggested that, as s
coasequence of such a decision, the closing date fo1
the receipt of applications from non-governmental
organizations for consultative status should in future
be 1 June, instead of 1 November as stipulated ir
Council resolution 288 B (X). The Council might wist
to adopt that suggestion,

It was so decided,

Opening date of the thirty=ninth session

57, Mr. WILLIAMS (United States of America) sug-
gested that in order to avoid clashing with the Unitec
Nations anniversary celebrations at San Franciscc
and the second Asian-African Conference at Algiers,
it might be advisable to postpone the opening of the
thirty-ninth session from 29 to 30 June 1965,

It was so agreed.

Closure of the thirty=eighth session

58, After the customary exchange of courtesies, the
PRESIDENT declared the thirty-eighth session of the
Council closed,

The meeting rose at 5.50 p.m,

Litho in U.N.

10144—May 196521



	B-E-1355
	B-E-1355-1
	biton0009A04
	biton0009A05
	biton0009A06
	biton0009A07
	biton0009A08
	biton0009A09
	biton0009A10
	biton0009A11
	biton0009A12
	biton0009B01
	biton0009B02
	biton0009B03
	biton0009B04
	biton0009B05
	biton0009B06
	biton0009B07
	biton0009B08
	biton0009B09
	biton0009B10
	biton0009B11
	biton0009B12




