*‘They wear coats and hats of iron. They do not
stay a minute in one place, but walk here and there.
They eat pieces of stone and drink blood. They
give two ot three gold or silver ‘coins for onc fish
or one lime. . The report of their cannon is louder
than thunder......their cannon balls fly many fur-
longs and shatter fortresses of granite.”

Rojavaliya, 18h cenury:

DON'T TALK TO ME ABOUT MATISSE

Don’t talke to me about Matisse, don’s talke 1o me
about Gauguin, or even

the carless painter van Gogh, ;

and the woman reclining on a blood-spread.. . .

the aboriginal shot by the great white bunter Matisse
with a gun with two nostrils, the aboriginal

erucified by Gauguin—the pbilis-spreader, the yellowed obesiyy.

Don’t talk to me about Matisse . . . : s
tbe European style of 900, the traditio of the studio
where the nude woman reclines forever

on a sheet of blood.

Talk to me instead of the culture generally—-.
bow the murderers were sustained

by the beauty robbed of iavages: 0 our remote
villages the painters came, and our white-nashed
meud-hut's were splattered wirh grnfire.

Lakﬂasa Wikkramasinha. 1975
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poods from abroad which they need
for their own development.

‘ t. Poor countries necd money o buy I

1. World trade is at the moment based on |

" pargaining power—which depends o
what you have o offer or threaten.
Tntil recently, the poot world has had
little with which to do cither.

5, The demand is also uncerrain and is
| acrually falling for many of the poor
| word's products. One reason s that

the rich world spends over Sr1,000
| million 2 year ob research jnto . mart-
made substitutes for mamral products
produced by the Third Waorld.

|

Ipade is therefore vital,  As the UN
Gencral Assembly has said, trade 15
“the peimacy inscroment of cconomic
development”’,  Poor countries already
finance 8o% of their own development
From their own work and their own
trade ﬂginus.__

30%
25% -~
20% —
|
15% 1 1 L _ll
1950 - 1955 1960 1865 - 1970

1. But the developing countries” share af
world trade has steadily declined from
302 in 1g5o o 185 in 1974, To make
matters worse, the price of their exports
hae fallen in relation to the rsing cost
af theie imports from the rich world.

#o4 of the poor woeld’s cxports ans
raw rmaterials like coffes, ted, copper,
jute, o, Often this dependence is a
legaey of colonial times, Many poot
countries are almost totally dependent
on just one or two of :il'n.-su paturnl
products.

The rich world is spending 2 decreasing
proportion of its inceeasing income on
vaw materials, A lirge fraction of the
oot of ordinary chocolates goes 1o the
producers of cocoa, but they receive
a very small fragtion of the cost of
“ Afrer Eight'" mints.

B e

6. Sopply of such agriculmural raw mote- |
vials can Fluctuate wildly. Bad weather
can wipeout a season’s work in the field.
Good weather everywhere can produce
i sudden ghat which brings world prices
mmbling down so that you produce
more and earn less,

its ownagriculrural products and imposes
tasees 2nd limits on imports of raw mates
riale from the Third World, The {
Common Market, for example subsl- |
dizes its own furmers in ondes to be
self-sufficient in agriculture.

| g. In addition, the rich world subsidizes ‘

l'_f:'a.r.lﬁ;:md on ingide back cover
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DIARY OF EVENTS

The Central Freight Burean wis success-
ful in getting the Cevlon-Contingntal
Conference to reduce freight rates on
eoconut oil by about 24 per cent. The
reduction will assist local shippers in
improving their competitive position in
the international bullk oil marlket,
Surveys for the first two locatons for
off-shore drilling in Sri Lanka's Northern
waters will be completed in a2 month’s
time, the Petroleum Corporation’s Chaie-
man announced at the opening of an
office for the of-shore exploration pro-
ject. A contract has been signed appoint-
ing Pexamin Pacific Inc. as consoltants
for the off-shore drilling programme.
The Imports and Exports (Control Act)
was amended in India by Presidential
Ordinance to deal efectively with offences
pertaining to imports and exports, in-
cluding misuse of import licences.

The Minister of Financc presented the
Budget for 1976. This is the sixth budpet
of the present government.

Developed countries as well as members
of OPEC, attending an FAQ meeting in
Rome confirmed their intention to' meet
the initial target of an International Furid
for Agricultural Development, of one
billivn Special Deawing Rights as origin-
ally proposed by Saudi Arahia, Tran and
other OPEC eountries. ;
The W.5. Senatc approves = $3,100
millign forelgn aid hill, having sliced
nearly §22e million intended for United
Nations projects..

The export duty on copra, coconut oil,

desiceated coconut and fresh eoconuts
was abolished in respect of export sales
of these items registered with the Coco-
nut Marketing Board.

The U5, State Department officially
informed the Director-General of the
.0 that the United States wasz with-
deawing from the International Labour
Organisation.

The price of an electiic bulb costing Rs.
3.92 was redoced to Rs. 3555 following
discussions between the officials of the
Ministry of Industries and manuficturers.

Angola is officially granted independence,
when the Portuguese High Commissioner
in Angola proclaims the foll transfer of
sovereignty to “‘the Angolan people,
who alone are qualified to decide how it
is to be exercised”,
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The £6,000 million United Narions® plan
te stabilise world prices will be debated
at the UNCTAD Session in Nairobi next
May, the UNCTAD Secretary General,
Dr. Gamani Corea announced in Geneva.
The scheme envisages regulating prices
and supplies by establishing reserve stocks
in the key commodities—coffes, cocoa,
tea, supar, cotton, robber, jute, hard
fibres, copper and tin, and gusranteeing
developing countries stable earnings from
their commodity exports and countering
higher import costs caused by inflation.

The U.N. General Assembly admits the
Comoros, 2 small archipelago of four
islands with a quarter of a million people
lying between Madagascar and the African
mainland, as the 143rd member of the
UTnited Nations,

The Six Nation FPeonomic Summit
Conference in France repched tentative
Agreement on new guide lings for world
trade and currency exchange rates, The
leaders of U.S., France, West Germany,
Ialy, 1K, and Japan participated.

The first consignment of erockery manu-
factuzed hy the Ceylon Ceramics Corpo-
ration fur export to Kowait was shipped
from Colombo. ;

Price control was re-introduced on a
number of eonsumer articles like mar-
garine and tooth paste and reductions
cffected on these items following dis-
cussions with Industries Ministry afficials
and manufacturers,

Finance Ministers from thirteen major oil
exporting nations (opec) decide in Vienna
to set up a muolti-million dollar fund to
aid developing countties,

The Minister of Trade left for Peking to
negotiate and conclude a bilateral trade
protocol for 1976 under the 25 year old
Sino-5ri Lanka Barter Agreement.

Three leading soap manufacturers agreed
to make reductions in their retail prices
after a discussion with officials of the
Ministry of Induosteies and Scientific
Affairs,

The IMF has approved the granting of
1.8 millivn units of Special Drawing
Rights under regular facilities and 21,75
million onits of Special Drawing Rights
under the oil facility (amounting to Rs.
285 million}, according to an annownce-
ment in the National State Assembly
made by the Minister of Finance.

(o]
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Towards Full Equalit.yin the 21st Cnl:y
Bargaining at UNCTAD

Thewell known American strategist
and futuralogist Herman Kahn pre-
dicted a few years ago in his best
selling  book  The Coming  Japaness
Super State that the zist ‘century
would be the century of Jipan. He
predicted that ]ﬂEm in a few decades
would overtake America and Western
Burope and would soon have the
highest standard of living in the
world, This book was widely re-
viewed, discussed and was generally
belicved in.

But a factor that Kahn had failed
to foresee was the dramatic increases
in the price of oil tifat would be
made by 4 section of the Third
World, namely the OPEC countries.
With ‘the fourfold increase in il
prices, the Japancse rate of growch
which had been soaring at an annual
rate of abour 149, and which had
given rise to predictions like those of
Herman Kahn, went into reverse
gear. Consequently for the first time
since the Japanese recovery, after the
znd World War, their growth went
negative and Japanese statesmen werd
soon rushing to Arab capitals, cap in
hand and head bowed low. This was
a dramatic demonstration of the
nature of the relationship of unequal
exchange between Third World coun-
tries and the affluent societies.

The latter’s affluence was created
by buying cheap Third World pro-
ducts like rubber and petroleum and
selling their products expensively to

Ecomomic Review, Deceuses 1975

the Third World. The United Nations
Conference on Trade and Develop-
ment was established in rg6s with
recognition of this fact,  les main

inspiration inidally came from the
Latin® Americans whose ploneering
efforts showed the falseness of con-
ventional analyses of trade.  The

THE ROAD

Before delegates from 150 countrics gee
together in the Kenyattn Conference
Centre, some of the pressing issucs hefore
them will alecady have been subjected
infensive nepotations Between consumer
and producer countries ar the Paria
Confercnce on intemational economie co-
operation and development in December,
Those delegations which are members
of the Group of 77 will also meer in
Manila, where the whole Group of 77
will come topether for @ discission of
matters ‘which, four monrhs later, will
be taken up in Nairohi,

UNCTAD IV ean, ctherefore, be seen
as @ unigue event which will allow the
inteenational community to  consolidate
and trinslate into nesotiited PrOETRmMmEes
many of the broad politieal fssues that
have been under discussion for o con-
siderable time, both within and outside
the United Nations system.

The chances of ‘achicving -concrete
results at Nairobi are inceeased hecause,
for the first time, g pre-Conference Nego-
tinting session is taking place before the
Conference meets: In this session, coud-
trics will haye the opporrunity to tahle

The Seventh Special Session of the UN is highlighted in many of the issues
which will be talcen up at Nairobi, where the foarth full UN Conference on Trade
and Development will meet from jto 28 May 1976, Although its results, in the
view of Gamani Corea, UNGTAD's Secretary-Generil, do not necessarily reflect
enmprehensive agreement on the substance of problems,
implementation of decisions which have aleeady been taken
Session has, in his opinion, demenstrated the political will of the international
community 1o negotiste certain key issues, This ia a significant and construc-
tive step forward which can help to break the apparent stalemate which has arisen
in recent years, between the poor and the rich, over development problems,

TO NAIRQOBI

Nor agreement on the
, the Seventh Special

recommenditions  on issucs  on which
they want decisions to be mken. At for
mer UNCTAD Confercnces, the time was
always too short to come to grips with
guch proposals and Frequently, therefore,
no decisions were roicked, . Hefore deles
gates meet for the final negotinting rounds
i MNairobt, however, there will be ample
time, since there Is more than one month
berween the end’ of the pre-Confercnce
session and the beginning of UNCTAD
IV, during which governments will have
an opportunity to consider the proposals
e,

The provisional Conference agenda
is short and includes nine major con-
cerns of UNCTAD, Within each policy
area, specific issues for negotimtion are
clearly fdentified. It can he expected
that the attention of the international
community will be concenrrated parti-
culacly on two jtems: DUNCTAD's
integrated programme for commodi-
ties and the debt burden of the deye-
loping countries, which threatens a
number of them with a slow-down or
even a standstill in their economic
progress,




main efforts of UNCTAD since then
have been to unite the Third World
against cxploitation,

The next UNGTAD conference
will be held in Nairobi in May 1976
and will be crucial for reversing this
exploitative relationship, The con-
ference coming in  the wake of
similar ones carlier like the United
Matinns conferences on Envicopment
(Stockholm), Population (Bucharest),
Raw Materials and Development
(New York), Food (Rome) and the
recent Special Session of the UN on
the New Economic Order is a pre-
lude to the new Third World stand
that will be taken at the coming
Non-aligned Summit in Colombo.
In November the Sri Lanka Associa-
tien for the Advancement of Science
held in  comjunction with the
UNCTAD, a five—day seminar on the
possibilitics of the New Economic
Dirder.

‘The UNCTAD Secrctariat, in a
backpround note, emphasises the
concept of collective self-reliance for
the Third World as the framework

EXPDRTS: VALUE, UNIT VALUE, PURCHAS

within which bargaining with the
West could be carried out, That this
process is not easy but depends on
correct strategy is borne out by the
fact that as recently as December
and, at the UN General Assembly,
the Western industrialised countrics
gither abstained from yoting on or
opposed a resolution designed to
change trade and investment relations
hetween rich and poor countries.
Only two weeks earlier six leading
industrial nations met in Francc in
what was deseribed as a “ganging
up” operation to consider measures
to resuscitate their ailing economics
but had not seemed inclined to pon-
der the problems of the developing
world at their summit. (See page 30).

In the following five contributions
we focus on some of the main view
points and issues on the contract of
bargaining that emerged at this
Seminar, a basic point of agrecment
being that UNCTAD IV will be a
very different kind of animal from
the previous ones.

Trade Trends UNCTAD
Secretariat’s View

A more optimistic hypothetical set
of calculations for 1975,made by the
UNCTAD Secretariat, shows that
the terms of trade would decline
sharply in 1975 for all groups of
developing countries, with the excep-
tion of the three larpe low-income
countries and the Biscprowing ex-
porters of manufictures which how-
ever remain far below the 1970 level.
The index of the purchasing power
of exports for these countrics would
drop toaround the 1970 level in 1975.
In particular, the export purchasing
power index of the developing coun-
tries with a per capila income of less
than $z50 would show a marked
decline from the already low 1974
fgure, reaching a level 19 per cent
below that of 1970. (Sce table below).

The bleak trade outlook presented
here is likely to be reflected also ina
seripus damipening of the real income
growth mates for most of the deve-
loping eountries in 1975-

NG POWER, AND VOLUME 1975 AND 1974

AND ILLUSTRATIVE PROJECTIONS FOR 1575 BY MAJOR DEVELOPING COUNTRY CATEGORIES

All other developing countries
Remaining countrics
o of which
] .
% By 3 | of which
e Ex zfx 58 33 2
B a4 gad =2 = e o £
3 53 & = WaE = 2. g Sl Z 5%
—_— = FLe = = i &
=& =88 £ HE& g eze  Lwal S Big
{-?.:"E = &b B GO H SUs | AGe| «® Hus
Exports in méﬂ:nft daollars &
( Value in 8§ Biilian) .
1573 101.1 38,0 Gz.5 16,3 4.z 20.5 L3 2.1
1974 2006 T20.0 R8T 37 fifi. 5 43.5 z Fash 2.%
Export unit value indexs
0= 100 ;
i 1973 : 158 154 146 131 150 153 142 130 6o
1974 330 193 e 161 230 238 ars 165 224
1975 343 fito 210 178 221 236 195 177 s0n
75 e 31§ Goz 104 165 176 1h2 151 157 i7z
Export purchasing powet index
(rg70 = 106} : )
2 1973 150 160 124 159 114 115 10% gz 1oz
1974 157 381 11 154 IIT 123 93 73 87
575" 187 366 111 160 100 114 81 70 713
1975** 180 179 07 161 84 gz 7L 72 (i
Export volume index
== 100
hwlﬂ; :I 118 g T1k I7L 107 113 101 -1 88
1974 11§ 114 110 18g 14 107 92 95 15

Noree: UNCTAD secretariir estiniates.

fa) The three large low-income countries,

s ffnrd-core” least developed connerics

(k)

Ecomxoac Review, DECEMBER 1673



UNCTAD IV and

for Sri Lanka
H. A. de S. Gunasekera

Profesior  Guissstera {s Seeretary,
Minittey of Planning aed Feonemic
A fairs.

UNCTAD has performed the role
of catalyst in organising the cfforts of
developing countries in their - legiti-
mate demand for 2 new international
cconomic frameworle based on the
freedom, independence and
sovercignty of nearly 150 nations
ofthe world. During the course of
history, internatiomal economic Y-
tems have been largely the creation of
a handful of nations which had the
military power and the economic
power to impose their will on smaller
nations. Thatage of Empire has gone.
We live in 2 more democratic era—in
-an age of the common man. Ttis true,
both of individual nations as well as
the catire community of nations.

Decisions taken by a few are being
superseded by decisions taken by the
many; in other words, by the vast
majority of nations representing man-
kind, both rich and poor, UNCTAD
has played a crucial role in providing
points of focus in the long struggle
to achieve a desirable international
economic order, particalarly for the
developing countries, In terms of the
hist of organisations, UNCTAD
is still a very young organisation.
Its task has only just begun.

What we see today in the form of
demands for the establishment of a
new international economic order is
nothing less than the demand of the
depressed and oppressed nations of
the world for a framework of laws,
- rules and regulations governing the
international economic system. Owver
the years, the task of building up
a system of law and institutions
within each nation has been tackled
fairly and satisfactorily. ‘This has
eluded mankind, however, in the

international context. We see today-

the stirrings of a movement to pro-
vide a global apparatus of law in
various spheres. In the political
sphere we have the rudiments of a
system of international law. There
are institutions to conciliate and
arbitrate on matters in dispute bee-

Ecoxouic Revisw, Decommn 1975

Implications

tween pations, Tn the economic
sphere we are now in the midst of
formulating a corpus of accepted
rules made by the parties concerned
and not formulated for them by
others. The weakness of the inter-
national ecopomic system which
cmerged after the last World War
lay in the fact that it was the product
of the efforts of only a few countries.
I think it is generally agreed that the
global economic system, the decline
of which we arc all observing, has
served the world to some extent in
that it ensured an expanding world
cconomy, during at least a part of its
time. The benefits of this expanding
world economy were however con-
centrated among a few countries.
While it is important that we ensure
economic expansion, we also need a
system that will include in it elements
of a proper and just distribution of
the benefits of such expansion. It
should also maineain the languape
of priotities, which will eliminate the
wasteful features of theaffluentsociety.

Concern with life styles

The debate on the estahlishment of
4 new international economic order
takes place at a time when there is
greater consciousness of the relation-
ship between man and pature, The
cotite question of the Environment
which was so lucidly elaborated dus-
ing the procesdings of the Stockholm
Conference was nothing less than a
clarification of a new relationship
between mankind on the one hand
and ratural resources on the other,
The old economic ordéer had no
cooception whatever of any “limits
to growth”, Science and technology
may have the means to tackle the
questions arising from the depletion
of non-renewable resources but that
is not the whole of this problem.
There is also the quality of life. The
question of life styles is now in-
creasingly the concern of both deve-
loping and developed countries. Con-
servationists the world over are in-
volved in working out hypothetical
life styles which can be sustained
by mankind without reducing the
quality of life. I consider this a parri-
cularly appropriate exercise for the
developing countries as they obvious-
ly cannot imitate the patterns of
conspiceous consumption of the

affluent countries, Moreover, the
developing countries have to provide
the jobs for larg= numbers of their
increasing populations at a time when
they are faccg with a severe scarcity
of eapital resources to provide the
wherewithal for employment-creation,
The subject of Scicnce and Techno-
logy is a major area which will con-
cern. UNCTAD IV and I would
think that this most appropriate
field should be considered by the
developing countries in the context
of their concern with life styles,
employment-creation, income distri-
bution and integ-ated rural develop-
ment for the developing countries.
Only then will it have a significant
meaning for the vast majority of the
poorer populations of these countries,

Commodities crucial

A major area of UNCTAD’s con-
cern is that of commadities, ‘This is
one of the key development issues of
our time. The role of commodities in
the economic development of the
developing countries is crucial and
UNCTAD's continuing interest in

,this subject is most welcome. As a

resule of the recent energy crisis,
there is a greater awaireness AIOng
both developed and developing
nations of the importance of commo-
dities in correcting the imbalance
that exists between the North and
the South; between the “North®
that represents the world’s deve-
loped or industrialised countries, and
the “South™ which cncompasses the
less developed eountries, ranging
from the newly rich but non-indus.
trialised members of the OPEC, to
the poorest and least developed
countries of Africa, Asia and Latin
America, The potential exists for the
countries of the Third World to
obtain greater resources through com-
modities, This is clearly shown
in the fact that a 159 general
rise in price in real terms for commo-
dities exported by them will more
than exceed the total resources flows
in the nature of official development
assistance (ODA) which they now
receive from the developed conntries.
UNCTAD's integrated programme
on commodities is an imaginative
approach to this question. In the
international sphere, it obviously
takes time for this sort of radical and
innovative approach to he imple
mented. It requires a palitical will®
the dimensions of which we have
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not so far witnessed in the global
dizlogue that is now taking place.

Tt is therefore appropriate that
UNCTAD is pursuing its ongoing
work on individual commodities so
that such a disaggregated approach
could ultimately result in an aggre-
gation of principles which could
ultimately be formulated into a Gene-
ral Agreement on Commodities.
I would consider UNCTAD’s pro-
posals for a Buffer Stock Scheme and
a Common Fund to finance such
buffer stocks as being within the
power of developing countries to
bring about. It is most important
that in international bargaining the
developing countries should con-
sistently and continuously foster and
strengthen its growing solidarity by
the establishment of mechanisms for
this purpose. The Dakar Conference
on raw materials constitutes in this
context an important landmark in
the history of relations among deve-
loping countries. We should now
pursue the achievement of those pood
intentions expressed in the Resolu-
tions at Dakar through the negotia-
tion of sobstantial agreements “at
UNCTAD IV. Our own Minister of
Finance speaking at the 7th Special
Sessinn of the United Nations, made
an imaginative and realistic proposal
when he suggested the use of gold
in the TMF reserves, which dre now
earmarked for disposal, to finance the
Bufer Stock Scheme, as enunciated
by UNCTAD. I would like to bting
this proposal to your ateention, If
the developing countries are pre-
pared to sct apart a portion of the
funds accruing to them throngh
gold sales, the UNCTAD Fund tor
the financing of buffer stocks could
easily become a reality very sood.

Before 1 leave the subject of com-
modities, I should like to refer briefly
ta the commopditics of interest to us
in Sri Lanka, ‘Two of the five com-
modities isolated by UNCTAD for
carly action under the Programme,
namely tea and rubber, account for
2/3zds of Sri Lanka's export carnings,
and the Programme is clearly of as
much importance to Sri Lanka as to
any country in the world. In this
context, let me refer bricfly to our
own expericnce,

Firstly, how have the earnings from
Sri Lanka's exports of tea and rubber
behaved over the last decade, or 502

6

In terms of export quantity the
answer is casy. From 1962 to 1974,
for example, exports of tea fell by
108/, and those of rubber increased
by 27%. Fluctuations in export
quantity were small: s B Siend e Gl
about their trend valaes for tea and
rubber, respectively.

How prices moved is far harder
to determine, and depends on how
they are measured. If we look at
rupee prices We obtain the very
pleasing answer that the price of tea
increased by 39%, and that of rubber
by 102%. If we use the now familiar
dollar/SDR price, the answer is less
satisfactory: 2 fall of 189 for tea and
a rise of 20", for rubber.

This, however, doss not indicatc
how the purchasing power of our
two major exports fared over the
period,  Our cxports ultimately are
only of benefit to us because they
permit us to purchase imports, and
our export prices can therefore only
be meaningfully cxpressed in terms

From 1962 to 1974 the real
prices of our tea and rubber
in fact fell by 71 %, and 587,
—dramatic falls by any
standards.

R T S T P
of import prices. Standardised by

an index of impost prices, we sec that
real prices of tea and rubber in fact
fell by 717 and 58%;-—dramatic falls
by any standards particularly when
it is realised that the figure for tea
represents an average compound rate
of decline of Tef) per angum.

Tt might be thought that by taking
1974 prices I have over-estimated the
extent of the decline. This is true to
some cxtent, but the real price of
tea had already fallen to just 42%
of its 1962 vahie in the more normal
conditions of 1973. Rubber was not
far shott at 47%-

Compared to this decline, fluc-
tuations in price have been small.
For tea, real price has fluctuated by
an average of less than 69) about its
trend, rubber by about 99.

When assessing the relevance of
commodity policies in Sri Lanka, the
nature of past price movements and

likely trends must be kept constantly
in mind.

In talking of price movements,
T have, talked as is conventional in
quantitative terms about long-run
price trends and short-term flue-
tuations., This leads me on to the

second aspect of commodity earnings

which T would briefly like to touch
uPﬂﬂ.

Implicit in most of the recent
international resolutions pertaining to
commodities has beent an acceptance
of the aced to change the terms of
trade in favour of the less developed
countries by increasing the prices of
the commodities which they export
compared with the prices of the
goods which they import. Yet this
resolve has invariably manifested itself
in proposed measures aimed at the
reduction of commodity prices flac-
tuations rather than at the long term
increase in price.

Take for example the Interim
Report of the Commonwealth Expett
Group—The MclInture Report, The
Report sets out eight gencral liﬂn_
ciples which it considers could be
applied in working out a demiled
commodity policy. Seven of these
are directly concerned with or would
result in raising the real value of
commodity exports; onc s con-
cerned with commodity price stability.
Yet in the discussion of possible
measurcs, the Report devotes three
pages to issues of stabilization,
one page to indexation which
they ‘sec~ at best as. a mcans
of maintaining the real value
of commodity exports, and makes no
mention whatsoever of increasing the
real wvalue of commodity exports.
This is certainly inadequate for the
developing countries.

The issue of commoditics has
several dimensions to it. It is on the
production and export of these com-
modities that we in the developing
countrics depend for our external
resoicces. It is in relation to commo-
dities that the IMFE, the IBRD and the
various forums of the United MNations
have taken up the guestion of com-
pensatory financing. There have been
notable developments in this sphere.
I would, however, consider the initia-
tives so far taken to provide the
necessacy compensation for the poorer
developing countries to mect their
day-to-day ~commitments 4s being
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inadequate for the achitvement of
even extremely limited goals, The
balance of payments of the develop-
ing countries have deteriorated to an
extent that the poorer countries are
now facing problems of 4 miagnitude
which threaten their very survival.
At this point it is relevant to
fuestion the criteria adopted by the
IMF in determining the grant of
balance of payments assistance. Much
has happened since the Breton Woods
pionzers talked of “fundamental dis-
equilibrinm™,

UNCTAD’s latest proposal for the
creation of a further oil faclity is
most opportune, Time is however
of the essence. There should be a
sensc of urgency in pursuing a pro-
posal like the Development Security
Policy. These are areas of inter-
national action which brook no
delay. The Gth Special Sessian of the
United Nations identified a pro-
gramme of action to benefit the most
seripusly affected countries. Within
the last two years, there has emerged
a 4th World of Most Seriously Affected
countries of not less than a billion
people, nearly onefourth of man-
kind. In all the proposals of TINC-
TAD for commoditics and for the
improvement in the terms of trade
nng increased resource flows, priority
attention should be diverted to this
one-fourth of the world's population.
It is an unfortunate fact that South
Asia s the region that has suffered
mostas a result of recent international
ecofomic development.  The ath
World is not far away from us, It is
very much here with us on our door-
step. It is also an unforrunate fact
that some of the poorer countries are
not necessarily countries which have
economic significance to the deve-
loped countries. These poor countries
are not always well endeowed in essen-
tial raw materials like oil. They are
in fact even short of the most basic of
commaodities such as food. Their
pet capita incomes are so low that
they do not constitute major targets
for direct foreign investment of the
developed countries. They do not
also provide substantial markets to be
provided with special schemes of
assistance from both the developed
and the richer developing countries,
motivated largely by a hymanitarian
purpose,

One of the encouraging features in
this regard is the recent so-called
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“povetty orentation” in the aid
policies of developed countries, so
that such policies meet bhetter the
needs of the poorest countries. I
would consider that commodity and
aid policies of developed countrics so
far as they affect developing countries
are complementary rather than exclu-
sive of one another, Improved
prices for commodities would ensure
that benefits accrue mostly to the
richer developed countries particu-
larly those countries rich in the
production of metals and minerals, I
understand that at the recent 7th Spe-
cial Session of the United Nations, in-
dexation was being thought of only
in terms of the export prices of metals
and minerals :1_115 not of prices of
agricultural commodities, Aid policis
can be oriented in such a fashion that
their main thrust is directed towards
poorer developing countries which
cannot benefit from immediate in-
creases in the price of commodities
they export. I would like in this

P P A T e SR
What is necessary is the
political will to break thro-
ugh age-old prejudices and
develop flexible economic
policies to meet the new
challenge of our times.

e e SR T s

coanection to refer in particular to
the intercsting developments under
the Lome Convention, There are
clemests in this Convention swhich
are certainly useful in establishing
an improved relationship between
developed and developing countries.
Unless conventions of this nature are
globalised they are bound to consti-
tute dreas of friction among the deve-
loping countries themselyes, The
solidarity of the developing countries
1s now sufficiently strong to idenrify
their mutual interests so that ic is
not possible for the developed coun-
trics to weaken this solidarity by pre-
ferential arrangements which conld
tend to Lie to some extent divisive.

1n Aid policy we have long referred
to the Pearson target of o.7 per cont
of GNP being diverted by the deve-
loped counttics as O.D.A.  This
target has not been achieved. It is

still around o.3 per cent, T would
lilke to raise the issue here whether
it is not possible at least to get the
developed countries to divert that
amount of resources which they
would be obliged ideally to channel
to the poorer developing countries if
they work on the basis of a global 4
per cent target. A global .7 per cent
target would involve an increase of
more than TU.S. $1o0 billion from
present levels—more or less o doub.-
ling of aid levels. But if one con-
siders only poorer developing coun-
tries as an urgent target, and with
only half the populition of the deve-
loping countries living there, an in-
crease of aid by T0.S. $5 billion might
meet their urgent demands,

I think that we should parri-
cularly address ourselves to issucs
which should be raised at the
proposed UNCTAD Conference to
mitigate the debt burdens of poorer
developing  countries, In  this
connection, it has to be home in
mind that all foreign sid, comp-
ensatory Anancing, the Qil Facility,
the Third Window are ar maost
stopgaps  until very  fundamental
solutions are evolved. In the seqrch
for fundamental solutions, it is neces-
sary to identify the canses of the
present crisis. Amongst these causes,
twa stand out prominently, i.e. world
inflation and cartelisation. Indeed if
developed eountried control their
inflation about half our problems
will be solveel. The establishment of
an automatie link between additional
real resource transfers 4and increased
international liquidity is another area
for priority action. * The reform of
the intcrmationsl monstary system
concerns UNCTAD intimately as the
climate for development is grievously
affected by the vagaries of monetary
relationships.

Although the prospects for Trade
and Heonomic Co-operation among
developing  countrics are  enor
mous many of us have been content
merely to pay lip-service to the idea,
There are complementarics in onr
economies whicl lend themsclves to
2 gredter degree of integration in
trade, in shipping, in industrialization
and several other fields,  What is
necessary is the political will to break
theough age-old prejudices and deve-
lop flexible economic policics to meet
the new challenpe of our times.
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I should like to take litcrally
the thrust indicated by the title
given to my address, This is,
*The Changing International Eco-
nomic Order and UNCTAD IV”,
and it carries with it the important
implication that UNCTAD IV ought
to be a very different kind of animal
from previous UNCTADs, and that
this has something to do with the
course of economic events in the last
few years. If that is what is expected
of me—and T have chosen to interpret
that unilaterally—then I think it
would be important that we try to
take stock of what previous UNC-
TADs were about, whet they tried to
do, and what they succeeded in
doing, I suspect I was called upon to
discharge this particular role becanse
in one capacity or another [ have had
a great deal to do with all those
UNCTADs, first as a staff member
right at the beginning, and subse-
quently in various national capacities.
But I think it is important to get an
appreciation of what happened in the
past before we go to UNCTAD IV.

UNCTAD'S 0ld Goals

As far asiwhat T may call the old
goals of UNCTAD were concerned,
there were really three elements that
deserve mention, The first of these
has been the focus on what has been
called the trade gap of developing
countries. [ remember at UNCTAD I
this stood at something like =20
billion U.5. dollars. In other words
if by 1970, and UNCTAD T in 1964,
the international community could
not come up with a combination of
trade and aid measures that would
transfer the equivalent of 20 billion
dollars to devglcrping countries, then
the growth target for that particular
development decade of § %, per annum
growth in the GDP could not be
realised, That was the first major
premise of UNCTAD, of all UNC-
TADs in the past.

8

\ countries were saying,

and UNCTAD IV

The expectation—and
the second element for bringing
about this transfer—was through
a sort of gentle process of
petsuasion. I do not remember the
sort of intervention that Dr. Prebisch
used to make in UNCTALD in those

days. His main burden was that all

of this was going to be costless to
developing countries. That 20 billion
gap really did not require even the 19
development assistance target which
we now have: aud in terms of the
thinking of that time it really required
no more than one-tenth of the 1%, of
the increment in the demand for
commodities exported by developing
countries to developed countries. In
other words, if barriers had been
reduced to permit of the absorption
by developed countries of as little
as onetenth of 1% of incremental
exports of developing countries, then
this, together with some modest
assumption about aid, would have
done the trick. So the task in the
thrust of all the appeals in the past
was, “this was going to cost you chaps
very little indeed™.

And the third element  that
characterized those discussions was
that when developing countries
backed Dr. Prebisch in this kind

of appeal they were told, “go
ahead and mobilise domestic re-
sources”. So it became a sort of

ding-dong match. The developing
countries were asking for something
very little indeed and the developed
*Really we
eannot give you whatever mess of
pottage you are asking for; go ahead
and put your own houses in order
and then you will really be in a
position to benefit from a better
trade regime”. So thosc three
were the poals that UNCTAD I,
UNCTAD II and UNCTAD TILin
one way or another developed.

The Results
—UNCTAD I

I have only used illustrations of
UNCTAD 1. Now for the results of
UNCTAD I—Whenever anyonc asks

this is

For something by way of assistance
to the Third World, they usually
get an institational framework—a
committee or a set of committess.
50 that was what happened in
UNCTAD I. A new mechanism was
born; there were johs for the boys;
some of them swere good, some of
them perhaps not. Anyway within
that framework you had a set of
studies. ‘That is the second sort that
gets thrown to developing countries
when demands were made, and thesc
studies were enormously useful and
helpful.

Let me list just two or three
of them. The very first one which
comes to mind was the study of the
state of developing countries in
international monetary reform, and
that really was the first occasion when
the famous link that Prof. Gunasckera
talked about came into international
attention. It was an expert group
convened by Dr. Gamani Corea,
then my boss and now Secretary-
General of UNCTAD, which gave
birth to this motion of the link but
driwing again on ideals that were
turned out before—z or 3 years
hefore that—by one or two acade-
mics.

The second idea that was
tossed out at that time was the
notion of general preferences. People
had heen accustomed to the ideq of
Commonwealth preferences, ie. pre-
ferences granted to a particalar group-
ing of countries, and the idea was
that these should be generalised and
made available on an across-the-
board basis to all developing coun-
tries—a tariff cot across the board to
every dcveloping exporter.

The third idea—and thisis relevant
in the context just mentioned by Prof.
Gunasekera—was really Dr. Pre-
bisch’s version of Dr. Kissinger’s
“Development Security Facility”, But
the basic idea was the same. When
dt:-r:lotiiug countries draw up their
plans they are obliged to take a view
of two things—a forward view of
their export earnings and a forward
view of their aid expectations. In the
imperfect world we live in there is
nothing very much you can do about
aid except live with it on an annual
basis. As far as exports were con-
cerned, the idea at that time was to
give an insurance, 5o to speak, to the
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exportexpectations underlying a deve-
lopment plan. If those export expec-
tations were unfulfilled, then the plin
itself would have to be scuttled, and
that was the iden which was sub-
jected to intensive study. And for
reasons | shall come to subsequently,
it was an idea which remained still-
hom until Dr. Kissinger chose to
give it a modern dress and a new
name called “The Development Secu-
rity Dacility” designed to meet pre-
cisely the objective that Pr. Prehisch
then had in mind. So these were
UNCTAD I’s ideas that were on the
agenda for study.

—UNCTAD IT

UNCTAD 1T was o failure basi-
cally. Tt was such a failure thar Dy,
Brebisch quit: he maveuwp. One of the
thinps he was pressing for at that
time which T have alluded to—the
Supplementary  linancing  Scheme
which had been studied to death
between UNCTAD T and UNCTAD
IT—was abandoned for lack of the
necessary fnance. The guestion of
preferences was taken a stage For-
ward, a firm commitment was made
on principle but no action yet; the
action took place between UNCTAD
IT and UNCTAD TII, and that action
again can be viewed as not being in
any way a real concession to deve-
loping countries.  The sorts of
qualifications made to the appli-
cation of the priaciple of seneral pre-
ferences were such that it could be
atgued that no major burden or
adjustment was imposed on the
developed countries thar were called
upon to absorth imports from the
developing counntries. ‘There were
certain cut-off limits to exports that
could be permissible. So preferences
_ was no réil gain and supplementacy

financing wis a “dead dock™.

—UUNCTAD III

A far as UNCTAD TIT was con-
cerned, the emphasis moved to a
slightly different area. If developing
countries could not at least ger the
sorts Of minimal things they were
asking for, then perhaps they might
be allowed the ?uxury of rubbing
shoulders with the people who were
taking the decisions, Decision-
making internationally became the
major focus of UNCTAD HT, and
that in the specific contest of inter-
national monetary reform. As many
of vou will he aware, international
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monetary reform in those days con-
sisted of 1o countries sitting round a
table taking decisions on matters put
to them and then placing them hefore
the rest of the world community as
a fait avcompli which would then he
dutifully endorsed.  What we did
have—and rthis is where UNCTAD
contributed the major political thrust
—was what eame to be called the
“committec of za* (i.c. the 1o deve-
loped couontries, onc make-weight
developed country, Australia or New
Zealand, and g developing countrics)
who were then permitted the luzury
of sitting in onc room to take a view
of international monetary issues that
would hopefully have taken the
interests of developing countries into
account, So, the major break-through
of UNCTAD Il in Santiago was
really the permission, 1f you like,
tor developing countrics to take part
in a process of decision-making on
vital matters—International monetary
matiers—which hitherto  had been
the prerogative of the rich countrics.
How successful that particular piece
of institutional machinery was 1 shall
cote to in a moment. By that time
the Jink issue which had Been started
up in UNCTAD T had matured
considerably. A preat deal of work
had gone into it in the UNCTAD
sccrefariat and in the Fond.  But
instead of getting the link at that
point we got & committeg,

Dangers of first
three UNCTADs

So that sums up the resolts of
the first three OUNCTADs, and
m trying to look  around for =
way of doing that better than I
have done, T was driven 1w
something which was presented to
the 7th Special Session of the General

Assembly by an outfit called the Dag

Hammarskjoeld Foundation, This is
a group of independent researchers
working uwnder the auspices of a
foundation set up in the nante of the
first Secrebiry-General of the United
Mitions, and this is what it says which
the Third World must avoid in the
tuture. It savs'that the Third World
must avoid the institutionalised men-
dicanecy, the danger of the first thres
UNCTADs, the illusion of pater-
nalistic partnership without rears,
the real natare of the Pearson Report
and the real danger of the World
Banl’s pressing theme of redistzi-
bution: with growth and the sterile

construction of desirable year zooo
models withour specifying concrete
initial steps and subsequent sequences
for moving towards them as exempli-
fied in the Lima Charter of UNIDO,
This, in capsule form, is an indietment
of fast approaches to the question of
International economic diplomacy,
whether in UNCTAD or clsewhere,

The role of
UNCTAD IV ;

This brings me, to the pew rolz
that I think—and this is a perspnal
view—would be  expected  of
UNCTAD IV in the contest of
the changing international economic
order. This role 1 think, is again
having three major elements. In
a large measure—and this is ‘my
first point—the problems are
uachanged  except in  magnitude
and in composition. Let me go hack
to. magnimades first becpuse this is
important to get a focus on the new
thrust that is tequired:

Dr. Prebisch’s. 20 billion dollars
for 1970 has now hecome 100
billion dollars for 1980, This is

the latest UNCTAD projection,
and 7oo  billion dollars is  what
ope needs by way of overall re-
sources—trade and aid taken together
if the new Development Decade
target 0f 6497, per yearis to be achicved
—6Y against the 5%, for the previous
decade. This roo hillion—and I am
going on the basis of the projections
I have seen—means something really
like 6o billion in 1974 dollars. The
way: these things are done iz that
you work with base year magnitudes
and values and make an adpustment
for inflation. So while the 100 hillion
compares. with “Dr. Prebisch’s zo
billion if one is looking at it from
today’s srandpoint, it is in the order
of 6o billion. And in this game of
projections a muimber of outfits are
involved and UNCTADs eflorts are
complemented by those of the Bank.

Before T pet to those details 1 think
one important thing that stands our is
that the Too billion is nor the sort of
figure that ean be met by ajd efforts
alone, and that is the basic point—
the 'differenice. betwesn the furire
and the past.  That 1oo bhillion
ampunts to something like 1.3%, of
today's projected GNP of the deve-
loped world in 1980, Tralso amounts
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to something like .79 of their GNP
by way of official development assis-
tance. 'This is the point of the 3%,
target we were talking about, and
what Prof. Guaoasekera referred to
as not yer achieved, which was to be
achieved last year and which is only
achieved to the extent of .3%,. The
argument here is that if by 1980
developed countries must set up
their will and ¢ffort and get the 7%,
they will have discharged their official
assistance obligations 5 years late no
doubt, but discharged them leaving
the balance over for trade measures.
But if you apgain take the realistic
assessment—and then you have to
go to the World Bank for their
in-house studies—you will find that
there seems to be no hope
whatever of getting that .7%,. Their
projections in fact imply a decline
from todays .3 %, which Prof. Guna-
sekern mentioned, to something like
.2p%, in 1980, and if this Go l_:nﬂhf,)_n
that T talked about in 174 prices is
to be the focus of thinking, for a
moment let me switch to that now.

Ve can find that 3o hillion of that
are within sight by way of plans that
that country also aleeady has for aid
transfers, Another 3o hillion has to
be found, and this 3o hillion teans-
lates along with that proportion of
the 3o billinn already fonod which is
imputed to the developed countries.
Tet us say 47 billion is the total
I am hoping for; that 47 billion will
require something. like 89 of that
GNP by 1980 in order tg be fulfilled.
Tn other words, when you look at
this problem in terms of constant
price relationships or enrrent price
relationships, 1£ you rely on addi-
tional aid for this Development
Decade target of 6%, the answer is
that aid is mot going to be forth-
coming, '

Trading with OPEC

So, developing countries have
really got to be thrown much
more o their own resources on seek-
ing to widen their trading oppor-
tunities than was really the case with
any of the previous UNCTADs. In
considering the trade efforts T think
there are two things that could be
highlighted to supplement what may
reasonably be expected and these two
consist in relationships which the
Third World might forge with the
OPEC world. The estimates are of
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this order and thev come again Aot

from UNCTAD ‘but from Bank
SOUICES. Today OPEC  absorbs

something like 69, of developing
country exports. If that 64} were to
rise by 1gfo to something like g%
of developing country exports, then
it can be argued that the 100 hillion
dollar gap can be bridged with the
sorts of aid that on current expec-
tations OECD developed countrics
look like coming up with. “T'his parti-
cular access to OPEC markets has
to he married with a reduction in
trade barriers of the developed conn-
tries which could add another, 12
hillion. WWhat has happened here is
that many of the developed countries
have mounted plins for domestic
protection in order to safeguard theiz
temperie tmﬂs and if barricrs en
items such as beet, sugir and cotton
are loweted between now and rgfo
the estimation i5 that developing
countries can gaif. something like
12 hillion: because they have the
capacity to export these products and
develop that export potential. 3o
the two areas of trade which have
come up in current studies and will
supplement an aid effort which is not
in sight really are trade with QOPEC
countries and a reduction in pro-
tectionism in the developed world,

New directions for aid efort

The second area in which one sees
a new role for UNCTAD consists in
the fact that the developing countrics
today are & much more variegated lot
than they were in 1964, Some of
them are really on'the verge of having
achieved developed status.  This
applies mostly to the Latin American
countries who have enjoyed a period
of export-led growth. The real
problem concerns this Fourth World
of ours and that consists really, apart
from Sti Tanka, of Bangladesh, India
and the Sahel; Twas told a story that
they would soon he joined by a
fifth, and that is the United Kingdom!
And the reason for thar is that many
of the boffing or buffoons who run
these places have had their original
teaining in places like the TLoadon
School of Lconomics, or Oxford or
Cambridge or what have you, But
let that pass.  Anyway, because this
problem of developing countries is
now more variegated, the throst of
the aid effort can correspondingly be
altered also, or such aid as one can
expect.  In terms of World Bank

constant price projections I was
talking to you about a while ago, an

. addition of ;o billion dollars in 1974

dollars necds to be found  between
now and 1980 if this 69 target is to
be supported. Of that ;o billion, the
requirement of the poor lot of them
is not more than 1% to 21 bilion
dollars apnually. This gives the
direction in which the aid ecffort
is moving, but it is not teally
clear whether one can rely even
upon the aid cffort to  deliver
that much. So these countries have
the opportunity of really working
out new tradife relationships of the
kind which 1 will come to [ a
momentand which T have just alluded
to also.

Power behind demand

The third element in this new role
for INCTAD extends really funda-
mentally fitim the retort that the
developing coontries pave to the
call of previons UNCTADS to niohi-
lisc their domestic resources. One
group of countries—OPEC—touk
that call quite literally, and when they
mobilised their respurces all hell
began to break loese, and it is this
action which Thas really created a
possibility for serious bargaining and
ncgotistion by developing countries,
and in my wview it is this which
accomnts for the revival in modern
dress of Ints of idess which did oot
oet off the pround in  previous
UNCTADs but which when deve-
loping countries hayve effiective power
to’ back their demand, in a context
where efective power backed their
demand, the whole picture does
change. And T would bke to go
back here again to the Dag Hammir-
skjocld Report, which T think ought
to enjoy wide circulation here, to say
cxactly what I think it ought to
mean.  In talking of collective self-
reliance rhnlz-{ say: ““This concept
requires will, capacity and power.
Will includes not simply desire for
change and a vision of a desitable
new cconomic order. Tt must include
a clear econceprualisation of swhat
measures and sequences e NEcessary
to begin serfous propgress.  Capacity
includes the ability to work out
strategies and policics and to formu-
late the institutional or bargaining
processes pecessary to bring them
inta being. Power is probably the
clement in which collective self-
reliance can offer the greatest ad-
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vances bevond national selfreliance
and these are the key points®,

It involves the capacity to offer real
benefits and to impose real sanctions.
Collective self-reliance must be hacked
by a potential for confrontation
damaging to the industrial economies
a5 well as by a potential for providing
new relationships of positive value to
them, In other words, we are now in
the territory of nepotiated  inter-
dependence.  of negotiation  from
strength, and this is I think the key
task of UNCTAD IV, If nnc looks
at UNCTAD IV in this light T think,

it has implications  both  for
the content of UNCTAD and
for the form of UNCTAD. T

do  not propose to undertake a
fonr dilorizen  of the content of
UNCTAD becavse that might take
me beyond my allotted time limie.
50 T shall try in the available time
to telegraph as quickly as possible
the broad areas of concern on which
I think UNCTAD IV might focus.

These four areas are commodities;
other  forms of Third Wesld
Co-operation—and this is the real
mest of collective selfreliance; in
development finance which is stan-
dard UNCTAD tercitory but in my
view in the future ought to he
marginal TUNCTAD territory; and
finally monetary issues which really
credtes  the framework o which
cconomic growth compatible svith
self-reliance can proceedk  These are
the four broad areas that T wanted to
Elag beiefly, but let me focus o little
more precisely on commodities to
begin swith,

Commoditics

As Lhave justindicated, the current
concern with commodities is really
nothing more than 4 compulsion, if
you like, to take seriously the concern
of developing countries when they
begin to argie from a position of
strengih.  And what this particular

OPEC action has created for it i5

a new set of opportunities. The idey
wasnot new. As longago as 1gyz
cime such a concocted scheme for 5
separate apency for administering
buffer stocks. This lay hidden in the
British Treasury archives for a gond
long while. Dr. Prebisch tried to fing
it,but by some curious accident T came
across it, and what we now have in
UNCTAD really in terms of this
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integrated. commodity programme is
nothing more than a detailing put of
that particular scheme. But what is
new here is the political opportu-
nities that have been r:rc’:atm:li which
was absent in 1942, and briefly there
are three sets of opportunities which
I would like to flag.

Three sets of opportunities

The first is the possibility of trading
off the concern of developed countries
with assurances of supply with the
concern. of developed enuntries to
have reasonable prices. The points
of excessive: prices can be sclf
defeating because they promote and
accelerate the process of substitution
which will leave commodity pro-
ducers more vulnerable than before.
S0 developing countries and deve-
loped conntries have a mutuality of
interest there in going for reasonable
prices,

The secund opportunity that the
newe situgtion creates is that dewve-
loping countries are hoth esporters
and importers of commodities, As
expotters they would like higher
prices.  As importers they wonld
nitupally want lower prices, and if
one is bargaining for the collectivity
of the Third ‘World when their

COMUTON Interests rest with not so

much cartelisation but 8 reasonable
level of pricing which is what really
the bufler stock mechanism seeks o
provide.

The third opportunity of eourse is
that one can raid the OPEC ecitics.
The money is there which was never
cver passible hefore, UNCTAD Hag
done a number of calculations on
this point and they, I think, frightened
the world community to begin with
by coming up with a list of 18 comnia-
dities which would require prior stabi-
lisation costing something like 107
billion dollars, which is really about
the magnitude of the toml aid flow
on official account which Prof, Guna-
sekern referred to. They have since
scaled down that particular estimare
to something like z or 3 Hhillion,
and that implies scaling down of the
commodity list from 18 to something
like 10, The importance of scaling
them dowa in this way is that you
can have a scheme where deyeloping
countries would go it alone, Tn other
words, if you stare with o smaller
cotpus of commadities and work out

4 5ort of arrangement which indieates
to OPLC countries that they have a
mutuality of interest in supporting
such a scheme, then I think one can
get to UNCTAD IV with a scheme
which is already pre-negotiated and
worked out and the developing coun-
trics will be in a situation where the
rest of the developed countries will
hive an incentive to join. What 1
think T have in mind is not a cartel
scheme but a realistic scheme to
stabilise commodities ar prices of
about 1974-75 before the peak of the
boom and which would be in the
interests of OPEC countries to Sup-
port, and it is this area of interest,
Ithink, which UNCTAD ought to be
exploring. The import dependence
on primary commoditics of QPLC is
substantial today, They import some-
thing like 459, of the world’s
exports of wheat, something like 79/,
of the exports of sugar, something
like 359 of rice, and something
like 895 of tea, and their import
bill has expanded pretty substantizlly
during the last vear by abont gat
I LT,

A vested interest
in stabilisation scheme

Su any group of countries in that
sort of position ywith a heayy import
commitment expected over the vears
is really in the position of having a
vested interest in a  stahilisation
scheme where one can draw from
tnternational stocks rather than raise
market prices to astronomical levels.
And this ought to snip the developing
countries ds well beeanse of the
obverse of prices shooting up to
excessive levels with the slump that
follows. So if one can work out a
scheme of mutually acceptable prices
which gives OPEC a profitable avenue
for investing money—and the tin
buffer stock has shown that buffer
stock operations can be very profie-
able; over 19 vyears they realised
something like £27 million profit on
the operation—then T think develop-
ing countries can get to UNCTAD
with a realistic prospect of “talking
turkey” about buffer stocks. I am
saving this beécause as a resule of
OPEC action on commodities one
has had initiatives from the deve
loped countrics. But when ope
probes these initiatives one is a little
unclear about the exact content of
these initiatives.

I



Mot transfers of money
but a reasonable price

I have already mentioned Dr
Kissinger’s Development Security
Facility. That really is nothing
more than the old UNCTAD
supplementary scheme given a new
label, and it does nothing more than
transfer money to developing coun-
trics, What developing countries are
now looking for, if I understand the
mood aright, is not transfers of
money but a reasonable price for
their products which they are in a
_position to obtain by unilateral action;
and when one talks of that action one
again poes back to the second initia-
tive which was taken by DPrime
Alinister Wilson at the last Common-
wealth Prime Ministers® Meeting, Ile
has a principle which T have already
alluded to. The principle is that
producer countrics should undertake
to maintain. adequate and  secure
supplies to consumer conntries and
he is proposing here a generation
after the General Apgresment on
Tariffs and Trade, which is GATT,
a great deal more at the level of
individual action on commodities,

T have got the document that FLMLG.
has provided as a result of the amai-
can Conference. What it comes down
to is nothing more than a return o
the old approach which has failed
to yield dividends, which is the
commuodity-by-commodity approach.
Everybody talks a great deal about
how Commodity *A” 14 different from
Commaodity ‘B’ and how the approach
for Commuodity “A’ therefore has to be
difierent, and one result of this is
that for the last 10 years 0o more
than two or three agreements hive
been worked one 5o that, too my
mind, is the wrong road to take
What is perhaps the right road is
what UNCTAD has in mind which
is the simultancous negotiation of
huffer stocks for & number of com-
mndities,

“There i5. no such thing a5 a
commodity-by-commodity approach
here, [t isa straight across-the-hoard
approach which has really a number
of advantages to members, 1 vou
have a single authority running it
that means that that authority can
take account of the inter-selationships
hetween commodities. [t ean make
sure thar the prices set for tea as a
norm are soch as not to torpedo or
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undermine the livelihood of coflee
producers. Tt can take a longer term
perspective of prices.  If you think
nf a price at which it is desirable to
stabiljijsc commodities, it 15 also a
price at which it is desirable to pro-
mote the tight sort of inyestment
attitudes,  What has happencd to
commaodities in the past is that when
prices shoot up excessively in a boom
vou have over-investment taking
place and then prices fall and acreages
have to be cut back, So, thatoyele can
e broken if vou have a single body
looking into commodity price trends
taken together

Arresting the vagarics
of the business cycle

Then you can have a way of arcest-
ing the vagarics of the husiness cycle.
At a time of world inflation, boom in
developed countries and rising com-
modity prices, the buffer stock
authority can intervene in the market
and zell commoditics so as to mode-
rate the impact of inflation. And
similacly at a time of recession, one
can intervens to boy commodites.

Al of this would not be possible

pnless vou had an across-the-board
approach with enough finance to
back it that wouold carey conviction
in the market as regard intervention
by a single huffer stock authority
which -no. single commodity can
command. ‘T'en commaodities can com-
mand that degree of confidence in
the market and 3 to 4 billion dollars,
bhut not one commodity and zoo
million daollars: Thac is the arder of
difference which an across-the-board
approach makes. So I would suprest
imall seriousness thar iIFUNCTAD TV
is to come up with something con-
crete  on commuodities, it should
come to the negotiating table with 2
gonerete scheme which can get off
the ground: with the support of
developing countries alone, and the
moment A sufficiently detailed scheme
is worked our along these lines, the
probability is: that it will be io the
interests of everybody clse to join
such p scheme,

Gap in prices of
producer and consumer

I have one more point to make
on  commoditics  before T end
on that particular part, and that is
something which UNCTAD has so
fir not really done as anuch as it

perhaps ought to do. What T am
referring here to is the price which
the producer receives for a commo-
dity and the price which a consumer
pays for it, and the gap between the
two. The only study thae T know
which has gone into this question is
an UNCTAD study on bananas and
that shows that as little as 12%), of
the final consumer price is what gers
to the producer, The balance,is
trapped among a whole mange of
middlemen, usurers, shippers, whole-
salers, and it is this particular gap
which OPEC action has bridged on
the hasis of its unilateral effort in
respect of oil,. Some of the differences
hetween the price of the consumer
and the measly 2 or 3 dollars per
barrel that OPEC countrics got was
absothed by way of taozes by the
developed countries. This provided
tevenue for their bodgets, and what
the whole bargaining process in
OPEC has achieved has been to
really boing back to their coffers
money which would otherwise thave

gone to developed country exche-

quers. That same sort of esercise
ought to be dons or can be done fior
a whole range of other commodities;
and it would be wery helpful if
UNCTAD had half o sheet of paper
which for every single commodity
of significance gives the world &t
large the difference between the final
price and the producer price, What
I do have iz 4 set of cileolations made
by a friend of mine and colleague,
Dr. Mahabub ul Hag, in the World
Bank globally, and that shows a very
interesting story,  OF the 200 ballion
that & whole list of commodities that
he has compiled fetches in the world
market, only as little a5 30 hillion
gots to the developing countries. The
rest of the swag is appottioned oul
clsewhere.  If this dramatisation of
facts and statistics were placed upon
the table, the burgaining task for the
developing countries would become
eonsiderably easier.

Monetary .Issues

In order to  driwe this to a close
withinthe time-table I have hadtoset
myself, 1 only want to touch on inter-
national monetaty issues. The argu-
ments, I think, can be discussed in
seminar-type intervention when the
wecasion arises, and as 1 have aleeady
said clearly development finance is in
my view marginal in terms of 2
realistic capacity for counntries 1o
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come up with that; so I do not pro-
pose to go into thae, But margingl
issues are important and this is for
a single reason, and that is that the
world inflationary process that Prof.
Gunaschera alluded to is entircly the
result of a malfunctioning  inter-
national monetary system.  If yon
take the magnitudes you get a very
revealing plcture.

Between 1949 and 1969—a span of
20 years—ithe stock of international
mon=y which is reserved—gold, dal-
lars, mostly . dollars actually—grew
only by something like 32 billion or
at an average rate of 2.7% per year.
Between 1970 and 1972 you had lite-
rally an explosion of liquidity when
as a result of a ringe of factors which
sometimes people rosh under the
table—commitments to international
diplomacy and so forth; the Vietnam
Wat comes into this at some time—
there was a major injection of dollars
into the world economy. The result
was that reserves which had heen
growing by 2.7% per year jumped to
an annual rate of 27380 in 1g70-72;
annual rate of international money
growing by 279 as against inter-
national outpat growing by about
4-5%. That is the root causc of
world inflation, the fact of very
stmply too much money chasing too
few goods. And that was because
the whole international mechanism
for liquidity creation went awry at
this very crucial juncture in world
history. What resulted is that in the
period since 15970, between 1970 and
1974, the toty] addition to interna-
tional liquidity was about 1eo hillion
5.D.R. But 7% of that went to the
developed countries, and 3%, ic
3 billion only to the developing
countries, This is the measure of
maldistribution of world liguidity
that has been witnessed in the past
few years.

A rational design

In that situation there is clearly
z rational design for the world to
return to, and that again is nothing
new. Someone I propose to guote
in a few minutes has been writing a
great deal about it—Prof. Triffin of
the Yale University—and his ideas
are really basically very simple: Re-
place this arbitrary business of using
one nation’s currency as international
maney by deliberately created inter-
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national money, taking into account
the rate of growth of world autput,
In othet words, this is the only Fool-
proof way of making sure that exces-
sive money and inflation is avoided.
And as an adjnnce to that one would
see the International Monetary Fund
being converted into 4 genuine inter
national central bank. What Prof.
Triffin says is extremely intetesting
in this regard because he sces some
way of using OPEC bargaining
strength in this process, and T would
like to quote from that: “IF this
design had heen in existence” (ie
if the “Triffin design had bheen in
place before the oil crisis erupted)
“all countries would have been com-
mitted to accumulate most of their
future surpluses in reserve accounts
with the Fund in S.D.Rs to be re-
cycled or sterilised by it in the light of
internationally agreed eriteria and
objectives rather than left free to
invest such surpluses as they wished
and to “trigger currency crises by

switching them at any time from one-

fational currency or Eurocurrency
into another for political as well as
for speculative reasons. The OPEC
countries may admittedly be even
less willing today to negotiate such
a commitment than they might have
been at a time when it would not
have singled them out as the major
countries expected to relinguish their
sovereign right to invest their reserves
as they pleased. Yet the agreement of
other countries to such a commitment
with appropriate guarantecs and earn-
ing might make it more acceptable to
all, to reduce in fact the huge exchange

risks now inseparsble from reserve
accumnulation and strenpthen  the
ability of the international commu-
nity to meet other vet unforescen
crises certain to emerge in the future
as in the past™. He is describing here
2 design that might have heen opera-
tive had the system bLeen in place
before the oil crisis, But the fact
that there is leverage within the
Third World so long as the Third
World remains united plus the need
to apply a certain measure of technical
expertise into working out details of
this sort does permit some thinking
along these lines to come up on the
UNCTAD agenda very squarely:
I am saying this advisedly because
financiers are notoriously very con-
servative people, and when one was
talking about an international central
bank and a world central bank as
recently as six months ago one wis
sort of being laughed our of court
I think, But I came across, in the
“London Times”, the other day the
Managing Director of the Fund,
Johannes Witteveen, talking very
much in these terms, He was
talking about over the longer
term the International Monetary
Pund could become an  interna—
tional central bapnk, It already
performs central banking functions
in a limited way siace it has created
S.D.Rs or “paper gold, monetary
reserves etc. So UNCTAD cin play
the role, in my view, of using the
leverage that the Third World has
today to bring about an ideal mone-
tary design on mutually. acceptable

erms,

= Bxcperience har shown that Third World countries—uden co-operating among them-
selves—are capable of implementing many of the egalitarian principles for which they
are fighting ai the international level. “The most notable recent excample is the amonnt of
Siwancial co-gpzration which oil praducing conntries have channelled to other Third

World conniries,

But expericnce bas also shown that it is much easier to approve a decloration
Selting out the futention and the political resolve to pove forwards in an ambitions pro-
graseme of action of mutual co-peration than actnally to implement if”.

The 1975 Dag Hammarskjoeld Report
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Third World Approaches to the
New International EconomicOrder

Paul Caspersz
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The proposal for a New Inter-
national Economic Otrder had, so
far as I am aware, its main immediate
source in the Third World and
specifically in the Fourth Conference
of Non-Aligned Countries held at
Algiers in September 1973. Un-
mistakable both in the Declaration
and in the Programme of Action is
“the new mood of impatience, even
of belligerence, in the Third World,
against the imjustices of the Old
International ~ Economic — Order
(OIEQ) ~ and for the speedy
establishment of a New International
Economic Order (NIEQ).

1t is indeed unfortunate—and is in
itself an indication of the present dis-
advantage of Third World countries
even in the field of developmental
research—that after the official Decla-
ration of the NIEO on 15t May 1974
at the U.N., further Third World
response to it and Third World
discussion of its actual implications
have lagged behind the response of
the Other Woeld.

Other World responses have, on
the contrary, been forceful and clear

as to the extent of change considered.

to be fair and practicable. . This paper
will occasionally refer to three such
responses, namely, the Wilson pro-
posals (made at the Commonwealth
Heads of Government meeting on 15t
May 1975 at Kingston), the Kissinger
proposals (made on 1st September
1975 at the Seventh Special Session
of the U.N. General Assembly), and
the Sussex Institute of Development
Studies Green-Singer transition pro-
posals (made in an article in Wordd
Depelapment in June 1975.)

In none of these proposals is there
an analysis of the bases of the OIEO,
and only Prime Minister Wilson
makes the clear admission that the
relationship, the halance, between the
rich and poor countries of the World
is wrong and must be remedicd.
Kissinger indeed states quite clearly:
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S let us get down to business., Let
us put aside the sterile debate over whe-
ther a new economic order is required or
whether the old ecomomic order is
adequate,*

Itis my view that no significant
effort in  fayvour of a2 NIEO is
possible without this debate.

Let us therefore attempt however
briefly an analysis of these bases.
They are chiefly two: the power, and
the perceptions of power, of the rich
countries of the Other World, and the
weakness, and the perceptions of
weakness, of the poor countries of
the Third World. Green-Singer lists
the continuing aspects of the power of
the rich countries: ecopomic power
over crucial commoditics, especially
food; the power of affluent consumer
markets; the power over capital re-
sources; the power to grant or
withhold aid or loans; technological
power; military power. With the one
exception of cultural, research and
data analysis power, the list is ex-
haustive.

The weakness of the Third
World was basically a structural one,
arising from the metropolitan centre/
colonial periphery relationship. Not
all the present Third World countrics
were likke India, Sri Lanka, Pakistan,
Indonesia, Kenya, Uganda, Tanzania,
Alperia directly under western politi-
cal power. Butall came under western
ccofiomic control which in several
cases flowed over into indirect, hut
real, political control. The relation-
ship was never one of equal partner-
ship to ensure the parallel growth of
equal partners. It was intricately
structured to the advantage of one
group and to the disadvantage of the
other, to the exercise of cconomic
superiority and control by one
and to the endurance of economic
inferiority and subservience by the
other,

Is Fair Trade Possible

If this analysis is substantially ac-
cepted, the next question that arises is
whether a NIEO is possible so long
as this contradiction of positions exists
between the Third and the Other
World. More concretely, in an
UNCTAD context, is fair trade

possible between unequal partners?
I answer n=gatively, but add that the
situation 15 not irremediable.  For
our poor countries have potentialitics
of power of which we should make
ourselves progressively more aware.
Third ¥World conntries and China
account for nearly the whole of the
wotld production of tea, rice, bananas,
peppet. coffce, cocoa, jute and kenaf
and allied fibres, hard fibres and
nataral rubber. ‘They can exercise
control over the world exports of
these commeoedities as well as over
more than half the world exports
of sugar, tobacco and cotton.

If this illustrates the power poten-
tial of the Third WorlrF pver certain
food and agricultural commodities,
the potential in other lines of pro-
duetion is by no means small. India
has 21 and Brazil 15 per cent of the
world’s iron ore resources, and 5o on.
The course of oil in recent years is
only the most remarkable example
of what can be achieved by the Third
World to work the change from the
Old to the New International Eco-
nomic Ordzr.

There is also the tremendous poten-
tial of Third World human resources
which both by absolute size and rate
of growth far outweigh those of the
Other World. Indeed, this is recog-
nized by somec More Developed
Countries (MDC) demographers and
i5, I am sure, onc rcason for their
intense fervour for population con-
trol in the Less Developed Countries
(LDCs).

The most important condition fot
removing the contradiction of power
relationships between the Third and
the Other World is co-operation
among the countries of the Third
Waorld, But this is something that is
all too easily proclaimed at conferen-
ces of Third World countries without
significant progress in the hard,
patient and unglamorous task of
working out the detailed implications
of such actions in solidarity.

With a view to UNCTAD IV it
would be useful to examine in some
depth the implications of the NIEO
in the fizld of the exchange of com-
modities between the Third and the
Other World. Letit be fairly acknow-
ledged that this exchange has con-
sistently—to my knowledge without
one cxception—been an unequal one.
Tts history is an old one, and it would
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beworthwhile totake one illustration
of how un=qual exchange became
embedded in the structures of inter-
national trade. This is thé case of teq.

The Case of Tea

Long before India and our own
country hegan to produce tez com-
mercially, China tea was imported into
Britain by the East India Company.
This tea was grown by subsistence
Chinese cultivators and manufactured
by them as a domestic industry.
Living at a subsistence level, with
little communication with the outside
world, and no knowledge of the real
exchange yalue of their product, they
were prepared to part with their te
for the low prices in money or in
goods offered to them by the crafty
and experienced Company traders,
The unequal exchange of Third
World tea against Other World
products had begun.

In the early 1gth century the East
India Company wis faced with mount-
ing difficulties in maintaining their
trading monopolics in respect of
China tea, Following the normal
capitalist practice of risk-spreading,
British capital therefore moved into
India and }ater into Sri Lanka in order
1o open new tea ‘gharr.]ens and manu-
facture itca. India and our own
cooatry thus gained at the expense of
China—an carly illustration of the
obstacles placed in the way of Third
World economic solidarity by the
practices of capitalist international
trade. .

The process, incidentally, continues
in our own day when, in the face of
growing risks to tea iovestment in
India and Sri Lanka, foreipn capital is
moving at great speed and in vast
quantities-—through Brooke PBond,
Lipton, Williamson Mager and inter-
national banls—¢to Bast Africa, most
recently even to Nigeria, to TLatin
Americi and elsewhere in order to
malke sure that there will be other tea
gardens for metropolitan  interests
when those of India and 5+ Lanka
are taken away.

The price of China tea was low
because of the low subsistence level
of the Chinesc growers—an illus-
tration of this theory is now being
developed by the French Marxist
cconomist, Arghiri Emmanucl, that
it is not prices which detesmine wapes,
but wages that determine prices.
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Adding  their profit margins, the
British traders were able to sell tea
at prices which consumers in Britain
were able to take. When tea gardens
were opened in India, tea prices paid
to the real producers were set with
teference to the low prices of China
tea. Indian prices :rné the low levels
of Indian tea workers then set the
norms for Sri Lanka,

Wages in all tea-producing coun-
tries were thus abysmally low, a
falling rate of profit was more than
compensated for by rapid increases in
turnover and by interlocking olign-
polistic control over the forward
linkages of tea, and consumers in
Europe grew accustomed to regard
tea as the cheapest beverage. Before
the end of the 19th century the stage
was thus firmly set for the perpe-
tuation of unequal exchange between
tea and -the manufactured products
of the risingwage industries of

ritain.

A Justand Equitable International
Division of Labour

A New International Economic
Order cannot countenance unequal
exchange, If in the LDCs one hour
of socially necessary labour time
produces 1o units of X and in the
MDCs the same time produces 20
units of Y, then 1 unit of X must
cxchange for 2 of ¥. Any other rate
of exchange will be unfair, and will
run counter to the principles of the
NIEO,

In my view this is'a much more
important and crucial question than
that of the secular and continuing
deterioration in the terms of trade
which have made and are making the
poor countries poorer. Even in 1974
which was a good year for the exports
of Third World countries in the
sensc that their prices generally rose,
the rising index of export wvalucs,
deflated by the rising index of import
values, declined for the majority of
Third World countries. The figures
ate available for inspection in the
UNCTAD repoit on “Salient Fea-
tures of World Trade 2nd Develop-
ment 1974-1975" of August 1975
which we have and in the GATT
report entitled “International Trade
in 1974-75" of October 1975 which
=0 fat as I know has not yet reached
Sri Lanka,

It is against this background of
deteriorating terms of trade that
countries of the Third World in
recent months have been pressing
for a scheme of indexing the prices
of their exports according to the
priccs of their imports from the
Other World, Yet the Other Waorld
was quite explicit in opposing even
a study og indexation,

Indexation

The fate of the famous Resolution
3083 at the 28th Session of the U.N.
General Assembly on Gth December
1973 15 well known, This Resolation
merely asked that UNCTAD should
prepare & study on indexation. Four
leading countries of the Other World
—the U.5.A., the UK., France and
the Federal Republic of Germany
with Greece voted against it; twenty-
six, including the Soviet Uniog,
abstained; while all the developing
countries with China, voted for.

In their speeches at the U.N. soon
after the Declaration on the Estab-
lishment of the NIEO, the delegates
of both the T.K. and the US.A.
expressed opposition to indexation:
The Third World, however, con-
tinued the pressure and Me. Wilson
at Kingston adopted 2 rather more
flexible artitude. Yet Mr, Kissinger
as late as 13t Scprember this year at
the 7th Special Session of the UN.
said:

Many solutions have been put
forward to benefit producers of
particular products—cartelization,
price indexing, commaodity agree-
ments and other methods. But
reality demonstrates the inter-
dependence of all our economies,
and therefore the necessity for
approaches that serve global rather
than narcow interests™.

Does Mr, Kissinger believe that
the interests of three quarters of the
world’s population ate narrow inte-
rests? At lease, let us make it clear
at this Seminar that this is not ounr
beliet:

Kissinger and Wilson show them-
sclves most ready to consider schemes
of compensatory finance when Third
World exports fall below a pre-
determined reference level. This was
also as far as the EEC countries were
prepared to go when they planned
the STABEX scheme at the Lome
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Convention of 28th February this
year,

A scheme of indexation i.a scheme
of elementary justice, But it is my
view that as I have already indicated
we must go further than that, We
have to evolve a scheme of export
prices for many commodities inde-
pendently of what prices these com-
modities have so far secnred, for the
simple reason that the established
prices are prices of uncqual exchange
Which were imposed upon the coun-
trics of the Third Werld but which
they can now see are unjust. -

The costs of cstablishing a regime
of equal exchange will be short-term,
but the hencfits will be both: short-
and long-term. In the less acrimo-
nious and more peaceful political
climate that will develup, the benefits
. will be perceived faster than in the
cconamic aren.  But as the present
LDCs increase their capacity to pur-
chase the exports of the present
MDCs, the economic benefits will
begin to be reaped by all trading
partners.  The tremendous potential
of rising markets in the vast popu-
lations of the Third World is indeed
the strongest poarantee that the
NIEO will b= a better order for
everybody.

The objection will certainly be
raised that we in the Third World
are sccking to go too fast. Tt may
further be arpued, as Green-Singer
seem to do, thatall that is possiblc in
the immediate months ahegd is action
on certain limited progeammes choscn
according to the four criteria they
proposc: preacticality, mutnal intercst,
coherence; comulativencss,

The unsatisfactoriness of the Green-
Singer transition in my view does not
lie in its transitionality—essential and
inevitable in any ease to any dinlecti-
cal view of development—but in its
lack of expressed clasity about either

the OIEQ or the NIEQ. Itwould not

matter so much if we travelled slow
provided we knew where we were
coming from and where wa are
golng to, The Green-Singer piece
gives no clear evidence that it knows.

Take the measure of equal excharnge
_ prices for Third World commodities
to be followed by indexation in order
to protect these just prices against in-
flationary rises in import walues.
Third World developmentalists would
argue that these measures eminently
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fulfil the criteris of coherence and
cumulativeness, that they will be of
mutual interest and ‘that they are
pricticable.  Others swould ~argue
differently, Apgreement as to who is
right and who 1s wrong can be attain-
ed only by recourse to careful analysis
both of the OIEO and of the NIEQ.

Exports and Aid

Raul Prebisch, the first Secretary-
General of UNCTAD, in the Go's
proposed three measures to hridge
the trade gap between the affluent
North and the underdeveloped South:
raise prices of Southern exports, en-
courage exports of Southern manu-
facmzed roods, and aid.

No action was taken on the first
of these measures: instead, the prices
of these commodities were left to the
usual mschanisms of frce cnterprise
capitalistic trade. Neither was action
taken on the second, Tnstead, Foreign
experts  have glibly recommended
that Third World conntries remain
satisficd with small-scale labous-inten-
sive industries on the argument that
these alone could solve the nn=mploy-
ment problems of these countries, not
secking to examine why similar re-
commendations are not made when
unemployment becomes a problem in
the Clther World,

However, thete has heen much
talk on aid. ‘Three reasons may be
adduced for this: (i) aid maintains the
existing strong/weak, centre/periphery
relationship; (i) aid i5 much less
expensive than paying fust prices for
Third Waorld exports and, when
given in the form of tied aid, loans or
commercial investment, is very pro-
fitable; (iff) aid avoids and postpones
the rcform of structires, not least
in the recipient countries themselves.

Reforming Structures

The reform of structures which
UNCTAD should initiate has several
importzat elements.

One element is wages. The gap in
wages: betwecen MDECs and 1DCs
must be progressively reduced. As it
15 futile to cxpect that unionized
workers in the MDCs would consent
to a lowering of wages, action must
be-taken progressively to raise wapes
in the LDCs. This is a matter not

only for leaders acting together in the -
LDCs but also for leaders in the
Other World, Among these latter the
leaders of the socialist conntries
should take the lead in unequivocal
support for higher wages and hence
for higher export prices for Third
World products,

A second element would be the
introduction or the extension of
developmental research in, and not
merely for, the TDCs. Research is
necessary for the attiinment of pro-
gress in the spheres of product deve-
lopment, processing of raw materials,

~marketing and technology, In 1971

the UN. approved and published
& World Plain of Action for the
Application of Science and Techno-
logy to Development. But almost
nothing has been done to promote
development research by the Third
Worlders for the Third World,  *

In this connection may we ask for
the immsdiate setting up of a U.N.
library in our country where all U.N.
and ancilliry institute documents and
publications will be mads ‘available
to all serious local researchers with
the minimum delay?  As  matters
now stand several of these documents
never reach the Third World, or
only long after they have been
studicd in the development insti-
tutes of the Other Waorld,

The third element would be equali-
zation in the structures of world
production of goods and sérvices.
There i5 no logical reason why the
Other World should continue to
process- the saw material: of the
Third World, or why they alone=
should manufacture goods nsing vast
economies of ‘scale, while the Thircd
World produces the raw materials
and oply simple manufactures to be
sold at low prices to Other World
traders.

The fourth element j5 to devise
ways and means of providing access
to the views of Third World masses,
which are the greatest resousces of
the Third Woeld,  WHat Atrange-
ments are being made to have these
views heard at conferences prepara-
tory to UNCTAD TV and ar UNG-
TAD IV itself? To hear these views
ourselves, certainly to give expression
to them, we may have to leave the
preeincts of Hotel Taprobane.
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World Crisis and the New
International Economic Order

Godfrey Gunatilleke

Codfrey Grnaiilieke fo o conmlfant for
UNCTAD and Director af the Marge
Trtitife

My intention, at the beginning, is
to place the pressure—the agitation—
that has recently grown for a New
Interaationsl Economic Order—in the
context of the crisis of the great dis-
arders that have overtaken the world
economy in the first half of the cor-
rent decade.” I intended to do that for
two reasons. I think it might help
us to make a somewhat reslistic
asscasment of the prospects for
4 New  Internationa]l  Economic
Ordet, and if we do so, the
prospect of making a substantial
and  significant  propress o
wirds re-structuring the existing sys-

“tem of interpationil economic rela-
tions and to somc extent restoring
the balince between developed and
developing conntries,  And this is
very important hecause I think the
4th UNCTAD takes place in a cofl-
text which 15 radically different from
the context in which the other three
conferences took place.

The other three conferences toolk
place at a time when the world eco-
nomy was still progressing on an un-
interrupted path of expansion, of
boom, and the conferences were really
concern=d with how to integrate the
backward centres of world ECONONY

into this booming industrialised seg-

ment—the metiopolitan centres,

The 4th Confercnce takes place in
an entirely different atmosphere. We
may ask the question whether in fact
the crisis that has overtaken the world
cconomy will not sl will not

defeat, the whole pressure towards'

a New International Eeconomic Order,
Whether' the developed  countries
would respond to their owa crisis
and would resort to inward looking
policies to make their own adjust-
ments and perhaps give o few pallia-
tives, a few marginal adjustments
here and there, to deal with the
climour of the developing countries?

On the other hand, one would ask
whether in fact the kind of crisis that
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has overtaken the world econonmy is
not a spue to action? Whether the
severity does not cast all the prob-
lems of the international syster ina
differcnt framework and  whether
there would therefore be an inter-
national consensus to review and re-
appraise the whole system of rela-
tions that govern the intermational
trading and development systems?

““ The real problem is one
of power, the bargaining
strength between the diffe-
rent groups of countries,”

On the other hand, T think that
such a re-appraisal is very impottant
for us in the Third World because it
will help us decide what is the stand
we are gomng to take at the 4th
UNCTAD Conferenee, As we know,
in the past, we Have scen what Dy,
Lal Javawardena quoted as“insticutio-
nalised mendicants” in onr approach
to international problems. It has been
oscillation betwe=n confrontation, on
the ‘one hand and supplication on the
other and it is iateresting to see the
schizophrenic  personmalities of the
developing countries leaders at the
UNCTAD forum on the one hand
and at the IME and the GATT on

the other. The UNCTAD is where

one made the exposures and whepe
one made pronouncements and declas
rations or eriticisms abount the system,
It was the forum to make the basic
criticisms about the system.

The other fora are where one
pleaded for concessions and wanted
to pet minor adjnstments made o
relieve the situation in which the
developing countries were in. Here,
as . Caspersz said, the real problem
is one of power, the bargaining
strength between the different groups
of countries. In the fora where we
had to extrace concessions, we re
sorted to hi-lateral negatiations as
multi-lateral agreements was lefe for
declarations and denunciations but
Where one wanted to get a concession,

you were prepared to go it alone in
order to get ahead of rival competi-
tors for this charity, for the global
concessions thit the developed coun-
tries were going to make,

This is the setting in which one
has to look at the jth Conference.
Have the conditions changed? Is it
possible to see at the 4th Conference,
a breakthrough? My view is that the
conditions which led to the United
Nations Declazation in 1974 have in
fict created a possibility of a break-
through in a shorr term. It is not
that we do not know the answers to
the problem, Dr. Lal Jayawardens
stt out the possible answers, ranging
from the first supplementary finance

proposals to the Stabex scheme,
the integrated programme on
commodities, all the possible

ways in which one can give relisf,
the burden of esternal “debt, the
tzansfer of technology to change
the structure of the develop-
ing countries. All these have been
set out in different fora,

I is -not  that the problems
have  been ignored .nor that
the ‘answers' have not heen
propounded and  offered. It s

really the question of how the deve-
loping world itself works out the
strategy, - improves its bargaining
strength and sees a way in which
they can get their concessions and
change the present structure.

Why I thonght it would be useful
to look at the New International
Economic Order in the context of
the crisis is to point out the possi-
bility of the international consensns
on the kind of solutionz that are
available.  You have three extremes
of countries. There is one extreme
that says “Let us"leave the system
as it is and let us compensate for the
problem of the developing countries
through schemes such as compen-
satory finance and aid with a little
mixture of trade”. There are the
other extremes of countfies which
are sceking for a total restructuring
of the system. The Dakar Decla.
ration is an example.

The problem is, what is the realistic
target for which the developing
countries themselves must orpanise
and mobilise theic power. It is true
that one can identify the cnormous
latent power in the posidon of raw
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materials, the trade in raw materials—
howe this could be done across the
differences that separate the develop-
ing countries is what is important.

Raw Materials

If you lonk at the New International
Economic Order or the declaration
which took place, which was made
in 1974 Aprl, one would first say
this is as an immediate reaction to
the crisis that overtook the economic
rise in oil prices. If you remember the
French President asked for a U.N.
conference on the energy situation
and in response to that the Algerian
President called for a conference of
rasw materials and development, While
it is true that it was a tesponse to the
immediate crisis. the very fact that
the perspective, the scope of the LI,
Special Sessions was altered in this
way, an attempt was made to focus
on the whole system which has given
rise to this crisis, that itself indicated
that the developing countries were
concerned about a4 structural change
in the system.

Food Problems

Just after that one, one moved
info the food crisis and that gave
the developing countries an entirely
new perspective. Here wasa situation
where the population had increased
by 45%, where agricultural output
had increased by 75%, but we move
into a food scarcity; this condirion
was present over a large part of
the globe. What did she food crisis
do? In short it exposed at inter-
aational level the whole system of
the way in which the output during
these 20 years had been distributed
over the world community, It still
left tlie masses in a backward situa-
tion, in a frightening situation.

Ttalsoindicated the kind of national
strategics of development that were
being followed in the developing
countries themselves where the back-
ward sectors, which were the peasant
traditional sectors, which were pio-
ducing food had not improved tech-
nologically, These sectors were still
living at levels which were extremely
low. ‘The food crisis in that sense
once again brought to light in a very
dramatic way the diffsrence of 2 whole
system where trade and aid had not
helped to transfer resources or to
increase the purchasing power of
large masses of the human population.
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Monetary Crisis

Then we moved thereafier of
coutse to the whole international
monetary crisis. Inflation during the
two decades moved at slightly over
1%, and then suddenly you got an
increase of around 7%, in the early
seventics (now inflation is running
at about 17%,) and this meant that
even the increase in  prices—the
fairly substantial, sizeable increase in
commodity prices developing coun-
tries received in 1973/74—were eroded
bya wholeinflationary process which
sent the prices of manufactured goods
up by about 70%,. The developing
countries were again alerted to the
meaninglessness of a system which
was all the time moving the terms of
trade so adversely against them.
Here too one is conscious of the
inherent features of a system where
you get op the one hand rising stan-
dards of living in the developed
countries with mechanisms for inter-
nal distribution of income in their
own countries which provide for a
fairly equitable pattern of income
distribution with, for instance, orga-
nised working classes which can
bargain for a better distribution of
income and which as a result sends
up the costs of manufactured goods
of developing countries; and while
a better pattern of income distri-
bution emerges in the developed
countries themsclves there is an in-
creasing and widening gap between
the developing and developed coun-
tries taking place all the time.

Reversals of Order

Tt isin this context of course that
the energy crisis took place, and this
was the first time where by unilateral
action raw material producers were
able to change the relationship that
governed a very vital sector of the
wworld ecopomy. Many things happen-
ed thereafter, The whole process of
uninterrupted expansion came to 4
sudden halt. Countries which en-
joyed surpluses in their balance of
payments were suddenly faced with
frightening deficits. The inflation rose
and along with that very massive un-
employment occurred in the deve-
loped countries. Along with that
the Third World as a whole—if you
put the OPEC countries into the

Third World—for the first time be-,

came @ lender to the developed coun-
tries. They acquired surpluses which
were so massive that they wete not

able to absorb them within their own
economeis, and these moneys flooded
back in to Western countries, placing
the Third World—the OPEC coup-
tries—in the position of 2 leader,

Key Questions

In this situation one has to ask
what is likely to be the approach to
the ath Conference. I would like in
fact to place before you a set of few
key questions that will determine the
stratepy, One of the first questions
one has to ask is, what is the nature
of the crisis that has overtaken the
economy, Is it what the economists
call cyclical or is it structural? Is it
something which can be solved by
minoradjustments amongst the West-
ern nations or is it something which
calls for a change of the ground rules,
a total re-structuring of the present
relations between the developing and
the developed nations? Is it some-
thing which can be still managed
within the rules of the marlket eco-

-nomy or does it call for inter govern-

mental intervention through certain
institutions which will regulate the
operation of market forees in the
world economy?

Resistance

You will find the hard-core—whicli
is- really the dominant Western eco-
nomics—resisting any approach which
is characteristic of the New Inter-
national Economic Order because
what the New Order is asking for is
for a change in the ground rules,
for new institutions, measures which
will lead to inter-governmental inter-
vention. In short, a regulaton of

the world market economy. Within

the Western countries themselves
there are progressive groups, includ-
ing the Scandinavian group, which
are pressing for a change in the
ground rules, which are saying that
the time has come when we must
make basic changes in the system of
international economic  relations.
Compensatory Finance and Aid
Within this, we have two sets of
remedies beine offcred to us. One is
the remedy that Pr, Caspessz was
referting to; the remedy which de-
ends largely on compensatory
inance and nid.  He that
approach there is an eflort for the
time heing while this transition takes
place to support the developing
countries through schemes of com-
pensatory finance, through more mas-
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sive offers of aid, and you would
find that these are the essential
features of the Kissinger proposals,

This is a way of deflecting deve-
loping countrics from their specific
target of changing relationships so
that they will have higher bargaining
power, greater export earning capa-
city, better bargaining strenpth in-
their relations with developed coun-
tries. As long as the compensatory
finance-transfer of resource approach
is dominant in the relations hetween
developed and developing countries,
the dealers of power will he in
the industrialised nations.

It is, as Fr. Caspersz said, they who
will determine how the general 5Ys-
tem will operate and they who wwill
dictate the terms of trade and the

“relations between us,

Collective Self Reliance

The other approach is for an
approach which calls for a different
strategy.  How can this be done?
Let us look at the next question
I would ask. If that were not 50,
what are the strategics open to the
Third World? I think every one of
the speakers who preceded me drew
attention to what is inevitable. It
is the Third World’s collective self-
relisnce which determines collective
and joint strategy on all these fronts.
How best could this be worksd ont?
It is in fact in this area that we are
weakest. The past Conf:rences that
have heen held, includjng the Special
Sessions, have been largely given
to pronouncing certain general de-
mands, to outlining the broad general
features of a new cconomic order.
But they have not really gone down
to the specific part of getting the
contents of this economic order,
of working out really the forms of
collaboration between developing
countries by way of investments,
by way of trade expansion, by way of
technological exchange, of technology
and know-how between these coun-
tries, by way of payment-agreements.
All these things are extremely vapue,
It is upto the developing countries
themselves to have institutions which
will work out these schemes in much
greater detail and pive specific con-
tent to this whole concept of self-
reliance,.  We have been mouthing
this phrase time and again, It has
become a watchword among  the
devcloping countries. But I have
still to see anything like a concrete
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plan of action for the Third World
or any kind of strategy of develop-
ment which spells out for the Third
World, insome ldind of investment,
the kind of collaboration at all levels
that self-reliance presents.

The next question is supposing there were
these steuctural changes what will be the net
effece of all this. 1t s something we muse
address oue minds to. Tcan only eell volt that
really mueh work is now being done an foge-
casts of the world economy on several
seenarios. There is the Tinbergen Group
which has been sitting for the last six months
working out different alternatives. There is
one in New York and what has come out
of it is interesting.  For fnstance, what is
likely to be the image of the world econamy
i 2000 A.D.

e A S e
“If the Third World coun-
tries can take the initiative
which has been cast upon
them, then within the present
generation we are likely to
see some very substantial
progress ., ..”

T T I T S

1n all this there is another question
which is important, I think, for the
developing countries, What is the
role of the Socialist Bloc in this whole
question of the New Tnternational
Economic Order? In  such a
situation how is the Socialist world
to relate itself to this new perspective
that has emerged. In fact, the Socialist
world has always allicd itself with the
developing world in the U.N. forum
to fight for changes in the existing
system.  But the new international
cconomic order poses a different
kind of challenge. Tt is like the
challenge posed to a Marxist party
in a national complex when the
working class begins to undertake
collective bargaining with the cm-
ployer and improve its position
#25-a-vis employers, and to improve
their standard of living and get a
better distribution of the total in-
come, It is somewhat analogous.
How does the Socialist world view
the New International BEconomic
Order? We have still not had Very
clear positions from these countries,
And it is important, T think, for the

developing world therefore to worl

out imaginative relationships and
alliances with this group in the inter-
national community in formulating
their strategies for the 4th Confers
CACE,

The last question I wish to ask is:
What is the new Third World order
we are talking about, because it is
not so much a new internatjonal eco-
aomic order; it is within that a ew
Third World order—a new Third
World order where there is much
greater trade  relationships among
developing countries, where there is
to some ecxtent a de-linking of the
relationship between developedmetry-
politan and developing countries, a
slight shift from the vertical relation-
ship between the periphery and centre
to horizontal relationshins betwaen
the developing world as a whole.
What exactly are the clements of this?

I was hoping that the Third World
countries would be ahle to work out
a detailed strategy which shows areas
of investment which indicate the
complementarity between the surplus
and investment needs in this part of
the world but we have still nor had
that I think that has to be done if
one were to be working on this,
If one were to come with some realis-
tic possibility, you would find that
the whole tenor of the 4th Conference
wrill chinge, just as much as what
would happen if what Dr. Lal Jaya-
wardena said were to take place.

The moment they realise that,
the  developed countries will

| WANE to participate and want to take

part themselves and similarly, if we
Wwere to come up with an imaginative
Third World Plan, there would be
A new approach to the developing
countries because that is the bargain-
ing power that developing countries
nced, the capacity to realise invest-
mcat opportunities and development
goals by themselves. That strengthens
the developing countries’ position,

I do think it is a long process.
I do not think we can achieve much
in this short term it seems to me
because of the way in which the world
cconomic order has to be changed.
The crises have converged, there is
movement towards a consensus that
the ground rules of the world eco-
nomic order have to be changed.

If the Thitd World countries can
take the initiative which has been cast
on them, then within the present
generation we are likely to see some
very substantial progress towards
what has been described as the New
International Economic Order.
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Bargaining on a Global Scale
—The context within which
effective bargaining occurs

Susantha Goonatilake

Dr) Goenatilafe ir Dhirector of Research,
People's Bank and Co-Lditar af the
Economic Review.

I hope to' sensitise here some
of the issues involved in the
concept of co-operation  berween
Third World countries in the har-
paining sitwation that is emerging,
T will deliberately take a historical
perspective as this will highlipht the
past failures and the reasons for some
successes. Thereafter, Twill highlight
what T believe aze the significant
points for possible futore stratepics
in the bargaining situation specially
from the 5r1 Lanka case,

Historically onr economies have
been structured by a patticnlar centre-
periphery relationship arising from
the colonial past and its continuation
in the economic sphere,. This basically
has an important conditioning factor
in the co-operation situation. Firstly
our cconomies—that is the Thizd
Waorld ones—are not basically comple-
mentary, they had been historically
structured with the primary centre-
periphery economic relagionship as the
fundamental one. Therefore there is
in comparison little we can exchange
between our coopomies although
within this limitation there may be
considerable exceptions. - -

As the backgrownd  UNCTAD
dociimrent prls fe

Y Oue eonseguence of dependence bor bees that
the gtrigetire of the ecopomizs of depelaping cotm-
Fries b tended 4o be oriented more to salisfy e
nredrs of ecowoneic grogtlh of developed commtrier,
raelier tlan fhe cltwnniary héeds of the mars of
their own papedations, fu recent years an increas-
frely fmparfans role in phis process bar been
plaved by frapmational eeperationr of dtveloped
connfrier, wiich excerei re a domifnant infience over
preduction and frade il a bariely of primary com-
modifier and v many branchés of mainifacieriog
ridustry in o farge munsher of depefoping conniries’”,

The background documsant identi-
fies some of the areas of co-operation
based on a policy of collective self
reliance emerging as a result of the
increased bargaining of developing
countries as sources of supply of
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cssential mw materials and of the
existence of new sources of finance,
The document recognises the face that
because of differential development
between the developing counntries
themselves there wonld be increasing
possibilities for exchanges to occur
across the periphery, so that some of
the more advanced developing coun-
tries can export their. products in
exchange for some of the raw mate-
rials of the less developed opes. It
suggests new links among the deve-
loping countries for a wide array of
goods and services including scicntific
and technical co-operation.

It also recognises the faet that a
high proportion of present trade
tlows among developing countries
consist of intra-firm transactions of
trans-pational corporations, which re-
flect the market and production
sharing artangements and for which
related teansfir prices frequently do
notapproximate normal market prices,
It envisages a setting up of several
preferential  arrangements  between
Third World coontrics including the
Services Séctor like Shipping and
Insurance. In addition, it calls for
joint bargaining action vis-a-vis deve-
loping countries and for joint techno-
logical and scientific co-operation,

Must Complementarity
Remain Utopian

E - weill Spotidzal  with the
mechanics or contents of some of
these co-operation deals. Tt is basi-
cally an arithmetical exercisc whete
gi'ﬂ'_‘ﬂ the exports and imposts of the
developing conntries, we could con-
ceptually ﬁnd areas of some comple-
mentarity, even in the case of ex-
changes of traditional raw materials,
For instance using the apt image
evoked recently by a Third World
writer, tea was grown in St Lanka,
sugar in the Carribean, banamas in
Central Americas and Cocoa in Africa
a0 that the British and the Eoropean
housewife could have her 4 o'clock
tew. Itis casy to conceive thatthrough
arrangements of  complementarity,

again’ to’ wse the same metaphor,
Third World housewives could have
their 4 o'clock teas paying the res-
pective praducers a just share, How
ever, such conditions of comple-
mentarity must rémain Utopian when
viewed in the context of whar the
hackground document refers to as
control of these cconomies by the
multinationals: This control, as the
document points ouot, cxists also in
the case of the new manufacturers
that hayve opened up in these coun-
teies. The same vertical integration
estending from the producer at the
periphery to  the consumer at the
centre exists with the corrcsponding
disfunctions of the misuse of transfer
prices, withholding of information etc:

It is here that we must look at the
present evolution of the world system
in context. Pious hopes of getting a
fair deal existed from the beginning
of UNCTAD or even before. In fact
varions regional systems of inte-
gration haf been thought of in the
Third World and T helieve in the mid
Gos, there was one actively discussed
at an interpational  seminar in
Muwara Elipa. The same efforts at
regional co-operation and bargaining
with the metropolitan centre also was
behind the minds of all those wao
suggested producer cartels,  Thesc
incluoded products as varied as coffec,
cocoa, tea, rubber and oil.  The
speakers, on the sccond day of this
conference, who dealt with the prob-
lem of joint action with other fonn-
trics as far as our primary products
were concerned, namely tea, rubber
and coconut emphasized the diffi-
cultics involved in the process. Fur
instance, how dees ops come to an
agrcement limiting  tea, production
when East African  countries  are
reluctant to join it specially when the
tea industry in those countries are
operated by multinationals who have
political influence within those conn-
tries and wao would naturally resent
any limitation of the oligopolistic
control they had on the industry
which a bargaining situation would
tend to erode.

The Case of Bananas

I think to illustrate limitations of
the pure Utopian concepts of co-
operation more cleacly, let me give
the example of a commodity namely
bananas which were mentioned in
the first session of this confercnce.
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It is this product, bananas, which
mave rise to the non-derogatory term
‘Banans Republic® in the same way
as Ceylon became ‘Lipton’s Tea
Garden’.  Today the morket for
bananas is handled hy the trans-
national companies  United Fruit,
Castle and Cooke and Del Monte.
Between them, they control some-
thing like yof%, of the marketing and
distribution system.

Within' the Iast 20 yenrs, there haye
been cost reducing innovations, intto-
duction of warieries resistence to
Panama discase, increased inputs of
fertilisers and the introduction of
larger and quicker cargo ships, How-
ever, during the last two decades, the
price received by producers has re-
mained static whilst imported manu-
factures have risen dramatically in

=price, a parallel to the Ceylon tadi-

tional export produce.  The pur-
chasing power from ecarings of
banana exports declined 6o,

Tt was onder these circumstances
that General Torrijo, the Panami
President started a banana producers
OPEQ, a Union of Central Americi
Banana Producing States. Tt met in
March last vear and Panama, Costi
Rica, Honduras, Columbia and Guate-
mala, all agreed to leyy a one dollar
tax on cvery case of fruit exported.

This decision brought a stroog
counter attack by the banana mule-
nationals.  Castle and Cooke refuscd
to pay the tax and with the existence
of alternative supplies from countries
like Equador, and the producers’ Union
was soon threatened, United Praic
followed the example of Castle and
Cooke, In Costa Rica, the company
went back on & wage saitlement that
had alreday been made and proveked
a sirike by the plantation warkets.
In Panama, hanana cutting opsrations
were suspended “because of re-nego-
tiations” and in Honduras. company
afficials simply stopped the shipments,
leaving morc than 145,000 crates of
Fruit to literally rot in the pore.

A g result of this concerted action,
the countrics conceemed  gave in
under the stubborn stand of the
companics. Recent revelations in the
Wall Street Journal bave pointed out

in addition, the more covert ways in -

which the producers’ stand was
hroken. The Honduras President was
given 11 million dollars to cut the
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proposed 51 tax to 3o cts. a box.-
As soon as this bribe was revealed,
(hearings are in progress in the
current sessions of the TS Senate
into such activities) the President of
United Fruit committed suicide by
jumping from his 44-storey office,

I have mken out thisexample of
co-nperation between producer coun-
trics to highlight the problems that
auntomatically arise in such situations.
I have drawn this example to show
that co-operation for wringing out
concessioms from developed countries
should not be based on false Uto-
pianism but on the fact of what the
1975 Dag Hammasskjoeld Report
calls. “the will and power of the
Third World”. It is in this confext
and to illustrate the central dynamic
invaolved that T would like to draw
attention to the cxcellent summary
of the Listory of UNETAD which
Lal Jayawardena has made.

Wringing out concessions
depends on the will and
power of the Third World.

B T R e
He mentioned thar UNCTAD I

was stamed  with an  appeal to
the charitable instincts of  the
developed countries which fail=d.
UNCTAD II was also a failure and
Prehisch guit. . UNCTADD IIT how-
ever, changed its tactics and began
emphasizing the study of decision-
making organs in the international
system, organs in which the real
ower lay, UNCTAD IV, however,
El:gins with a changed climate in the
international scene where the Third
World nmow has (again to quote the
Dag Hammarskjoeld Repors) “the
will, capacity and power for negotia-
tlons on interdependence from 2
position of strength”. Recent res-
ponses from Wilson, Kissinger, Gis-
card d'Fstaing cte.  indicate the
changing mood of the developed
countrics i response to the new
Third World militancy, The point,
[ wish to make is that our need at the
moment is to tecognise that the
changed possibilities arose not from
any change of plans in the proposals
for commodity changes but in bar-
giining from a position of strength,

specially after OFEC, Paris 1975,
UNIDO, the Seventh Special
Session, Stockholm 1972, Rome
1973, Bucharést 1974, etc.

Therefore, my further remarks are
going to rest larpely on how to in-
crease our bargaining posture, because
it is only within the framework of
hargs.in]:ug from strength thar con-
cessions have been given and will also
in the future be given. So therefore,
I would like to spell out some areas
in which further work will tend to
increase our bargaining posture,

First would be to take 2 leaf from
UNCTAD M1 and study decision-
making organs that structure Our
dependent situations. Whereas UNC-
TAD TI1 strategy in effect hegan the
study of large scale international
organisations, our stotegy should
be to study those international orga-
nisations in the developed countries
that have a bearing on our dependent
situations. Inthe case of tea, one such
carly study was by A, 5. Jayawardena
and Jayapalan, to be followed by the
Government Commission on Ageacy
Houses, The study of the tea industey
institutions were taken a step further
by the Marga—IDS Study on the
marketing of tea done by Paul
Caspersz. 1n short, with this study,
we are now beginning to study those
institutions at the opposite end of the
bargaining table from within their
countries themselves, an adwvantage
we did not have before.

Third World Expertisc

One of the background papets
for this confercnce emphasizes the
need to explore the possibilities of

joint work with institutions
sympathetic to  the Third World
inthe Western countries. This 15 a

prablem that has been raised in the
Western world itself specially rising
from the fact that in almost all Thicd
World countries today there is 4
higher degtee of expertise than avail-
able in the development studies field
in the West. In this respect I believe
we should utilize such Third World
oriented institutions to study these
steuctnres in the  devaloped  comnirics
that deprive us of our fair share of
resources, Thisis a reversal of the
usual developmient studies and which
also rocognises that most of our
problems are due to external res-
traints. My T also add that all
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studies should preferably be under
the guidance of the Thicd World
academics themselves who are actu-
ally engaged in this:

Confrontation and Supplication

Mention was made by Godfrey
Gunatillcke  of the UNCTAD as an
institution whete we confront with
the West and the IMF as one where
we supplicate. Reference was also
made to “The Debt Trap™ that in-
teresting hook by Cheryl Payer on
the TML. For a country which deals
with the IMI as a supplicant, a study
of the IMF should be very essential
for any steategy of self reliance.
I believe we should exchange infor-
mation  with other Third World
countries shout their experiences with
the IMF, the depth of information
which is collecied by IME teams,
the vations options that are open cic,
I am sure the IME in ith operations,
say in Rumaniz or Yugoslavia or for
that matter in Italy would be acting
very differently from the case of a
country like Sri Lanka. And, a
comparative study of these experiences
would be a very instructive cffort for
us speeially in the context of an TMT
which is changing hecause of a
changing world context specially with
the growth of Arab power.

This type of study should also
include TN and other organs opera-
ting on the development front in our
countrics. The Dag Hammarskjoeld
Repoithas a section for the re-nrpani-
sation of various LN’ organisations
(1 believe Lal Jayawardena had much
to o with deafing that particular
section) and it envisages interesting
changes. For our patt weshould carry
out crticel studies on the local org-
anisations, their ability to secviccus,
and specinlly the quality of personnel
ther }E‘m'e. Tt is well known that often
these organs act as a kind of employ-
ment club and any material assistance
they give is tied with an opening of
jobs for the boys,  Our criguiries
should go into how we can utilise
that type of UN (ILO, FAQ ete)
aid so that we who have enough
human cxpertise in this country get
the material aid without the burden
of often irrelevant experts.

Strategic Possibilities

Our strategic position should not
only be the study of those institutions
ar the ppposite end of the bargaining
table hut should also extend to the

ip L)

future movements of the world's
resource positions. With the publica-
tion of various studies of “Limits to
Growth” type, the developed coun-
tries are increasingly making pto-
jections on raw material positions and
thereby also making plans for assur-
ance of such supplies or their alter-
natives., It is here that we have to
make similae studies from our own
perspective about also our foture
requircments of resoUrces as well as
markets for raw materials,  Such
studies should not take a purely tech-
nocratic form but as in developed
countries, they should explore the
entire gamut of the geo-political spec-
trum including the military eventuali-
ties which such studics in the deye-
Ioped conntries often assume,

We should not only study the

psition of resources, that we possess
Eut also resources that may be used
apainst us by the developed countries,
TheDap Hammarskjoeld Report refers
o a study done by a developed
country on the usc of food as a
strategic weapon against the Third
Warld, We should be now doing the
homework on counter scenarios for
such eventualities, st least such studies
should spur us to similar studies fron
nut perspective.

Respectability of Futurology

Godfrey Gunatilleke mentioned i
previous paper about two-ycar 2000
models being constructed by TLeontiel
and Tinbergen from a Third World
viewpoint. 1 personally have sCtions
arademic reservations about the ress
pectability of futurology. ~However,
I accept its use as 2 sensitising device.
In this respeet, it is neccssary to
mention the eatlier 2000 models
developed in the West and the Third
World positions in them. Kishan
fumar two years ago analysed some
of these models as (o their content,
specially the year zoco models adduc-
ed respectively to Caltung and Jungk
and also to Kahn and Wicner. His
work reveals that all such futurologi-
cal studies indicate a diminishing
share of the Third World. in the
world’s cake. Further developing
countries would under these futurolo-
gical scenarios take time periods
meastred in eenturies to reach present
Western standards of living. These
year 2000 models have been widely
quoted and have entered the coni-
ciousness, of the developed countries.

Counter Scenarios

Tt is therefore, recognising the
consciousness imprinting nature of
futurology, for us todevelopscenarios
counter to these. The proposed
Tinbergen approach for example
would not necessarily satisfy the
criteria of & Third World viewpoint
inspite of the latter’s avowed pro-
Third World sympathies. Thercfore,
it is of {:arnmwunt importance for ns
to develop our own models, In this
respect, may 1 add that we have
sufficient cxpertize in our midst
if only the will and imagination were
there to develop them. TLet me just
give one cxample of a recent Cey-
lonesc systems analyst who using
hasically the same type of Forester-
Meadows world dynamics approach
incorporated in the study Timits fo
Grouilh bas analysed Sri Lankan=
devclopment scenarios.

‘This need to develop oor own
scenarios i not purely an intellectual
lusury but also arises from the fact
that some of the scenarios put for-
warid by developed country strategies
crvisage confrontation with the Third
World over raw materipls involving
conventional and nuclear warfare.
I refer specifically to the well known
suggestinns made in & certain deve-
loped country strategic circles in the
wake of OPEC success to sccute by
military farce a corridor of oil bearing
Saudi Arabian land. I also refer to
Herman Kahn's well known nuclear
scenarios which include Third World
situativns. Peter Worsely for instance
from a ‘Third World perspective has
envisaged a warfare with the Third
World with the escalation of bargain-
ing processes. May L also add that
there is a study by a1 few London
based strategists on a Third World
nnelear strategy which in efect puts
Herman Kahn on his head.

T will now attempt to comefo .
the last item which I wish to deal
with and which has been throughout
the seminar repeatedly, referred to by
various speakers, namely the nced for
widespread dissemination of inform-
ation on a Pun—tiit.'_tst bLasis.

Apart from pure information 1
think what is of paramount impor-
tancealso is dissemination ofthe new
theorics and analyses being made to
cxplain this phenomena.  Most of
these explanations lie counter to the
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conventional economics taughe in the
Western countries (at least those
taught in the fiftics and sixties) and a
new science of economies from its
Own perspective and problematic has
emerged. Let me add that the growth
of this new thought parallelled the
growth of UNCTAD and in ficr
provided the background for many
of its positions,

Conventional Economics

These approaches began as an active
confrontation with the hitherto Wes-
tern economic thought. In fact 1964,
the year of UNCTAD I also saw the
well kaown  declaration of Tatin
American’ Economists which dec
lared the emptiness of conventingal
economics in explaining Third World
phenomena and called for in cfiect
a newr Third Warld Seience. These
calls have echoed in the case of Africa
in 1968 where a fresh Inok of the
teaching of economics was taken,as
well a5 in Santiago in 1973 when 4
call was made on similar lines, 'To
illustrate the temor of these calls
I will quote fram the call in Santiago
1973 titled ““Tihe Third Warld Foram
Charier™,

bty it fEeld af ddvas, e Thivd ol
s freguentiy fived wih concepis of develupret,
WK prrfarmaed criteria, with jroioer of o
siratepier and valie sprieme wihich aeps afie
externally duduced and fareely A riate,
Much af the research a‘-:J.I'J.nI’r.lHEﬂ“t'H the depelaping
eopitries Bax been done by acadersice sl trudenie
o fhe indistrialized ramiries and desizmed #a
it theiv omw tioedry end Giterestt rather 2han #hio e
af the Thivd Farld, Eurthévaare, an inalones
bas developed Between the {hivd World and he
itdetririaliced commtrier fn fermey af the flont uf
iifBrasaiionand riscarel findimrs,  The renile ir
ot the indastrialived founprice sty ar b
2iore Infarmaiion, about the Third Warld Ay
the Third Earld bas abost fhe debedped peamng-
mies or. epin oboyd thessseives,  hiv JSerme af
‘aeadenric impevialinm’ dar pot contribiged nir
il it eantritipte fn. the develapment af Ko Thived
Warld commirier ™.

“Basically what ir requived rhew i st
shart of an fntellectond revlntion wbich mur b
catried fo eiry insiitate of fearning and ey
fhinking forum fu dhe Third Warlkd™,

iy in the field of reresrch in the social
roiences the Tiivd 1World bar tended o Je gre-
plaited by the needr and interestr of the dlerdlaped
ccongarier,  The preduminans fmbalance influince s
en researell sivwlesy and mefbadalogy frome the
indystrialized world bave fed fo- g Dasition af
rocfrese Pmbalance i the reain o power ol
wectsion-making fr guch 2 way that Pridrity
Probleser of e Tiivd [Worid comntrier D
dended 1o be dgmored ar “pessarched™ iy Savanr of
established vested Fifererts’.
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We should on our part
make our own creative
contributions.

e e

In this connection T would like to
mention the manner in which our
view of reality is pre-structured so
that we in effect are often left out of
discussion of the central issnes, Yes-
rerday a colleague was mentioning in
a private discussion the name of
Chenery, the World Bank Economist.

Recently Chenety has co-authored
a book Redistribution with Growih
which is now being seriously pushed
in all the Third World countries as
the latest gospel. I belieye there is
much to recommend in the book but
let me illustrate the manner in which
the book was actually written in the
developed country context.  ‘The
book was co-authored by members
drawn from the Institute of Deve-
lopment Studies ar Sussex and the
World Bank and was the result of
discussion on drafts prepared Ly
varipus members. The process of
Writing, let me assure, wasnot purely
academic but also “political” and
involved a high degree of bargaining
with very different drafts and many
significant portions of the chapters,
were left cut in the final doaft, T was
at the IDS and sat in for some of
these discussions and T know that
some of the 1DS authors were for
instance unhappy about the fina
drafts they had to adapt on account
of World Bank pressure. Now the
book was published last year and in
the organs of the IDS the book was
revicwed critically and an interesting
discussion has emerged, What I am
tiying to point out is that this docu-
ment which will be pushed as a policy
puideline for us in the Fitare and
which many of us will begin to quote
as authoritative is a product of in-
tense discussion in the developed
coutitry context. I believe that if
wemust depend for  intellectuyl
sustenance from abroad we should
at least enter thar spirit  of
critical and aware discussion oo
in much the same way as’ 51y some
other Third World countries do.

I am sure by now Gamani Coreq
must be somewhat concerned with
onlv  Tatin  American thought

underpinning  UNCTAD puositions
and  must  be vearning for Sri
Lankan effects ton, Well at lesse I
hope he is,

There is in the Western wotld much
more information about our problems
than we oursclves possess. At an
undergraduate level some of the ideas
that we are discussing here are deci-
mated in the Wese

There are in the Western world
several new journals apart from
the'  academic Ones,  that cater
specially  for a4 Third World
perspective, I refer to  month-
lies like the New Tuternationalist of
England which provides 1 Third
World perspective covorage as the
Eeonomist does for a British city-
oriented clientele. 1 believe as # first
step we should at least take to those
journals that deal with eeonomic
problems from our perspective,

A Dynamic Body of Thought

Within the last decade 1 new
dynamic body of thon ght has emerged
providing sufficient explanation from
the Third World perspective. These
originated with the structuralist views
of some Latin Americans leading to
the dependency theorics as well as
other more recent formulations. In
this tradition of the new thought
ure those like Frank, Furtado, Staven-
hagen, Sunkel and Santos associnted
with the Latin American scene,
Emumanuel Wallerstein from Canada,
Arghiri Emmianuel from France and
samir Amin from Africa.  Some of
these writers have also been the co-
authors of recent” UN and other
declarations of Third Warld positions,

It is however, tegrettable that the
works of these writers are hardly
known in Sri Lanka (I believe Tal
Jayawardens and Godfrey Gunarillele
referred to themm in their discussion),

It is of absolute impottance that
the works of these writers who

arc forging a new Third World

“Social Science should be made avail-

able,

So let me conclude by stating that
our highest priority should be in co-
operation in the information and ana-
Iytical sphere, We must exchange our
experiences with other Third World
countries and learn from each other
and we should on our part make our
OWn creative contributions,
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THE ECONOMY

Outward Looking
Economic Policies

It is quite commonly said that in
mpst developing countries the scope
for import substitation has now been
virtually exhausted and that these
countries should now concentrate
on export-oriented industrial deve-
lopment. In short, the ‘inward-
lnoking® (import-substituting) ccono-
mic policies should now give way to
‘outward-looking®  (export-oriented)
policies.  The import-substitution
policies followed by the developing
countries during the last two decades
or so have been the subject of much
criticism in recent years. It has been
pointed out that such policies have
led to the creation of high-cost
industries confined to sheltered domes-
tic markets, unable to reap cconomies
of scale; being high-cost, they are
unable to achieve a break-through
into export markets. The so-called
“foreign exchange constraint’ on deve-
lopment has continued to be a major
problem under such a policy and the
problem has in fact worsened owing
to the continued existence of a high
import coatent in the final products
tarned out by thesc industries, Thete
employment generation has been low
and frequently the technology used is
imported and inappropriate to the
conditions of a developing economy.
Ivianl:rﬁnlics and mdnepolistic prac-
tices have grown up in domestic
markets fully sheltered from foreign
competition. In short, the nature and
magnitude of economic growth that
has resulted from import-substitution
has been disappointing and fallen Fat
short of original expectations.

There is undoubtedly some truth
in these assertions particularly insofar
a4 some of our manufacturing indus-
trics are concerned., The growth of
manofacturing industries, particular
Iy under the private sector, wasia by-
Frudut"t of balance of payments prob-
ems and took place in an ad hoc
manner rather than in  accordance
with a conscious industrial develop-
ment progtamme.  Under the import
restrictions imposcd sinee the carly
sixties (for balince of payments rea-
snns) manufacturing industrics of all
kinds grew up to exploit a sheltered
market, and many of them suffée
from the shortcomings listed above,
Despite the liberal fiscal and other in-
centives available for non-teaditional
exports, many of the impest-substi-
tuting industrics have not faired well

than 50%, in recent years. The most
recent Industeies Survey, the Central
Banlk’s half yearly survey of industrial
production, also shows(as in the table
at bottom left) that overall industrial
capacity utilisation, as a percentage
of the total instilled capacity, which
amounted o 4o0.2 percentin 1974,
with the heavy increase in Groups
5 andog, 15 likely to rise to 54.7 percent
in To75. Still in the region of jo per
cent.

“Inward-looking” for Agriculture
and Primaty Production

While the criticisms levelled against
an “ioward-looking’ policy contain a
high degree of validity in the case of
many manufacturing industries, they
lose much of their validity and rele-
vance when it comes to import subs-
titation in the field of agriculture and
primary production. In fact, the
problem in many developing coun-

IMPORTS OF SELECTED ITEMS OF HIGH IMPORT
SUBSTITUTION POTENTIAL
(Rg, millions)

Average

1970 1071 g7 1073 9Tg 19T0-T74
1. Rice {18 19y 102 270 yEo 333
3, Supar 170 345 238 3a] {7 Tz
3. Milk and milk prodicts 55 47 57 T 70 fio
4= Fish Products i1 T 3 52 50 6
5. Grams and Pulscs fig a3 oi 31 7T 51
6. Yarm and Theesd 4T 40 01 z1 a5 Af
7. Ferdlizee fr 50 6% I11 221 107
#. Toral 790 701 it 876 1333 gob
oo {8 as % of total import bill Aifrd 3=l T T T

Source: Curfoms Stalinics

in the export ficld. Thenarrow domes-
tic market coupled with limited
furcign exchange allocations available
for raw material imports have led to
the growth of considerable under-
utilization of capacity. The capacity
utilization in the manufacturing in-
dustrial sector as a whole has been less

Induscrial Group

1. Munufactuee of Food, Bevermges and Tobaceo
2. ‘Texriles, Wearing Apparel and Testher Industrics
Manufaceure of Wool and Wood Prodocts including

Famiture
4. Manubicture of Pa
5, Mhnufacfure of
Plastic Prodducts

6. Manuficture of Non-Metallic Mineral Products ex:n:rl;}

Perroleum and Coal
Basic Metl Products

!

Transport Equipment

g Manufactured Produoees (not éts-:\\'hl.‘rt"‘:pl:l:iﬁctﬁ-

s andl Paper Products
emicals, Fetroleom,

Mancfacture of Faheicated Metl Products, ]\Tm’lﬂl;jntqf and

Capacity  Utilization
Rate (35)
1974 178
6.1 fifi. 3
450 5.3
3.5 376
430 4.2
Caoal, Rubber and
LE] 63,4
TH.O 66,
iy 13.0
330 45,6
6.9 38.4
Total 402 4.7

tries such as Soi Lanka is that the
policy of import substitution has not
ticen carried far enough in the field
of agriculture and pomary produc-
tinn, Only limited progress has been
made in the exploitation of the con-
siderable growth prospects available
from the import-substitation in this
sphere.  The potential scope for
growth available from such a policy
cannot be matched by any other
policy in the short and medium term
at least. A glance at the fmport
statistics in the table abowe, will
readily show the available potential.

As seenintheabove table during the
five year period 1gye-74, theaverage
annual import bill on selected goods
with a high import-substitution poten-
tial has heen Rs. gobt million or about
one-third of the average annual import
bill, This figure caleulated at the
official exchange rate grossly undec-
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states the real value of these imports
in terms of scarce foreign exchange
fesources,  When these imports are
valued at the FEEC rate of exchange,
the figure rises to nearly Rs. 1500
million. Morcover, these figures do
not reveal the actual extent of the
country’s requirements of (or the
import cdemand for) these goods.
They only reveal what the country
eould afford to import with the res-
tricted foreign exchange availabilities,
Hence the scope for possible substi-
tution by local production goes
beyond what these figures sugpest.

The foreign exchange saving that
15 available from import substitution
in these goods is of a magnitude
that cannot be easily matched by the
foreign exchange earnings that even
the best of export-oriented industrial
development plans can  promise.
Moreover, import substitution in this
sphere is also attractive from the point
of view of employment gencration
and income distribution. A consider-
able portion of the benefits of such
policies is likely to flow into the
rural sector of the economy. One
development strategy cnvisages con-
centration of efort on those sectors or
point of the economy which promises
high growth potential, the so-called
‘growth poles’. In the case of Sri
Lanka, for the next few'vears at least,
the development efforts must con-
centrate on the following key areas:
(2) principal foodstuffs eg.  rice,
sugar, grams and pulses (b) animal
husbandry (c) fisheries (d) principal
mw materials for industry, e.g. cotton
and (e) agricultural inputs e.g, ferti-
lizer. In the current economic
context of St Lanka an ‘inward-

-looking” policy in the above men-
tioned fields presents immense scope
for rapid economic development.
While the export-development envi-
saged in an ‘outward-looking® policy
should undoubtedly receive emphasis
intheshort and medium term at least, a
concentration of the nation’s develop-
ment efforts should centre on import
substitution in primary production
and selected agricultural inputs such
as fertilizer,
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Banking

-  Finance
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The conniries of the Asian region are Zearing their banking systems away
Srom the earlier colonial patterns to what has been called “developmeent
banking”. In Oclober thit year a conference of chief excecntives of Agricul-
¢#nral Develspment Banks in the region met in New Delbi i disears prof-
lewss of rural development. The siatement ivrved by the Conference, which we
réprodice below, is a suecinet summary of current thinking on the mbject.
Conference by the Gemeral Managers
of its Jeading banks, the Bank of Cevlon and People's Bank, Mr. M.
Mbpbeed and Mr. Donald Kannangara.
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Sri Lanka twas represented af this

THE “NEW DEVELOPMENT
BANEING”

Preamble

As the crisis in development deepens
in the Asizn and Pacific context, the
challenge to all institutions is to
contribute to the greatest possible
extent to achieve a turning point, The
crisis lies not only in the fact that
develspment in the past quarter
century has not resulted in the better-
ment of the economic and social
conditions of perhaps 8o%, of the
people of this region, who are
mainly small farmers and landless
poor, but in that their basic human
values are being eroded by a frap-
mented process that by-passes them.

The task before all institutions is
to ensure that development is viewed
a5 a whole and involyes development
of people—their human as well as
economic necds—as an evolving pro-
cess, Man is Asia's greatest asset.

In the Asian and Pacific region, in
view of the present stage of deve-
lopment, the land-man ratio and the

rate of increase of population, there is

little 'choice, but to encourage a
“collective™ approach to the problem
—an approach which strengthens the
individual capacity and exists with
his consent and t6 serve his interests
in the long run.

The Process

The small farming communities are
fragmented by individual and social
interests working from within as well

as outside’ these communities. Often
tradition of individualism forms part
of the value system of such commu-
nities. Flowever, we realise that small
and - marginal farmers can become
viable through joint action. It is
important to note that hastily formed
groups for gaining assistance rather
than for action arc by the very nature

‘of their objective different from

groups that are striving for self-
reliance and for community action.

The banks or any other develop-
ment agency wishing to stimulate
formation of self-reliant farming com-
munities would gain if they bear in
mind that the initiative for formation
and sustenance of the group must
emerge from within the group.

Therefore the aim should be to
develop communities in & way that
joint decision making and action
replace individualism of farmers. It
may be assumed that decisions taken
by these groups would be such
that they will be within the capa-
cities of the communities to imple-
ment. When these decisions are
implemented the group would have
taken a step towards self-reliance.
Movement to a higher plane of tech-
nology will come as a consequence
of such effective group actions. The
banks and development agencies will
have a role to play in up-grading
technological levels by a gradual
Process.

The group decision or aspects of
community life will provide‘the plan
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of action for the area, A larger sup-
portive plan may have 1o be deve-
loped by banks and other develop-
ment agencies to support 8 number
of such groups in the area. Such
plans may highlight development
prospects. that are as yer beyond
the imagination of individual groups.
The supportive plans may provide a
framework for larger action,

Role of Banks

Ta the context of what bas heen
stated earlier, the role of banks in the
developing cconomies would have
to. be re-defined, to enable them to
lend support to small farmer deve-
lopment. The institutional capability
of the banks to mintivate weaker sec-
tions is very much more crucial than
the mere provision of crédit, This
the banks ate in a better position to
achieve by mobilising local sayings
and ploughing them back for the
economic tegeneration of the area.
The re-cycling of resources would be
conditioned by the requircments of
the small farmers for their prodioctive
operations and their basic consump-
tionneeds. The firmersand the family
members would conatribute the re-
gources which they command wviz:
the labour and their native cxpertise.

The banks would bridge the gap
in resources.  This credit would, by
and larpe, be converted into “agro-
seryices’.  The banks need not
only finance the production cycle of
the group, but may need to help the
gtoup arrange for the marketing of
the produce, their consumption re-
quirements, help the group take up
ApTO-processing activities, so that the
benefits accrue to the group. Finally
the effort of the financing institutions
wounld be to help the group cont-
nually refine and improve the package
of practices. This should be in tune
with their local ethos and aspirations,
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While the initiative for the formation
of the groups should be self-pene-
rated, the banks may examine if they
have some useful role to play in teig-
gering the process of thinking along
these lines in areas which may not as
yet hive been touched by the concept
of collective solution to individual
problems.

Re-orpanisation of the Institutions,
Stroctures and Systems

In order to achieve the poals of
group development, the banks on
their part may have to re-structurs
their organisational set-up at the ficld
level and make appropriate changes
in the existing loan policies and pro-
cedures to suit the needs of smaller
farmers. The supgested changes in
this regard are the following:—

(1) the organisational set-up be made
more field-oriented with greater
emphasis on de-centralised deci-
gion making pertaining to the
sanctioning of loans and pertaining
to the arrangement of services
required by farm groups.

(z) appropriate changes in the eligi-

bility criteria be made so s to

enable the group to acquire credit.

the loan application forms and
other related documents be more
guited to group lending.

(3

{4} the security requircments be made
such that they incorporate group
responsibility as a  security for
the loan.

With the re-orientation of the nation-
al development banks the international
financial institutions would also have
to re-examine their own approaches
and procedures to facilitate the pro-
cess of change.

Action Projects

There are o number of interesting
and inspiring examples of the new

type of rural development projects.
These provide valuable insights into
the process of development. Mere
observation and static analysis of
these efforts is an insufFicient basis for
learning, particularly as muldplication
of these projects at a rapid rate is the
prime objective of development insti-
tutions. The best way for the banks
to learn and to train their personnel
in this new kind of development
banking is to getinvolved in initiating
such experiments at the ground level
in sclected areas. These “laborato-
ties”” which would combine social
action, economic development and
sound banking in the right propoi-
tions derived through ‘2 pragmatic
method, would be the proving ground
for ideas and people. Analysis of this
accumulated experience will create
the necessary knowledge which is a
pre-condition for massive action at a
later stage,

The Conference recommends that
cach Bank should undertake at least
one action project which is based
on the spirit of self-reliant develop-
mentdescribed in thispolicy statement,
The size of project, its nodal thrust
and its organisational form may be
decided by each institution in con-
formity with the needs of the area and
the philosophy and capability of the
baglks,

The Asian Development Institute
in collaboration with national insti-
tutions may provide to the banks
such assistance as is necessary for the
formulation of the projects. It should
also provide a mechanism for the cx
change of personncl between the
banks and a continuous forum for
pooling of experience to dccelerate
the process of developing a body of
knowledge on ‘mew development
banking® to assist the Asizn banking
community to mave forward in
LS.,
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TECHNOLOGY

Clay Refrigerator Runs Without Electricity

RErniceRaToRs available in So Lanlka
are constituted of a small freezing
chamber and the main volume of the
appliance which is kept several de-
grecs above freczing point.  Meats
are generally stored in the freezer
while vegetables among others are
stored in the main part of the refri-
gerator. ‘The cheapest refrigerator
today in Sri Lanka costs about Rs.
4000/~ and consumes electricity and/or
kerosene,

An Indian engincer Shri N, Ramu
has developed a very cheap refri-
gerator which provides some of the
facilities in the more expensive varie-
ties. The refrigerator runs without
clectricity and costs only about Rs.
100/~ and is based on the principle
of the cooling effect created by the
eviporation of water,

Simple in construction and design,
the new refrigerator uses hollow
blocks of baked clay available in diffe-
rent lengrhs from 13 ft. to 2% Ft
Eipht blocks of sujtable size are
sufficient for a 2.5 cu.ft. capacity
box-model refrigerator; for greater
capacity the number of these blocks
may be increased. The refrigerator
can also be made in the shape of an
almirah with shelves to store fruits
and vegetables.  The hox-mod=l
would cost about Rs. jo/- and the
almirah type about Rs. 100/~ accord-
ing to Shri Ramu,

The refrigerator can be constructed
by any mason by mounting the
blocks on a conmcrete platform and
fitting an airtight insulated door on
one side. Water, the only refrirerat-
ing agent used, is filled in the hollow
blocks, which arc interconnected by
a suitable arrangement, The water is
drained out when needed through a
spout provided at the bottom of the
refrigerator. The top of the box is
closed by a thin reinforced concrete
slab with small holes, which are
essential for effective functioning of
the refrigerator. As water evaporates,
the sides of the blacks get cooled and
provide refrigeration by convection.

Shri Ramu has found that the
temperature inside the hox remains
between 732 to 75°F.  This tem-
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perature as well as the required
humidity in the refrigerator are
almost constantly maintained, irres-
pective of any change in the room
temperature.

Tests conducted with the new
refrigerator have shown that vege-
tables and Fruits retain their freshness
for a number of days and can he
utilized directly for cooking or eat-
ing, unlike those preseruedg in elec-
teical refrigerators which need to he
bronght to the room temperature
before cooking or eating.  Fruits
like lemons, limes and sweet limes,
and vegctables like beetroots and
raw bananas retain their texture and
freshness for over two weeks, Other
vegetables remain fresh for to 3 to 10
days.

The new refrigerator has the dis-_

tinct advantage of having a very low
initial cost in comparison to the con-
ventional refrigerating machine, It
entails no running expenditure and
can be utilized cven at places whete
thete is no electricity.  Apart from
homes, this type of refrigeration
system could be profitably utilized in
restaurants, food processing indus-
tries, vegetable markets, etc.

Towards a ‘White Revolution’
Soya Millk

IN a previous issue of the Economic
Review attention was drawn to the
production: of milk in the country
and the total inadequacy to meet the
country’s requirements. There we
recorded a fall in the production of
milks, as well as the mapid decline of
the elite milk producing herd in the
country, Further, the annual mill
production of local cows in the
South Asian region not belonging to
the elite category is only abourt 17;kg.
compared to 4134 kg in U.SA.,
3950 kp. in the UK. and 3902 kg. in
MNew Zealand. With the paucity of
milk imported, a  supplementary
source of milk that is emerging
is soya milk.

The basic raw material for soya
milk is soya bean. It contains about
4054 protein and 209 oil. It is now

being prown extensively in Sri Lanka
and processed saya hean could be a
very good source of protein.  The
Indian University, Pantnagar Apri-
cultaral University has developed,
soy: milk as one of its soya products.

Soya milk has a protein content
similar to that of milk: It can be
mixed with ordinary milk in pro-
portions as’ high as jo:so. This
mixture is almost indistinguishable
from cow’s millk. Thus, soya milk
and ordinacy milk can not oaly co-
exist but also supplement each other.
As for the nutritive value of S0y
milk, the data given in the following
table speak for themselves:

DNuiritive Coo's  Soyg
Clanriftnsnt s meil® el
Proteins 1 R b L
Fats CH A
Carbohydrates - 205
Minerals oy a5y

Though equally nutritive, the pro-
duction cost of soya milk packed in
bottles or sachets comes to only ahout
one-third the cost of cow's milk,
Soya milk can be imparted with any
flavour or taste. With the addition
of G to 7 percent sugar, it can be used
as a pood beverage. Th= unsweetened
milk could also be used in other
forms like curd.

Soya milk can be stored for quite
2 sufficient time. Pasteurized soya
milk can be stored for about a week
at 52 C. The milk can be kept in
bottles, . plastic sachets or in bulk
containers according to convenience.
About 10 litres of soya milk can be
prepared from one kilogeam of soya
grains.

The soya grain has to pass through
a number of processes before obtain-
ing soya milk, The various processes
involved are cleaning and grading,
de-hulling, cotyledon separation, blan-
ching, wet grinding, colloid milling,
blending, homog ‘nization, boiling,
chilling and packaging.

According to the Pantnagar Agri-
cultural University 2 plant producing
10,000 litres/day of soya milk can be
set up with a capital investment of
about Rs. 1o lakhs, The investment
could be reduced to only Rs. 1 lakh
in case of modern dairies already in
cxistence.

Soya milk is already extensively
used in some countries like China and
Japan.
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' COMMODITIES

TEA
Increased Earnings
Over Rs. joo million

Sti Lanka’s foreign cxchange earnings
from tea exports, for the first 10
months of this year, fetched over
Rs. soo million more than during the
same period last year. Prices fetched
during this period in the Colombo
and London auctions show a higher
average price per kilo. The infor-
mation pertaining to the prices are
given in the tables on the right.

The rising trend in tea production
continued into October and (as
forecast in the Eeonomic Repiew of
May 1975) the declining production
trend of the last few years has been
reversed. Tea production for the
period January to October 1975 Was
399,992,315lb compared with 365,082,
B3o in the first ten months of 1974.
Exports during this period amounted
to 393.9 million pounds in 197§
compared with 325.0 million pounds
i 1974

COLOMBO AUCTION PRICES

{ Fenpees per kild)
1974 1973
High = 6,56 7.10
Medinm : 5.96 6.41
Low ... G.36 Tai4
Total e 6.40 fuge

LONDON AUCTION TPRICES

{Iew pence per Rilo)

1974 1973
M. Indin 5 sB3y  6z.78
5, India e ix s2.45 5806
Sri Lanka 5943 0344
Kenya G3.06 6551
Uganda fo.z5 G1.ol
Tarezania i so71  Gda4
Bumndi s6i57 3BT
Rovandia sB.39 63,68
Faire ety LML T T
Malawi $5.00  §7-1E
Mozambicue jo.8z SL.II
Bangladesh 4607 shige
5, Viemam s2.3z j6iof
Mew Guinea ... $5.17 5566
Brazil sH.55 0 abzz

Britain's Interest in World Tea Agreement

The British govermnment is discussing with
the main Commonwealth tea pro ucing
eountries the scopeforan international pgree-
ment on problems in she tea industry. The
Eritish government believes the salution 10

roblems mmst he sought on an international

asis. Discnssinns were recently beld in S
Lanka with British officials where we made
a strong case againscthe continuation of the

ractice by international instimtions like the
%?nrld Bank, the Commonwealth Develop-
ment Corporaton and other leading inst-
futions of piving fnancial asslstance to
countries for expansion of tea acpeape, The
LK. delcgation favoused an export quoti
agreement between exporiers and importers
which the British government could by
administrative methods put into cffcet: if
thers was 1 consensus ameongst the major
exporters and imporicrs.

The problem arising from a long-term
agreement for ted, hasically # regolation. of
exports throagh expott quotas at agrecd
price projections will be discossed further
in Febroary 1976 when Sri Lanka hosts a
conference of the principal tea esporing
countries. This will be followed by & meet-
ing of Commonwealth tea producers in
Iondon on the eve of o FAO meeting in
March 1976, Matters to be considered in the
future inclode—
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1. A schemc of subsidising carnings of

tea producing conntries if prices of tea fall
below an agreed level,

2. Alevy on im{_mrts of tea fl:r‘fro‘mu-
sional work, Such funds to be used in the
game country for genericpromotion of ten,

3, A special committee to-be set up for
statistics to keep in tonch with cusrent prob-
letns on foa.

4. The need to analyse trends in red
prices and to identify prices that are suitable
and remunerative to the tea producers.

5. The need for both exporters and con-
gumers to get togethet,

At the Seventh Sessionof Sub-Group of
Exporters of the Internatienal Group on tea
held in Jan. 1974 under the FAO auspices
it was agreed that the quota for 1974—197§
be 1450.6 min, Ibs, and 1593.5 min. lbs. for
1g75-1976. The export qaota for Sri Lanka
was 472.2 min. 1bs, for T8t April o73 - 318t
March 1g74 but Sri Lanka's exports were
only 233.4 min.—a shortfall of 3E.8 mln; lbs.
The export quota agreed for Tndis for the
same petiod was 48o.2 min, lbs, bot her
actual exports were only 416.6 min; Ihs.,a
shortfall of 63.6 mln. Ibs,

WEATHER AIND CROPS

There were heavy mins during Oct, - Nov.
1575, Despits prodocer belief that the heavy
1ains recorded recently would have led toa
deeline in crop compared with last year,
eaglier forecasts have proved correce as iea
crop for October has recorded 16,248,247
kilogrammes as against 15,480,035 ialao-
geammes for the same month in 1974
incrense far Jan, = Oct, 1g7§ a5 ngainst the
same period in 1974 Is therefore, 15.8 million
kilos. i the toml harvested to date being
181,434,678 lkilos, as against 165,599,983
in 1974.

Oct. 197§ Oct. 1974

High 3,308,113 5,823,507
Medinm 1,367,600 5,119,932
Low 1,572,437 h345,590
Total 16,248,247 135,480,033
Jan./Oct.  Jan./Oct.

1975 1974

High 68,204,572 04,679,999
Medium 62,672,241 571:.5 B,o36
Low 50,556,084 43,661,035
Totl 181,433,678 165,598,583

First Consignments of Tea
for London Auctions

The first consignments of tea to the
London Tea Auctions on behalf of the
Tand Reforms Commission were loaded 2
Colomba and Trincomalee on 215t Navem-
ber, 1975. 1n the Colombo port 2 consign-
ment of tea was loaded on board the 5.5
Lagmedon by smtutory tristees, Mack-
woods Estates & Agencies (1972) Ltd.
who were the first stamtory trustees to be
prunted approval by the government for
export of teas for salé at the London anctions.

In Trincomalee o shipment of Goo tons’
was loaded by MMjs. George Stenarts, also
statutory Lrustecs,

LOWER FREIGHT RATES FOR SRI
LANEA'S SORGHUM & MAIZE

The Ceylon Ft:iﬁht Burean of Sri Lanka
has persuaded the Ceylon(Straits Honghong
to grant 5ri Lanks promotional freight sates
for expors of sorghum and maize to be
effective from November 1, 1475 till zoth
Jonc 1976, The rate is 19.80 1.3, dollars
Far 1ooa kilos subject to currency adjustment
factors and the prevailing bunker surcharge.
Under the Food Drive sorghum and maize
cultivation were encouraged bot the influx
of low priced wheat flour into the loeal
market did not make it remunerative for
formers to underrake cxtensive coltivation
of this crop. Unlike kumkkan, manioc,
sweet potitoes and other yam gubstitutes
gorghum and maize were not as populas
smong the people.  The Paddy Macketing
Board is therefore-aiming at export orders
from Singapore and some far East countries,
but for Sri Lanka to be competitive freight
charges had to be redoced,
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COCONUT
Actual Exports
Export earnings  from  coconut

products in October 1975 at Rs. 49.0
m. indicated an increase of Rs. 23.3 m.
in comparison with the previous
month and Rs. 9.8 m. drop in com-
parison with the corresponding month
last vear.

Farnings from the export of coco-
nut oil in October 1975 at Rs. 19.8 m.
showed a recovery from the previous

Fibre trade recovery

Earnings from the export of D.C.in
Oectober 1975 at Rs. 17.5 m. showed
a slight decrease of Rs. 1.2 m. when
compared with the previous month.

Earnings from the export of coir
fibre and fibre products in October
1975 at Rs, 8.4 m. showed a substan-
tial increase of Rs. 3.9 m. when com-
pared with the previous month. This
was an indication of the recovery of
the fibre trade. Details in mble
below.

RUBBER

Sti Lanka’s export earnings from
rubber had dropped by over Rs. 150
million upto the end of October,
when compared to the same period
last vear, Though the exports of
tubber during January to October
975 has shown a substantial increase
in quantity, export earnings at Rs.
492.6 m. was lower by Rs. 150.9 m.
when compared with the corres-
ponding period in 1974. R.S.S.:
prices averaging Rs. 1.50 per Ib,
during the month of November were

LGSy diop: higher-than those of the correspond-
ing month last year by 46 cts. Average
prices for September and October
this year were Rs. 1.46/lb. and Rs,
1.47/lb. respectively as compared with

EXPORTS OF COCONUT PRODUCTS

1974 January - October 1975 January - October

aliinre Falie R, adisnre Fale R, Rs, 1.20(lb. and Rs. t.z1flb. in the
Coconur il Cwrr 361,010 122,203 Al jb;,-,r;? |éz,35_‘,g.{: currespcnd_mg months of 1074,
i 64,219 107:258,775 443,200 EGT, 535,384 7 1

Copri = 120,000 2g1,6560 9,000 3:643,340 Production Increase Forecast ]
gﬂﬂ?j“f - T804 977,715 19,920 - 524,55? It is reported that the International
reshnurs i L3133, 557 0uts 2,074,730 23,201 22,876 1 dir &\ har
Fibre Prodices IBrz;501 47,620,740 1,060,258 ',rl:-:nS]r,]'DH ?,u jbci fltut} fGlj'd"-'“lP tl:-:[Rf r}liﬂ:\]j“b
Shell Products 496,570 26,060,229 TR, 154 11,800,753 Drecast that wo natura Iy
- - —= production for 1976 will increase to
Total Value 436,504,920 497,209,743 3.5 million tons from an estimated

3.25 million tons in 1975,
SPICES

Cardamoms earnings up

Lxport earnings from spices during
the period January to October this

RUBBER EXPORTS

z 1574 1073
year continued to be lower than the January-Ociober January-October
corresponding period in 1974, With . e
the exception uFfﬂrtiﬂmums all other ,Qrﬁrmu- Fadue ﬂ:ﬁuk{}- ;’afr:e
spices showed a decline both in (fis.) (R ) (s (s o)
quantity and in value. Cardamom g . Ciepe 7,119,853 334 §:23 700 219
£XpOrts at §,251 cwis. fpr the first ten Tatey Crepe 68,404,073 200.4 44,482,233 1h4.0
months of this year showed a substan- gﬁnm ]Ergﬂt :s.aﬁg.94i: 568 E;.z;:.ﬁré 5?5
inl ine 1 ] ect hubber ... 134,108, 70} 341.7 105,84, 70 ahi,
tial mr:rt:.aqs:: S tH-{: S pcl‘iu:rd_m Block Rubher | 1,093,032 3.0 2,032 Byo¢ 3.z
1974.  Total earnings from spice ot a1ad ‘o0g 94204 B
cxports upto October this year were L =
Rs. 47.4 m. compared to Rs. Gg.z m. Grand Total 236,719,736 G434 2go,103,328 492.6
during the corresponding period in
1574,
ESSENTIAL OILS
1974 1975 . . :
3 January - October January - October Exports of einnamon leaf oil and
Luantity Vala Sy i citronella oil have shown a slight
Cdr, Ri. . s, Ry . : ; ¥
Spice Exporis : increase in October compared with the
Clinnamon 121,136 79,3 62,294 59,99 xports during  the previous month.
Cadanon 1836 4:0 gises 0 ilfwever tot:lgl ex m!:s of these {tems
Cloves 9,803 10,5 1,160 5-3 : i 2P =
Pepper o017 3,0 I,ig2 .2 during the first ten months of this
Nutmey £ L2k L3 ik R year were much lower than compared
Essential 0il [E,,:_Fam with the cﬂrrcsp_onding period IIn
Cinnamon ot .. LT13 4.7 813 53 1974. Total earnings from essential
Cinnamon Back Ol .., Iz 3o i, Rk uil exports upto October this vear at
Citronellz Oil 2,408 5.1 1,670 1.7 | = s
Ginger G 0 a.5 2 ooy Rs. 3.6 m. wWas DwWer ]J}- Rs. 8.1 m.
Cutdamnr]n 0il g a.7 3 £.03 when compared with the corres-
Clove i 14 L = = ding period in 1974. Details are
Nupmep Ol .. 72 2,2 03 A pRacing. p 74

given in the table at left,

7 . TR |
S\ mipiis SR eEne £
oLy # zgm
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WHEN SIX RICH NATIONS MEET NEAR PARIS

The three day economic summit of
the six leading industrialised nations
that toole plice at Rambonillet near
Paris in mid November brought,
uice again, to the fore the strange
economic  dilemma in which the
western world 15 now caoght up.
We had the heads of Government of
the USA, France, Britain, West
Germany, Italy and Japan pledging
at the end of their confabulations to
co-operate closer in managing their
increasingly inter-dependent econo-
mies and agreeing to fight vigorously
against “high uncmployment, conti-
nuing inflation and seriouns cnergy
problems' without the slightest indi-
cation of how they could achieve
such inherently contradictory poals,

Dilemma

The dilemma facing these societies
15 that if they tke energetic steps o
revive economic activity they would
provoke a new outhreak of inflation.
On the other hand the steps taken to
curh inflation could prolong the
recession which threatens te become
chronic, Today there are as many as
tz to 15 million unemployed in the
industrialised Western World; whilc
inflation rates in these countries vary
trom Britain’s z5 per cent to G per
cent in West Germany. The severity
of inflationary pressurks in these six
ccountries cannot be vndercstimated.
This became quite appazent in the
tone of their final declaration which
stated that their most urgent task was
“to reduce the waste of human re-
sources in unemployment”. In the
same breath they were compelled to
caution that “in consolidating the
recovery, it s cssential to avoid un-
leashing additional inflationary forees.
which would threaten its success’
The political and social consequences
that could arise if this situation got
outof hand is causing serious concern
in the Western World, most of all
among its leaders,
Anxiety

The Western press voiced much of
the fears of their leaders and anxiety
at the inepiness of these heads of state

to sugpest any concrete solutions.
Britain's Grardrian, for instance, ex-
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pressing alarm added that at Ram-
bouillet they found a loose aprecment
on such things as corrency and
tariffs, which eould “also split the
industrialised world into & kind of
fatal fragmentation that helped ereate
the pgreat depression of the thirties
and the terrible wars that were part
of it". The reaction of many obser-
vers, and some aides to the govern-
ment chiefs, was summed up by
Londan®s Daily Exprere, which dub-
bed the gathering ““Non-Lvent of the
Year”,

Other reactions were the Eeosomisr
“In sum, not a trinmph bot not jost
a masque, either”; and Téwe magazine
“Tn sum, face to face discussions
seemed to give the six leaders a
berter grasp of each other’s proh-
lems™,

It was exuctly this concern with
only “each others problems” that
evoked the obvious reaction of the
Third World that it would have been
a far more Fruitful exercise had these
siz leaders also discussed the problems
of the less developed world.

The Rambouiller summit brought
also to the fore the reality thatthe
world community is getfing maore
compartmentalised at the economic
level, Here the Western industrialised
nations upset beyond control by the
geoup of oil producing countries whe
decided to assert their rights en Bae
as raw material producers, the western
socialist states pursuing their own
goals at various levels of planned
economic activity; and finally the
Third World comprising largely of
raw material producers at the merey
of a system still not within its contral,
A closer and moré meaningfol dia-
logue among all nations and an accep-
tance of the inevitability of a new
and maore permanent cconomic order
is what the Third World is now com-
ing to take for granted. This attempt
by the world’s richest nations to
consolidate and preserve their stan-
dards at any cost can cause dis-
enchantment throughout the deve-
loping world,

Disillusionment
Rambouillet was certainly an occa-

sion of disillusionment at lease in one
tespect, The six said that they wauld
play their part in urpent measuores
to help the Third World meer its
deficits and to srabilise its export
earnings. The Americans put for:
ward again their proposals  deve-
loped at the United Nations Special
Session, rejected indexation of com-
modity * prices, bot sajd they were
ready to be constructive on cooumo-
dities. case by case.

The issue, however, is not stabili-
sation of export earnings but of pro-
tecting the purchasing power of the
developing countries.  ‘The uncere-
monious rejection of the demand for
indexation of prices of goods expor-
ted by the developing world empha-
sised once again where exactly the
stumbling blocks to the evolution of
ciuitable international monetary and
trading systems lav,

A typical Third World reaction was
that of the Madeas Hindw's London
correspondent  Batul: Gathani —

“Althangh leaders of the six leading
intdesirial wations ended their econpmir
sumimil By sigwing a declaration pledging
economic, frade, monefary and ewergy co-
operation, the Rambonillet compriinigue
bar the lsok af o rnshed affair embedded
i wenotonons plaiitades which seems to
ighore tolally the presence and plieht of
the Third World amd ran maferial pro-
dueing compiries.

The Western world new canght in u
Slrange economic dilenima  eppears fo
ke desperale attempls fo fave its skin,
As what cost and conseqaences for th
less developied Paris af the wortd thes
atfemepls are being wmade is amybody’s
guerr, bal this * ganging ap” operation can
bardly bring amy oy to the posrer comnirier
af the world,

The  smmmis lpoked more ltke a
board mecting of w prosferons inler-
national cartel. It is also a sad commen-
dary on Hhe present bealth and fature of
fo-day’s worid economic order becarise
more thaw auyibing else the Rambonillst
econopic gt characterises the Western
world's desire to consolidate and preserve
s extraordinary bigh standard of living
and economic prosperity at any cost. Bt
i remains o be seen bow the nmew Ram-
bouillet *spiris® will wsher in an era of
snflation-free ecomomic repival’’.

Ecodomic Review, DECEMAER 1975



LATIN AMERICA

i

“The quetzal bird is the national
symbol of Guatemala, He iz said to
have lost his voice when the Mayas
weredefeated by theSpaniards. Qthers
say he never lost his voice, but since
then has refused to sing, The Fact is
that when he is caped he dies'™

Enusrno Ginixo
** Ghatemalz, Checirpid Camimiry™

For most of us in Sri Lanka, Latin
America and its countries are merely
distant images. The lines of modern
communication -existed only via the
bowels of Metropolitan  Europe.
There are no direct links, Oaly
images. As school childeen, we may
have gathered some vaguc idea about
the length of the Amazon river and
the primitive nature of the indi-
genous settlement along it, or of the

Gauelo on horse-back rounding up

large herds of cattle in the Pampas.
These blurred images may have re-
ceived some new life since the events
in Chile. Fornot merely Sri Lankans,
butindeed the whole world had heard
of Salvador Allende #nd his unfor-
tunate experiment of attempting to
introduce a revolutionary Marxist
Society through the Parliamentary
road. The demise of Allende and his
dreams werc accompanied by blood-
shed, vengeance and ritual blood
letting, Bur what happened in Chile
to the mass of the people was
hardly an exception in‘the history of
Latin. America.  Latin  America’s
tranquillity ended with the advent
of the Spanish Conquistadores. From
then began the chronicle of plunder
and disposition, of hunger and death.
At many times in the history of Latin
America, -brave men have risen to
defend their continent from the
ravage of foreigners.  They spoke
eloquently about the pillage ‘of their
wealth to feed Europe and America,
but they came and went-Zapata of
Mexice, Bolivar who gave his name
to his country and the legendary
Che Guevara, Allende joined this
long and seemingly never ending list.
Whatever their weaknesses they did
not just die for a dream. They dicd
in order to make their dream a reality,
They dreamt of liberating their people
and giving them a part of their birth-
right—the massive wealth of Latin
America. Death has not brought an
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end to renewed challenges:and in a
way in Latin Amerca death may
have also heen terrible enemies of the
titlers,

Whatever one may say about the
theories of the International Division
of Labour the fact remains that so far
some have been winners and others
losers. Latin America has lost “ever
since those renaissance Europeans
ventured across the ocesn and buried
their teeth in the throats of the Mityas
and Azetecs and other Indian civili-
zations.” From then on, ship loads of
gold and mountains of silver have
travelled from the continent to
Europe. The picture has not changed.
The ships still travel in one way.
The only difference is that today
they carry perhaps cofice, oil, phos-
phates and manv other minerals
buried in the Latin American earth.
Trade and industry coneerned with
emptying the wealth of Latin America
shifted from the Spanish to the British
and has now passed on to American
hands, American business concerns
have a privileged position in most
Latin American countries.  As far
back as 19735 President Woodrow
Wilson said *“You hear of concessions
given to capitalists in Latin America,
You do not hear of concessinns to
foreign capitalists in the United
Stites. They are not granted con-
cessions™, e went on to 54% “"States
that are pledged.........to grant con-
cessions are in this condition, that
fureign interests are apt to dominate
their domestic affairs”®. There has
fiever been a mutuality in the process.

It was like the elephant speaking of
equality to the chickens. For that
matter, Benjamin Disraeli, the British
Prime Minister in the second half
of the last century, speaking of Latin
America said I call a new world
into existence to redress the balance
of the old™. His call was based on the
same idcology of domination and
arrogance, for he spoke mellifluously
of “cach man for himself and God
for us all”, Large areas in Latin
smerica were designated functions
by the foreign powers. Some Sup-
plied minerals, others meat, beve-
tages and so on. The wealth and the
labour of the Latin Americin people

was transmitted to Europe and the
United States as capital. What Latin
America lost became the o<in of
others.  The finite nature of s
wealth is evident now in the endlcss
number of emptied tunnels which
were formerly mines for precious
metals; the silver mines of Potosi are
now merely a big hole in the carth.
The desolation of the Chilean nitrate
pampas and the Amazon’s rubber
forest are “history” books in them-
selves.

Theoughout this period the living
standards of the people of Larin
America have deteriorated. Around
the 1850’ the world’s rich countries
cnjoyed a 50 per cent higher living
standard than the poor countries. By
the end of the zoth century this
would have grown by 15 times in
the case of Latin America. The
United States citizens’ average in-
come i5 7 times that of Eatin America
and grows 1o timesfaster. But even
this statistic is deceptive for 6 million
Latin Americans at the top share
the same amount as the 140 million
at the bottom. One child in Latin
America dies of disease or hunger
cvery minute and in per capita terms
Latin America today prodoces less
than it had produced before World
War 1I.

The population of Latin America
15 growing at such a rate that in the
year 2000 it is estimated to reach 650
million. Of the today’s 280 million
so million are unemployed and one
hundred million are illiterate. The
population keeps growing and the
health keeps decreasing. According
to the tenets of the population con-
trollers one may even say that Latin
Americans are over-enthusiastie lovers
who have thrown precaution to the
wind. The family planners sow pills
and condoms but reap children. But
the problem is not the inability to
support this population, for the
magnificent lands of Latin America
could give to its people snough and
more. The problem is with the
system that expropriates and controls
the wealth of Latn America for the
benefit of those who live outside the
continent, The dominating ideology
was expressed by Presidsnt Johnson
who said “let us get on the fact thar
5 dollars invested in population con-
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trol is worth 100 dollass invested in
economic growth’,

But the absurdity of this is that most
Latin American countrics have no
surplus of people. Tn fuct they have
too few. “Brazil has 38 times fewer
people per square mile than Belgium,
Paraguay has 49 times fewer than
England. Peru has 32 times fewer
than Japan. Half the territory of

“Bolivia, Brazil, Chile, Equador, Para-
guay and Venesucla have no inhabi-
tants at all. Conld population control
be preached in such circumstances?
Today

Times have changed but for Latin
America the process of exploitation
Eoes on, in :ldF:lEtiun to the extraction
of raw materials, The external debt
of Latin America has also kept in-
creasing as seen from the following
table:

Foreign Investment and External
Debt in 1963

Gin swillions of 1960 dollars)

B
[ exderia
J‘:.-urr}af;.r debt folal
Bzl .. 5958 2750 6,700
Venemela %,400 400 | So00
Argenting n2Bo 2250 3430
Mesxico -L620 1650 3370
Chile ... Q20 1cin) Tg4o
Colomihia 540 700, T,250
e £ 6o 400 1,080
Bolivia 50 250 300
210 70 2Ha
Eenzdor 150 1Io 2(5a
Daminienn Repub, 150 100 250
Immmay = g 150 230
= 160 jo- , 210
Costa Rica 90 0o 180
Hondoras T30 40 170
Niciogua 50 £ 100
Pamgnay 7 20 30 50
Latin Americy [, If,230 10,100 35330

Sonrcer ECLA, 1966

Statistically speaking Africa and
Asia may be in a worse position but
the income differentials within Latin
America are massive. Every now and
then some country in Latin America
attempts to redress ‘the balince, but

all they seetn to achieve in this process

u}%ﬂ:}u‘ng to gain control - of their
nafiral resources is disaster in most
cases, and sometimes a mere “Re-
acgotiation of the terms of depen-
dence®,

Land distribution reflects colossal
divergences. They speak of Lati-
Sundia and Minifundis. (big and small
laad holdings).” The average size of
Latifundios in Arpentina is 270
times that of Minifundios. In Guate-
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mala a4 Larifundio may be as much as
1,752 times the size of the Mini
fundio. The impoverished peasant
is huddled e¢ven more in smaller and
smaller plots of land and barely ekes
out a living.  The size of the Latin
American business concerns and their
power means that Latin Ameriean
businessimen attempting independent
development are either smashed by
competition or bought ap, A Corpo-
ration like General Motors is richer
than most of the smaller Latin Ameri-
can countries, The roles played by
ITT, Anaconda and Kennecotr nieed
not be repeated here. The famous
Rennedy plan called the Alliance for
Progress was dubbed by Latin Ame-
tica as the Alliance for Progress of
Imperialism, Coups, revolutions and
Spy dramas are products of the Latin
American sub soil.  The continent
achieved independence long before
Asfa and Africa and has suffered cco-
fomic strangulation ever since, The
real rulers have come and gone,
In 1824 the British Prime Minister
Canning wrote “The deed is done,
the nail is driven, Spanish America is
frec; and if we do not mismanage our
aflaits sadly, she is English”.  The
English did make their profits in
Latin America but then came the
American Monroe doctrine and since
then Latin America has become noth.
g more than a backyard for the
United States of America. The story
of this pillage has heen related elo-
quently by Eduardo Galeano, Celso
Furtado, Andre Gunder Frank. The
haemorrhape of profits from direct
U.S. investments in Latin America
has been five times greater in recent
¥ears than the infusion of new invest-
ments,  All attempts to control this
Process have been of little avail
According to an Tnternational Banl-
ing Survey in 1967 there were 133
braiiches of 1§, Banks in Latin
America holding deposits of 1.27
illion dollars,

The price differences between raw
materials and manufictured Zonds
have steadily grown.  In igs4, the
price of 22 bulls could purchase o
Ford Tractor. Today a machine
will cost about go animals, . All
Attempts at import substitution have
been of little avail and meanwhile
the rape of virgin lands £0es on un-
abated after five centuries in many
patts of Latin Americi, particulacly

“the perged Ta74-1075 market condifions

the Brazilisn North, In theory the

Latin American has equality of oppor-

tunity with a- foreigner. Anatole

France once said that the law in its

majestic equality forbids the rich a5
well a5 the poor from sleeping under|
bridges, begging in the streets and.
stealing bread. The majority of the

Latin  American people understand-

ably when convicted of such offences

naturally do not salute the impar- |
tiality of the law.

In recent times Latin America’s plight
and the dangers to her economy have Erown
more and mare evident, The inability of the
people of Latin Americs 1o take charge of
their own resonrees and re-stroctire theie
economics in the manner they would wish
to has lefr them no alternative but to depend
on the vagaries of world teado, 'i‘hnmfgh

oF
mast of Ladn Amerdc’s principal expore
produces deterinrated,  Terms of trade,
consequenty, hive continued (o per waorse.
Severtl countrdes dn the region degive 207
of more of their cxport receipts frons cofiee
fpd. the relative decline in: coffee prices had
i panticalarly. widespreatl effect.  Lower
cupper prices have advemely affected Chile
and Peru, and lower wool prices topether
with a decline in world markee meat prices
reduced the export earnings of Argenting,
Paragmay and Urnguay. To make matters
worse the HEC placed limirations on besf
exports to the countrics of the Community,

Countries such - as Argenting,  Brasil,
Columbin and Mesico
degrée of ceonomic diversificarion but rhe
fecession in the indostrialised world only
rediced demand for thefr manefictured
exports,  For most of these eountries,
changing price and demand conditions mes
larges tracle deficits and with their Cxisfings
ECONOMIC stmictures lower mates of economic-
growth, !

And the circle eontinues o Brove mors
Ficious a5 world trade conditions and (heir
Own existing economic stroctures make it
even maore difficalr for them o diversify
their exports and heeak the stranglehold.

The saddest parr of the Latin Amesicn
seene ds the runnway infladon that s
plagued séveral of these countries ind
prt many of her people in o helpless fragi-
Hon.  The following figores tell the ale
most cloquently,

The mble below sets out rres of increate
of consumer prices in some Latin American
countries. The 1973 figure is the Percentge.
incrense over 197 and 1974 the incecise
OFeE 1973,

073 1974
Peru .4 1h.6
Patamg . b 16,8
Argenting 6.5 187
Colomhia 23,8 2300
Mesico. . 121 Faly
Nigwragna, . i 233
Eetador |, 5.0 33
Pamgoay 2.7 5.0
Brazil 1.9 25,4
Balivia 31.0 oy
Urnziay 572 Theq
Chile 3528 FO4T

Beoxone Ruview, Decesmmn 1075

have achieved a fair o

|

f
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fn. Fhe obviows answer is for paoecountries
he to swiech to industry and manufierured
of goods which provide more stuble reve-
ir pue and more employment.  Warld
ih trade in manufactured goods has risen
i twice as fast as trade in rmw materials
i fexcloding oil) in recent years,

t1, But to start up manoficouring indos-
tries requires capital, Factorfes, machin-
ery, technology, trained man-power ete,
al?ut' which are in shore supply in the
POCE COunEries,

| 12. Liven if th= poor countrics can over-
come this absticle, their people are tao
poor o buy many manufactused pro-
ducti—so they hive to sell overseas,
But the rich countrics have sleeady
sewn up the main overseas markets,

“of world trade

i- Even if thiz barrier is avercome then
the manufactured cxports of poor
countries are also heavily taxed by the
rich countries, Raw iron can be impaort-
ed into-the USA dutyfree, But ping
or dritin pipes arc subjcet 1o import 1ax,

| 14, Diespite all rhis, the expore of manu-
factured goods from the poor world
has grown by 15% per year in recent
years. Bue thres quarters of this increase
bias come from only eight developing
countrics and one-third of it is attribat,
able to [long Kong alone, .

- 4.
6, This is why the distinguished chﬁﬂ_"

economist  Guonar Mycdal has said:
“The fact is that international trade will
generally tend to breed inequality, and
will do =0 the more strongly when subs-
tantial inceualitles sre already estab-
lished". .

17, For the poor world now, the main hope is that the producers of still-vital raw moredile d

the present terms

arc becoming
increasingly

unjust for the
poor countries

15 At the root of the problem is the face
thie the rich world is coming to need
mpst.of dbe produces of the poor world
less and less, wheress the poor world
needs the produces of the fch world

more and more, for irs development
i' efforr,

o

cun. get together ina kind of trade union of the Third World 2aned 50 make the rich world R
]

pay more

or the raw matedals iv needs. OPEC has shown the way with oil.

Now |

pethaps other Third World nations can co-opemte to earn more for their raw mite- ;
rizls, and so Anance their own development under gheir,own conergl:

A
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