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|. The South and its Tasks

Three and a half billion people, three quarters of all humanity, live in
the developing countries or the South. These countries vary greatly in
size, in levels of development, in economic, social and political struc-
tures. Yet they share a fundamental trait: they exist on the periphery
of the developed countries of the North. Most of their people are
poor; their economies are mostly weak and defenceless; they are
generally powerless in the world arena.

In the post-war years, until the end of the 1970y, a great many of the
countries of the South registered impressive social and economic
gains. This gave rise to the expectation that the North-South divide in
wealth and power could be bridged

The 1980s belied that expectation, They have been rightly des-
cribed as a lost decade for development. While the industrial coun-
tries recovered from the recession of the early 1980s and have now
enjoyed seven years of uninterrupted growth, most countries of the
South faced an acute and continuing development crisis. Per capita
income and living standards were sharply squeezed. A large number
of countries were driven to the edge of collapse. Their people’s priva-
tions were acute and prolonged. Nations floundered in their efforts to
struggle out of unprecedented difficulties. Hope gave way to despair,
as confidence ebbed in the ability to recover their momentum of
growth. Destabilizing and potentially explosive social and economic
tensions rose.

The crisis was mainly the outcome of adverse turns in the world
economy. which developing countries are powerless to control.
Though it brought to light weaknesses in the economicstructuresand
development strategies of countries of the South, the South’s set-
backs were largely the product of the contractionary policies followed
by the industrial countries and the sudden drying-up of capital flows.
The adjustment policies imposed on many developing countries by
international financial institutions intensified deflationary pressures
and added to the hardships. Yet the world community signally failed
to take the enlightened measures that would have hastened an end to
the predicament in which so many of the world’s nations and people
were trapped for so long.
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The South Commission’s task was to propose ways by which the
South could surmount this crisis, resume growth and undertake a
process of sustained development. We are convinced that the South
can overcome its present malaise and reach out to a better future for
its people, Our report is intended as a contribution to the South’s
endeavours to respond to this challenge.

We do not pretend that it will be easy, Success is not assured,;
it is conditional on what the countries of the South do, individually
and together. But it is our view that the task of regenerating the South
can be accomplished, given vision, determinetion and unrelenting
effort.

The challenge to the nations of the South is to mobilize and deploy
their resources more effectively — nationally and collectively = to
energize their development, draw strength from joint undertakings,
exploit global opportunities, and to make the international system
more responsive to their interests.

Policies will need to be changed, institutions reformed and
new mechanisms created. The tasks are formidable, but the South
has to face them — or face further marginalization and greater
impoverishment.

The World in the 1990s

In its new strategies, the South must take account of the unfavourable
trends in the external economic environment:
World commodity markets remain depressed, adversely affecting a
large number of developing countrics which derive a high propor-
tion of their export earnings from commodities.
Developing countries’ exports continue to face formidable barriers
in the markets of developed countries, including discriminatory
protectionism in violation of internationally accepted principles.
International efforts to deal with the debt overhang of the 1980s
have met with the refusal of the creditors to bear an equitable share
of the burden, and a revival of growth in the indebted countries is
still a distant prospect.
International interest rates remain unusually high, greatly adding
to the cost of debt service for developing countries.
Many developing countries — and the South as a whole — have
become net exporters of capital to the rich countries of the North.

/0.0




Overview and Summary

Even the JMF and the World Bank are now net recipients of
resources from the developing countries.
This sharp deterioration in the external environment has taken

place in the context of radical readjustments and structural changes in
the world economy, with far-reaching implications for global eco-
nomic interdependence and for the position of the South. This trans-
formation has involved essentially:

The rapid expansion of transnational enterprises as the main pro-
ducers of goods and services for world trade, with a growing pro-
portion of international transactions taking place among branches
of the same firm or among related firma.

A related expansion of the role of private banks in creating interna-
tional liquidity, which has become uncoupled from the growth of
international trade in goods and services.

A resulting excessive growth of indebtedness in both developed
and developing economies, including the public and the private
sectors, and domestic as well as foreign debt.

Changes in the relative importance of factors of production which
imply a move away from material/energy/labour-intensive pro-
ducts and processes and towards knowledge-intensive products
and processes; this trend has meant a loss of comparztive advant-
age for developing countries in a number of traditional export pro-
ducts.

Related changes in the importance of sectors of production in the
developed countries, implying a shift away from agriculture and
industry and towards services, and rapidly expanding internationa-
lization in the production of, and employment and trade in, ser-
vices.

Growing instability, unpredictability and fluctuation in the inter-
national economy, notably in interest and exchange rates, and
growing uncertainty in capital markets.

Significant institutional changes: at the national level, increasing
deregulation, privatization and reliance on market forces; at the
international level, the collapse of the Bretton Woods monetary
system and the erosion of the multilateral trading system embo-
died in GATT.

These trends may not be transient. Indeed, unless the world com-

munity takes determined action;the international environment in the
1990s is likely to remain fundamentally hostile to the development
prospects of developing countries in several respects.
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Under such conditions, the South cannot prudently depend on the
North to be an engine for its own growth, as it was able to do to some
extent in earlier decades. Growth impulses from the North have
become markedly weaker. and their transmission is obstructed by res-
trictive measures in the North. An improvement of the international
environment through concerted intervention at the global level can
undoubtedly be of major help. However, the South must recognize
that even then its basic growth impulses must be found in its own eco-
nomies, and that self-reliance, national and collective, is an impera-
tive in the new global conte ;.

Flaws in the Development Experience

While the South’s misfortunes in the past decade were largel, the out-
come of hostile external factors, the lack of resilience shown by many
economies points to defects in the pattern of development and policy
framework in these countries. These have to be corrected as part of
the difficult process of becoming more self-reliant.

With a few exceptions, post-war economic growth in the South did
not lead to an adequate transformation and increased flexibility in
economic structures, or to greater equity and social cohesion. It led
more generally to greater inequalities, unplanned and usually chaotic
urbanization, the co-existence of small enclaves of modern industry
and large semi-traditional sectors, continued rigidity in trade patterns,
increased import demand combined with lagging export capacity, and
much environmental damage. Most countries also failed to raise the
social and economic status of women.

The declared purpose of development was to combat poverty,
ignorance and disease. Almost inevitably the countries of the South
adopted as models the countries that seemed to have eradicated these
evils — the developed countries. They overlooked the poverty, suffer-
ing and injustice that had accompanied the early economic advances
in those countries, as well as the very different circumstances in which
the South was having to work for its objectives. Placing too much con-
fidence in the trickle-down effect ofeconomic growth, the South took
too little direct action to raise the income and productivity of the poor
or to promote a fairer distribution ofthe benefits of growth. In particu-
lar, peasant agriculture was often neglected, with especially harmful
results in the least developed countries.
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Industrial development tended to meet the demands of the higher
income groups. This led to greeter dependence on imports, while
export expansion and technical advance were neglected. The labour
force swelled rapidly with population growth, but capital-intensive
patterns of development and the use of inappropriate technologies
created too few jobs. Environmental protection, particularly the need
to conserve non-renewable resources, was also often neglected,

Scientific and technological dependence on the North became
more pronounced since there was insufficient recognition of the role
of science and technology in development and inadequate spending
on research and development. The result was heightened vulnerabil-
ity to external shocks. A lack of emphasis on self-reliance in many
cases led to the ultimate unsustainability of the growth process.

Insufficient attention was paid to the cultural dimensions of deve-
lopment and to cultural enrichment through mass participation.
Uncritical imitation of Western models led to a failure to benefit from
the South’s reserves of traditional wisdom, creativity and enterprise.

Overcentralization in administration and planning was responsible
for delays in decision-making and for inefficient management of
public enterprises, and inhibited popular participation in develop-
ment. Lack of democracy, corruption, and militarization further
eroded the economic and political bases for development.

It is also now clear that inherent in the pattern of development
generally adopted was a strong tendency towards the aggravation of
inequality, despite the emergence of a middle class in several coun-
tries. The retrenchment forced on many countries in the 1980s aggra-
vated the injustices arising from the attempt to develop along an inap-
propriate path, often creating explosive social conditions. The worst
sufferers = and almost invariably the least able to protest or protect
their interests — were usually the most vulnerable of the poor:
women, children and other socially disadvantaged groups.

Grounds for Confidence

The setbacks of the past decade were severe and affected the large
majority of the countries of the South. They dented some of the hard-
won gains of previous decades, and exposed the flaws of past
approaches. But the achievements of the past are nevertheless heart-
ening evidence of what the South can accomplish.
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These achievements are many, varied and substantial. The South
has shown that, given a less unpropitious international environment,
it can substantially increase savings and investment, accelerate
growth and improve social conditions. The high rates of growth the
South recorded in the 1950s, 1960s and 1970s helped to lay valuable
economic foundations = roads, communications, energy supplies,
irrigation systems = which are substantial assets for the future. Natio-
nal economir s were divursified to varying degrees. Advances were
made in modernizing agriculture and expanding food production.
There were some notable successes in industrial transformation, in
mastering technology and in competing in world markets.

The investment in human capital was also remarkable in its
impact, as evidenced in longer life expectancy, iwwer infant mortal-
ity, improvsd literacy and higher levels of education and skills. Its
people, now healthier and better educated, are the South’s greatest
resour -

1 nese succenses were not evenly spread on the map of the South.
In most countries they did not create enough resilience to prevent a
slide into retregression when external conditions suddenly worsened.
Nevertheless, <he total picture must give the South confidence in its
capabilities - and inspire hope for the future.

There are also other factors to buttress confidence. New sources
of economic vigour have appeared within the South = in the
form of financial resources, technological capacity, management
skills and entrepreneurial strength. There is now a wider range of
relevant development experience to draw on. The progress made
by the South’s two most populous countries = China and India
— pursuing distinctive development paths, is instructive. So too
is the success achieved by some countries in East and South
East Asia, following a different strategy and giving more emphasis
to science and technology. They were all better equipped to face
up to the global economic downturn of the 1980s. There are also
achievements — economic and social — in other countries of
the South. All these experiences offer important lessons to the
rest of the South. Equally, there are lessons to be learned from
the failures — mistakes that others need not repeat. There is a
new flexibility in the South, a more mature, pragmatic approach
to planning and policy which is the result of learning from these
experiences.
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Global Trends

Globally too, there are some encouraging trends, The tensions bet-
ween East and West have eased. The more co-operative relatic nship
between the superpowers could help to secure a higher place for deve-
lopment in world concerns. A part of the resources released by disar-
mament — finance, technological know-how and research skills = may
be made available for global purposes. The reforms in the USSR and
Eastern Europe, in so far as they lead to a rise in their Living standards,
cannot but benefit the global economy. However, there is a danger
that, is1 their preoccupation with Eastern Europe, Western developed
countries may further downgrade the priority they attach to internat-
ional action to promote development in the South.

In recent years, concern about the global environment has signifi-
cantly increased. Simultaneously, there has been a widening recogni-
tion that poverty is a primary cause of ¢environmental damage in the
South and that efforts to overcome poverty are vital to world environ-
mental security. Other issues which have recently become prominent
— particularly the threat posed by the international illicit traffic in
drugs — also call for global action across the North-South divide.

Another trend may also point to the wisdom of greater global co-
operation to combat underdevelopment. In the past few years there
has been growing turmoil in the South. This is the outcome ofvarious
causes, but an important factor is the frustration of expectations, par-
ticularly among the young, where economic stagnation or retrench-
ment have severely narrowed opportunities. Turbulence in the South
has so far been a domestic phenomenon, but there is no guarantee
that it will be permanently quarantined within national boundaries.
There is a growing realization that turbulence in developing coun-
tries, caused or aggravated by poverty, unemployment, and frustra-
tion among the youth, might be fraught with dangers to international
stability.

The world has become increasingly interdependent and, in a sunse,
integrated. But it has not evolved a system for dealing equitably with
this increasing integration. The South is still in a position of subordi-
nation and dependence, and this prevents the effective management
of the new global challenges. A reform of the international system —
particularly of international arrangements governing the flows of
trade, money, finance and technology — is therefore an essential need
of the world as we approach the twenty-first century. A world in which

A/45/810
English
Page 11

/l.'




A/45/810
English
Page 12

The Challenge to the South

one fourth of the people is affluent and three fourths are deprived har-
dly offers an enduring basis for peace and security. This is all the more
true when the disparities between rich and poor are becoming wider.
The Imperatives for moving towards a less unequal world are steadily
becoming stronger,

The Vision : People-Centred and Self-Reliant
Development in an Interdependent World

The South is part of a world whose interdependence is constantly
widening and deepening, and our vision is of a co-operative world
made more secure for all its people.

We would like to see a truly interdependent world organized on
the basis of human equality and human variety in pursuit of jointly
defined common purposes; where there is peace, security and dignity
for all persons and all peoples; where all can take advantage of scien-
tific and technological advances; and where the world’s resources are
used in a sustainable manner to meet the needs of all rather than to
satisfy the narrow interests of a few, so that poverty can ve abolished
without damage to the environment.

Our vision is for the South to achieve a people-centred develop-
ment : a form of development that is self-reliant, equitable, participa-
tory and sustainable. We envisage a process of development achieved
through the active participation of the people, in their own interests as
they see them, relying primarily on their own resources, and carried
out under their own control.

The objective should not only be to secure economic growth
but also to ensure that it benefits the mass of the people, Develop-
ment must be conceived as a process which enables human beings
to realize their potential, build self-confidence and lead lives of dign-
ity and fulfilment. Development does, of course, require sustained
economic growth, for only in an expanding economy can poverty
be eradicated. But development cannot be measured solely by
the growth of the gross national product. What is produced, how
and at what social and environmental cost, by whom and for whom
- all this is just as important as a higher GNP. Hence, in conditions
of mass poverty, priority must be given to policies aimed at ending
poverty, increasing productive employment, and ensuring that
the basic needs of all the people are met, with any surplus being
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fairly shared. Such goods and services as food, sheller, basic edu-
cation and health facilities, and clean water should bc accessible
to all and without discrimination on grounds ofgender, race, colour or
religion, In addition, our vision includesa democratic form of govern-
ment, together with its supporting individual freedoms of speech,
organization and information, as well as an effective system ofjustice
which protects all the people from actions in breach of just laws which
are known and publicly accepted,

We have necessarily approached the problems of the South from
the point ofvicw of the South. But we do not see its interests as being
in permanent conflict with those of the North. Nor does the self-reli-
ance we counsel for the South imply a turning away from the rest of
the world. We do not helieve autarky is a viable course for any or all of
its countries. Our call for self-reliance is a call to make more effective
use of the South’s own resources — human, physical, financial and
organizational — as the basis of its development.

Our vision goes beyond the South to embrace the whole world, We
look to a world in which there is no ‘South’ and no *North"; in which
there is not one part rich, developed and dominating while the other is
poor, underdeveloped and dominated.

The Setting: The Development Crisis
and the Retreat from Multilateralism

How insecure the world is for most of its people has been
amply demonstrated by the acute crisis which engulfed large
parts of the South in the 1980s. The impact on the South of policies
followed by the major industrial countries has been magnified
by the skewed orientation of the international economic system.
And the economic plight of the countries of the South puts them
in a subservient position in the world system. They are denied any
significant say in decisions about the operation of the world eco-
nomy, which are more and more concentrated in a few powerful coun-
tries of the North. In addition, the revolutionary advances in science
and technology are being monopolized by the transnationals of
the North.

The drain of resources from the South on debt transactions began
in 1984 and still continues. It accounted for the loss of $163 billion in
the five years 1984-88. Equally damaging — and even more widespread
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in its impact — is the drain of capital attributable to the worsening of
the terms of trade.

These trends have combined to produce a virtual breakdown of the
economic order in many countries of the South. There has been noth-
ing to halt their slide into deeper debility and instability. A number of
them have shown alarming signs of social stress. In many countries
porarty has been a factor in the rise in violence.

The early postwar decades had witnessed a tentative recognition of
.. tired responsibility for action to reduce world poverty, There was
some evolution towards a global development consensus and a frame-
work of multilateral support for the efforts of developing countries to
lift themselves out ofpoverty. The creation of IDA at the World Bank,
the establishment of UNCTAD, IFAD and of the regional develop-
ment banks, and the provision of new facilities at the IMP were among
the developments that signalled this movement.

The increasing deprivation and disarray in a large part of the world
in the 1980s should have moved the world community to add to these
defences, Instead there has been a retreat from global co-operation
towards greater dominance in the world economic system by those
with economic power. Multilateral institutions have been weakened
by being denied the resources they need; they have also been made
instruments for advancing in the South the ideological objectives of
dominant countries in the North,

The UN General Assembly held a special session on Development
Co-operation in April 1990 while we were finalizing our Report. Its
results represent a limited response to the call ofdevelopingcountriss
for a revitalization of international co-operation for development, We
welcome the recognition given in the Declaration adopted at the ses-
sion to many of the urgent problems facing developing countries. We
regret, however, that such agreement as there was, was more on what
to say than on what to do. It did not translate itself into concrete com-
mitments to action and no follow-up mechanism was agreed.

Debt and Adjustment

The North’s response to the debt crisis shows how far the world has
moved away from a co-operative approach to the problems of the
South. Overborrowing by countries of the South was matched by
overlending by banks and financial institutions in the North in creat-
ing the debt crisis. It therefore called for a solution jointly worked out
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between the indebted countries and their creditors. But the North has
refused to consider a solution that would be fair to both parties, It has
forced debtor countries through the international financial institu-
tions to give primacy to the payment of debt service over every other
economic or social objective, including the protection of the living
standards of their poorest people.

The South was compelled to adjust not merely to sharply reduced
capital flows, with banks refusing new loans, but alse to much higher
debt service payments. These were the direct product of policies
— notably monetarist policies — which were adopted by industrial
countries to curb inflation and which led to a dramatic increase in
interest rates. The resulting recession squeezed demand for the
South’s products and depressed commodity prices. The combined
effect was to push up debt service ratios in debtor countries, which
had to set aside a much larger proportion of their export eurnings to
pay their creditors.

Closely linked to the debt issue is that ofstructural adjustment and
the tighter conditionality imposed on countries driven by balance-of-
payments difficulties caused by external factors to seek IMF support.
The need for economic reforms to bring their payments into greater
baiance and help them recover their growth momentum is not in dis-
pute, nor that such changes must involve a measure ofbelt-tightening
and discomfort. But the policy package the IMF has made its standard
recipe has been based on a doctrinaire belief in the efficacy of market
forces. Financial liberalization in conditions of inflation has aggra-
vated inflation. Import liberalization when foreign exchange was
extremely scarce has enlarged payments deficits, leading to steeper
devaluations than would otherwise have been necessary. Pressure to
expand exports-exerted simultaneously on a number ofdeveloping
countries exporting the same commodity — has led to oversupply,
causing pricer: and earnings to sag for all of them. While lip-service has
been paid to the need for adjustment to lead to growth, adjustment
has invariably stifled growth and, by causing investment to contract,
jeopardized future growth. The drive to secure financial balance in
the short run has been at the cos! of output and employment as
well as of consumption, The poorest people have borne the greatest
hardship.

What is abundantly clear is that the North has used the
plight of developing countries to strengthen its dominance and
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its influence over the development paths of the South. Develop.
ing countries have been forced to reshape their economic poli-
cies to make them compatible with the North’'s design. While
adjustment is pressed on them, countries in the North with mas-
sive payments imbalances are immune from any pressure to adjust,
and free to follow policies that deepen the South’s difficulties. The
most powerful countries in the North huve become a de facto
board of management for the world economy, protecting their
interests and imposing their will on the South. The governments
of the South are then left to face the wrath, even the violence, of
their own people, whose standards of living are being depressed
for the sake of preserving the present patterns of operation of the
world economy.

The Science and Technology Challenge
Science and technology have been a key determinant of economic
progress throughout history, and the speed of scientific and technolo-
gical progress in recent decades has further enhanced their role as
agents ofchange. But the South can take advantage ofudvances in this
field — and avoid becoming further marginalized within the world
economy -only to the extent that it has the capacity to absorb them
and adapt them to the needs of its people. The development of scien-
tific and technological institutions and manpower must be an import-
ant objective in national and collective planning for the future.
The South’s progress in this sphere is also critically dependent on
international arrangements. Developing countries are almost entirely
buyers of technology in the international market, in which the sellers
enjoy unchallenged dominance, Moreover, the present world intel-
lectual property system — of patents, trademarks and copyrights —
gives the North’s sellers of technology monopolistic rights in the mar-
kets of the South. If the South is to benefit from the advances of world
science and technology, this state of affairs needs to be changed to its
advantage.

The South Commission Report

The Commission’s Report, compiled after three years of study and
discussion, outlines the directions in which we believe the South
should move to make its future more secure.

/...
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We address our recommendations primarily to the nations of the
South. The responsibility for securing its development rests with the
South, and it is its own efforts that will primarily determine its success
or failure.

The South is not, however, a separate entity; it is a part of an inter-
connected world, with a multitude of links to the North, and it is con-
stantly influenced by what happens in the North. Northern markets,
technology and finance will continue to be important to the South’s
progress. And policies followed in the North will continue to have an
impact on the South’s performance. Some of our recommendations
are therefore addressed to the North.

A Three-Pan Agenda

We have divided the agenda of action we propose for the South into
three parts. The first concerns domestic policy within the national set-
ting. The diversity of economies within the South precludes a uni-
form strategy, yet certain principles and objectives need to guide the
development courses of all countries, We address the imperatives of
collective self-reliance in the second part. A much more vigorous
drive to strengthen co-operation among the countries of the South is
of supreme importance in the present circumstances to reinforce their
capacities for growth. The South’s solidarity is equally essential for
improving its position within the world system of economic relation-
ships -- the tnird part of the South’s agenda. Our recommcendations
are designed as a comprehensive approach to the prcblems which the
South = its countries and its people — have to overcome.
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I1. The National Dimension :
Salf-Reliant and People-
Centred Devel opment

The South cannot count on a significant improvement in the inter-
national economic environinent in the 1990s. With growth impulses
in the North having only a weak resonance in the South, growth
must be generated from within the economies of the South. Maxi-
mum self-reliance must therefore be the keynote of its renewed deve-
lopment effort. If only for this reason, the new development strategies
cannot be a replica of those of the past. Pursuing a self-reliant and peo-
ple-centred development strategy will require the South to draw les-
sons from the limitations and failures of past efforts. Their weak-
nesses need to be remedied by fundamental changes in approach and
priorities.

An important lesson from experience is that satisfying basic
needs should have priority, both on grounds of equity and to sustain
economic growth at a rapid pace. Develcpment patterns that by-pass
large segments of the population and development strategies whici
assume that increases in the gross national product will automatically
benefit the poor, have revealed inhereat limitations and contradic-
tions; these have eventually distorted or arrested growth. Meeting
basic needs is the cornerstone of a sustainable strategy of develop-
ment. Where these needs are unsatisfied, governments should, as a
minimum, undertake realistic programmes to make food security,
primary health services and literacy universal, and to provide basic
education to all.

People-centred development also requires democratic struciures
and institutions, appropriate to the culture and history of each coun-
try. These are necessary if a consensus among citizens on the goals of
development is to be reached, and a just and stable social system
created in which both the costs and benetfits ofdevelopment are equi-
tably shared. Without a democratic framework, social tensions and
conflicts cannot be resolved peaceably, and could negate even those
gains that may have been achieved.

The objective of people-centred development can be achieved only

/'.o



The Challenge to the South

within a rapidly expanding economy. High rates of growth are indis-
pensable to generate the resources to satisfy basic needs and support a
progressive increase in living standards. Achieving universal food
security will, for example, involve considerable investments by both
governments and the private sector. Similarly, providing universal
primary health care and sufficient educational facilities of a high
standard require large investments.

A dynamic economy is critically dependent on a high level of
investment. Given the generally hostile international environment
that most developing nations face, the bulk of such investment will
need to be mobilized internally. Countries will need to establish insti-
tutions and inculcate values that encourage savings —~ and efficiency
in their use — in both the public and private sectors.

Creating an environment in which high rates of savings and
investment can be realized calls for a style of development that is
indigenous and in harmony with the people’s cultural heritage.
The South can ill afford to copy the consumption patterns and life
styles o« affluent societies. In a developing country, such patterns not
only divert resources from the satisfaction of broad public needs
but also, by fostering the conspicuous consumption of a few while
neglecting the needs of the many. encourage social tensions and
strife.

Another key determinant of a country’s rate of growth is its ability
to master and use modern science and technology. including the
increasingly complex and rapidly developing knowledge-based tech-
nologies. Clear policies and guidelines for scicnce and technology will
therefore need to be a part of development plans in the South.

In the last two decades the ‘hidden’ environmental costs of past
development efforts have become increasingly apparent. In some
countries the degradation of natural resources has gone so far as to
result in the abandonment of large areas of formerly productive land.
Development efforts must protect and, to the extent possible,
improve the environment. It would indeed be short-sighted to put
future growth — and future generations — at risk.

It is also necessary to determine the appropriate balance between
the State and market forces in the development process. An important
lesson from experience is that susiained development is unlikely in
most circumstances to be achieved solely by the State or solely by the
private sector, but requires strong public and private institutions
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working co-operatively for democratically agreed objectives. Finding
the right balance is therefore a key task for policy-makers.

The goals of development and democracy alike call for action to
reverse the tide of militarization. In some countries, governments
have had to incur heavy military expenditure in order to counter
insurgent or secessionist movements. External factors have played a
part in some regions. Direct military threats have left no option for
some countries but to step up expenditure for self- defence. But only a
few countries can rightly claim that their military budgets are propor-
tionate either to any external threats or to their resources. The coun-
tries of the South need to be more vigorous in working out ways of
settling disputes peacefully. Military expenditure diverts resources
from development and from actions to satisfy the people’s needs, The
growth of a military culture, moreover, tends to breed contempt for
democracy and the rights of the people.

Another evil the South must tackle is corruption. Excessive centra-
lization of economic decision-making and inadequate systems of
public accountability are apt to create fertile conditions for corrup-
tion. The illicit traffic in drugs and the arms trade have also been fac-
tors in the rise of corruption in some countries. Governments should
give greater priority to rooting out corruption and insist on higher
standards of probity in public life. In the last resort, the effective func-
tioning of democratic systems is the best safeguard against corruption,

Each country’s development strategy must necessarily be specific
to its stage of development, size, resource base, cultural heritage, and
other national characteristics. But a strategy for self-reliant and peo-
ple-centred development will need to be guided by certain common
principlcs and objectives. In the light of the lessons learned from the
development experience of the South, the Commission has recom-
mended a set of broad economic policy measures designed to achieve
the fundamental objective of meeting the people’s needs through a
development process that combines high rates of growth with equity
while being, at the same time, environmentally sound.

Food Security

In many developing countries, meeting basic needs will in the first
instance require the eradication ofchronic food insecurity. Their stra-
tegies should encompass the following:
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+ Lancreforms which — taking account of local characteristics — lead
to cquituble patterns of ownership and more eflicient land use and
give farmers an incentive to improve productivity.

¢ The reorientation of investment and promotional policies in
favour of small peasants and co-operatives, along with increased
expenditure on infrastructure. Agricultural research and extension
services should be expanded and focused on technologies that suit
small farmers and protect the environment, Smallholders’ access
to credit has to be greatly enlarged. Special attention should bc
given to women as major food producers in terms of training,
extension and access to inputs and credit,

¢ Increasing off-farm employment, both in productive rural works
and in rural industries, especially in countries with limited scope
for redistributing land.

¢ The reform of taritY, exchange rate and domestic price policies so
as to offer incentives for expanding food output.

« Measures to broaden the access to food among the rural and urbon
poor, such as the generation of opportunities for employment and
a better targeting of food subsides, and action to raise the income
and productivity of the urban poor, including support for the infor-
mal sector and well-targeted basic social services,

Human Resources

Investments in human resources, by improving people’s capabilities,
simultaneously foster equity and efficiency; they thus have a strategic
role in people-centred development. The countries of the South
should undertake to achieve by the year 2000 universal primary health
care, universal literacy, and education for all children of primary
schnol age. They should also aim at a substantial increase in enrol-
ments in secondary and higher education and in vocational and tech-
nical training. Special efforts are needed to improve education, health
services, water supplies and sanitation in the rural areas.

Priority needs to be given to the creation of more extensive and
more effective delivery systems in order that the services may reach
the poorest people. On account of the resource constraints in many
countries the expansion of education and health services will call for
reforms in social policies, including a more equitable distribution of
social expenditure. In providing health care, greater use should be
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development, should favour smali-scale, labour-intensive indus-

tries and rural enterprises processing local materials. These incr-

case the employment-generating etlects of industrialization, lead
to beneficial links with agriculture, and help to narrow rural-urban
disparities.

¢ Indiscriminate and excessive protection and subsidies must be
avoided in order to promote efficiency and technological dynam-
ism.

Measures should be taken to avoid the concentration of economic

activities in large urban centres and to promote their dispersal.
o Full advantage should be taken of the substantial opportunities,

including export opportunities. open to the services sector. Effic-
ient service industries can contribute a great deal to enhancing the
competitiveness of agriculture and industry.

The reform of industrial, trade and exchange rate poiicies should
aim at building up a dynamic manufacturing export sector and effic-
ient import substitution indu *ries. Expanding the production of
goods for export to provide the tinance for imports ofessential capital
and consumer goods needs to be an important component of a high-
growth strategy. Despite barriers in developed countries, there is still
considerable scope for stepping up exports of manufactured goods
from the South.

Success in exporting manufactures depends on a range of inter-
nally consistent policies:

A stable and predictable macroeconomic framework and in parti-

cular a realistic exchange rate are vital conditions.

A flexible system of protection can play a useful role, with protec-

tion rationalized in line with long-term comparative advantage.

Tariff and exchange rate policies should not discriminate against

exports, and industrial policy and public investment should sup-

port export etforts.

The public sector should establish or encourage export promotion

institutions and c¢ndeavour to open up marketing channels.

Appropriate specialization in production and trade is particularly
important for small countries; because of their limited internal mar-
kets, they must rely on exports to achieve industrial development.
Integration wi:h other countries in the region can help them tn exploit
ecconomies of scale and to negotiate stable joint export arrangements
with major trading partners.
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Closing the Knowledge Gap

The scientific and technological revolution ofthc lust two decades has
created a new setting in which success in development will depend
even more than earlier on the ability to benefit from science and tech-
nology. A widening knowledge gap threatens the economic prospects
of the South. Closing this gap will be essential to streng.nen the
South’s ability to make science and technology choices ana «vse scien-
tific and technological advances for development.

To face this challenge, developing countries need rapidly to build
their own human skills and institutional capabilities so that the pace
ofabsorption and diffusion of science and technology can be substan-
tially accelerated:

e Science and technology need to be integrated into national deve-
lopment plans — with sectoral priorities carefully selected -- and
backed by adequate resources.

o Most countries need to spend more on research and development.
For the South as a whole, spending on R&D should be doubled, so
as to bring it close to the 1 per cent of GNP recommended by
UNESCO.

o An effective transfer of technology cannot take place in the abs-
ence of capabilities in basic sciences. Adequate stress has therefore
to be laid on education in basic sciences and an effective system of
research.

¢ Both in secondary schools and at university level the proportion of
students following courses in science and technology should be
raised. The goal should be at least to triple the number of scientists
and engineers.

o A science and technology culture should be actively fostered, and
on-the-job technical training in public and private enterprises
encouraged.

¢ Links between production units and research and development
centres should be strengthened.

¢ Financial institutions should provide special facilities for entrepre-
neurs harnessing new technologies for productive use. In some
countries, venture capital funds could provide such facilities.
National priorities should reflect the level of development,

resource endowment, and the thrust of future growth. There can be

no single model for all countries. None the less, the first area to be
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made of traditionul systems of medicine, especially those based on
medicinal plants. Tighter priorities, a better distribution of expendi-
ture and greater attention to cost-effective delivery cun help to over-
come resource cunstraints.

Rapid population growth rates present a formidable problem for
most developing countries, Action to reduce them through integrated
population and human resource plunning can ease the pressures on
the economy to provide jobs and lead to more senefits from invest-
ments in human resources. Developing countries should devise effec-
tive population policies, giving priority to improving child survival
rates, expanding female education, and raising the social and eco-
nomic status of women ulong with a rapid extension of family plan-
ning services. While the impact of measures to nm.oderate population
growth will be telt only in the long run, they must be taken now to
ensure the well-being of future generations.

A commitment to improving human resources requires that the
South’s policies should he designed, and their implementation
assessed, in terms of'broader social goals than an increase in pe: capita
gross domestic product. Such assesisment involves the use ofu range of
social und economic indicators which adequutely encompass social wel-
fare and human development in their widest sense, The compiling of
such indicators should be high on the ugendu ofdcvelopment planners.

Industrial and Trade Policies

A rapid pace of industrialization is essential to achieve high rates of
economic growth and to gcnerutc employment and raise incomes.
Hut the past patterns of industrialization leadiry to small areas of
affluence surrounded by much larger ureus of poverty and backward-
ness need to be avoided. Future strategies must improve on those of
the past:
I’'hc cmphusis should bc on the development of'a muss murket for
basic goods, the strengthening of industry’s links within the natio-
nal economy, increased and more efficient use of’local resources,
economy in the usc of' energy and imported inputs, and on
enhanced international competitiveness designed to increase
exports, particularly of manufactured goods.
« Even though capital-intensive techniques will be required in many
industries, incentives, as well as publicly-supported research and
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developed will usually be classical low technology, followed by
applied sciences provided that some expertise in basic sciences is
already available, The last arca to be developed will generally be sci-
ence-based high technology, Lurge and medium-sized developing
countries seeking to compete in the world market will generally have
no option but to make simultaneous advances in all four areas of
science and technology.

The Roles of the State and the Market

Governments need to review carefully the respective roles of the
State and of market forces in development, In this context, it is
necessary to distinguish between three economic roles of the State,

In all countries, the State has to be responsible for the orderly
and stable management of the economy as a whole, It must apply
consistent fiscal, monetary, trade, and exchange rate policioe so as
to create a favourable environment for investment and growth,
avoiding inflation and unsustainable external deficits. Whilo
the specific policies will vary from country to country, all countries
must recognize that sacrificing fiscal and monetary discipline
and permitting inflation to get out of hand will harm both growth
and equity. A tax system which is broad-based, elastic and pro=
gressive and does not dampen the incentive to save and to boar
risks can enhance the State’s development effectiveness. Tax
reforms should receive high priority in a large number of developing
countries,

The State’s second role is in planning and in regulating eco-
nomic uctivities. A situation in which market forces create a pattern
of resource allocation or income distribution inconsistent with
nutional objectives can justify State intervention. But how effec-
tive its intervention is depends on the State’s administrative effici-
ency and its ability to act with speed and accuracy as conditions
change. AN overextended and overcentralized administrative
system can be counterproductive. Decentralization and reform
of the price systems can both make decision-making quicker
and help to enlist popular participation in development. Most
countries need to review their regulatory policies so as to ensure
that they do not hamper entrepreneurship, technical advances or
competition.
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The State’s third role -as an entrepreneur -will be influenced by
the social philosophy of the government, the capacity of' the private
sector, and the State's munagement capabilities. However, we believe
that tor most developing countries, the State should now be more
selective and discriminating — as well as more efficient — in this role.
It is also important that countries assigning a large role to the public
sector should pursue policies which enable it to perform its allotted
tasks with efficiency. Many countries need urgently to improve per-
formance as well as resource generation in public enterprises. These
can succeed only if they have a high degree of financial and operatio-
nal autonomy, a manageable number of clear commercial and social
objectives, and transparent accountability. Government control
should be exercised only in strategic areas such as the setting of broad
economic and financial targets,

Democratic institutions can corsiderably enhance the Siate’s
etfectiveness by fostering national consensus on the goals of develop-
ment. Accountability to the public, transparency of government acti-
vities, an independent judiciary, and the freedom of the media are
essential to a democratic system. They can equally help to curb cor-
ruption, which saps development efforts and harms society,

Critical to the success of the State will be institutional reforms to
improve its organizational and financial capabilities:
¢ Administrative processes should be modernized to enable the

State to perform its functions effectively. In many countries,

moreover, the administrative skills of public servants need to be

raised.

¢ The mechanisms of the State for generating and allocating
resources should be improved. This involves enhancing the equity
and efY¥iciency of tax systems und strengthening the performance
and resource-generuting capacity of public enterprises,

e Far-reaching reforms in development planning are required to

ensure a stable, balanced and development-oriented macroeco-
nomic framework, and to promote economic decentralization and
the people’s participation in the planning process.

Supporting the Business Sector

As important as the retorm of State institutions and the improved
management of the public sector is the creation of an environment
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conducive to entrepreneurship, both private and public. Sus-
tained growth and development require the full and efficient partici-
pation of the business sector, including public enterprises, private
firms, co-operatives, other socially-owned enterprises, and micro-
business. The relative importance of these elements will vary from
country to country. However, the successful examples of develop-
ment in the South clearly show that economic growth is vigorous only
in a climate in which the business sector — as defined above — can
thrive.

The thrust of government policy should be to promote entrepre-
neurship, competition, innovation and technical progress, and streng-
then the abilitv of the business sector to seize opportunities in both
domestic and international markets.

The success of the business sector is tied to stability and predicta-
bility in the environment in which it has to operate; governments
must create a macroeconomic setting which is conducive to enterprise
and remove bureaucratic impediments that discourage investment
and innovation.

The Gender Dimension

A development strategy committed to equity and participation must
also give priority to raising the social and economic status of women.
Throughout the South, women play a vital role as producers and
agents of social progress. Yet they carry the double burden of discri-
mination and greater than average poverty. No nation can truly deve-
lop so long as half its population suffers discrimination. It is, there-
fore, essential that development programmes should purposefully
seek to advance women’s status in society, ensuring that women’s
concerns are treated in a comprehensive manner, adequate resources
are made available to meet their needs, and the obstacles they face in
important economic areas are eliminated.

Macroeconomic policies, especially those bearing on the alloca-
tion of resources and technological choices, need to take account of
their likely impact on women’s productive activities. Policies ought to
be pursued that enhance women’s income-earning capacity and give
them a fair share of social services. Women'’s right to social justice and
equity should be legally protected. Deliberate endeavours to foster a
gender-sensitive culture should support these reforms.
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The Cultural Dimension

Development strategies must also be sensitive to the cultural roots of
the society and set themselves the goal of promoting culture = the
creative expansion, deepening, and renewal ofsociety’scultural stock.
Governments should consider the adoption of Cultural Development
Charters setting out the basic rights of the people in the field ~fcul-
lure, the principal policies for translating these rights into reality and
the role of the State in the process.

The Environment

White the custody of the environment calls for a global approach, the
South must itself do all it can to counteract environmental degrada-
tion It has no alternative but to pursue rapid economic growth, and
hence industrialization; it must therefore control the environmental
hazards that go with growth and, through urban planning, reduce the
environmental pressure in its large cities.

The countries of the South should adopt an integrated, environ-
ment-sensitive approach to their development. While in the long run
what will be crucial are policies to slow down population growth, there
are several directions in which governments could act to limit damage
to the environment:

, The pressure on natural resources should be relieved by: improv-
ing the productivity ofsmallholder agriculture; the rational mana-
gement of rangelands, water resources and forests; encouraging
rural industry to expand off-farm employment; and a better regio-
nal balance in the allocation of resources to avoid high population
concentrations in a few centres.

There should be strict controls on air and water pollution by indus-

tries.

The use ofenergy-efficient and environmentally safe technologies

should be encouraged, and the North should be pressed to transfer

them at a cost the South can afford.

Measures to protect the environment need to be supported by cam-
paigns to make the people aware of environmental concerns and
mobilize their interest in environmental protection.
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[11. The Strategic Role of
South-South Co-operation

The need for developing countries to rely on their own resources and
eftorts to revitalize development in the 1990s applies not only at the
national but also at the South-South level. Increased reliance on the
collective resources of the South, through diversified and reinforced
processes of political, economic and social co-operation, will be of
vital importance in the response of developing countries to the many
challenges they face. By expanding the tlows of finance, trade, techno-
logy and skills within the South, through stronger links which take
advantage of complementary assets, South-South co-operation can
fortify the development of all countries of the South.

The strength the South can gain by making more use of its collec-
tive energies will give it greater importance In the world economy and
a more favourable position to exert influenre on global economic
management. Pursued with determination, South-South co-opera-
tion can in the long run change the world economic map; criss-cross-
ing links within the South can mitigate the dependency that imperial
rule built into North-South links.

The search for a more rational and equitable world order, which
the South has pursued for so long, requires a more effectively orga-
nized South to present its case and negotiate its demands in world
forums. On the issues that concern humanity in common no less than
on those of special relevance to the South, it is necessary that the
South should speak with one voice. It is equally necessary that its
voice should not go unh~ard -or unheeded -because of its organiza-
tional failings.

To look for strength in solidarity has throughout been an instinct
of the South. It found expression not only in the Non-Aligned Move-
ment and the Group of 77 but also in a wide range of mainly regional
and subregional arrangements for trade and, in some cases, wider eco-
nomic co-operation, The 1970s were a dynamic period for co-opera-
tion among developing countries; in that period South-South trade
nearly doubled as a share of world trade. OPEC’s initial success
demonstrated what collective action could achieve; in addition, the
financial surpluses of its member countries were a significant source
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ofdevelopment aid and investment funds for the South. In the 1980s,
however, the prolonged development crisis imposed strains on the
South’s urrungements for collaboration.

The setbacks of the past decade do not diminish the rationale for
South-South co-operation. Ow ihe contrary, the downturn in the glo-
bal climate for development — and the prospect that Northern growth
will provide less traction for the South - makes collective efforts even
more vital. At the same time, the divcrsilication that has taken place
within the South provides more scope for co-operation. New areas of
economic vitality, as in East und South East Asia, have created oppor-
tunities for exploiting complementary resources and enlarging South-
South co-operation.

The Commission was greatly heartened by the decision by a group
of developing countries in Belgrade in 1989 to set up a Summit-Level
Group for South-South Consultation and Co-operation. This is an
important step towurds giving orgunizutional strength to the South.

As a contribution to the formulation of a comprehensive approach
to South-South co-operation, we have selected several priority areas;
action in these areas should provide renewed dynamism to South-
South co-operation.

The Foundations and Priority Areas for Co-operation

Increased co-operation must be built on an ethos of pride and confid-
ence in the South and commitment to South solidarity among all sec-
tions of society. It is only on such foundations that there can be dura-
ble bonds of partnership between the nations and peoples of the
South. The level of South consciousness must be raised, and public
sentiment generated in tavour of links within the South, by an active
process involving both the educational system and the media. There
need to be efYorts to create a wide constituency for South-South co-
operation embracing the business community, the professions, wom-
en’s organizations, trade unions, and other social groups. People’s
contacts should be fostered through professional and other non-gov-
ernmental organizations, cultural and sporting exchanges and
through tourism. Information flows should similarly br expanded,

The success of'these eftforts — and ot South-South co-operation as a
whole — will be determined bv the vision and performance ofnational
leaders. It is vital that they should back professions ofccmmitment to

/...



Ovctview and Summary

solidarity and collective action by wholehearted support for practical
co-operation; leaders must muster the political will to turn rhetoric
into reality,

As a corollary, they must give greater priority to South-South co-
operation within the machinery of government. The implementation
of decisions taken by collective organs of the South, including regio-
nal agencies, rests crucially on supportive policies and institutional
arrangements within each country. These could be best assured by
designating a minister of cabinet rank to be responsible for fostering
South-South co-operation, with the authority to ensure that national
planning takes explicit account of the commitment to co-operation, to
pursue the strengthening of South-South links and to see that natio-
nal obligations flowing from collective decisions are fulfilled. This
should be complemented by the creation of a national committee,
with prominent personalities from different walks of life, to reinforce
the national drive to enlarge South consciousnhess and to mobilize
public opinion in support of South-South co-operation.

Educational links within the South should be expanded, with the
accent on scientific, technical and vocational coursesand the develop-
ment of managerial and entrepreneurial skills. Selected institutions
should be supported as Centres of Excellence to provide training for
students from countries of the South. A Foundation should be set up
to offer at least 10,000 South Fellowships a year for study within the
South; a proportion of these should be set apart for students from
least developed countries. Exchanges of staff and teaching materials
among universities, particularly in the newer scientific fields like
molecular biology and genetic engineering, should be part of the pro-
gramme of South-South co-operation. These should be comple-
mented by a programme of collaborative research pooling scientific
capacities within the South.

Finance and Debt

South-South co-operation, especially in trade, requires substantial

finance. Increasing the resources available for this purpose is there-

fore an urgent task.

+ Additional resources should be provided to clearing and payments
schemes so that their effectiveness is improved by the ability to
extend credit.
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» Existing export c¢redit facilities should bc enlarged, and new tacili-
ties created to serve regions that now lack them.

o The regional development banks should give more support to
schemes of subregional and regional co-operation; support should
include the relinuncing of export credits, and finance for subregio-
nal and regtonal projects and programmes.

o The World Bank should set up a facility to refinance export credits
given by developing countries, and should fund an increasing
number of projects involving two or more developing countries.

« The IMF should establish a facility to support schemes for trade
liberalisation and expansion among developing countries.

o UNDP should use a significant proportion of its funds to support
South-South co-operation, including the Global System of Trade
Preferences (GSTP) and associations of commodity producers,

« Developing countries in a strong economic position should extend
development assistance of varying degrees of concessionality to
poorer countries
Determined efforts should be made to establish a South Bank, The

setting up of a multilateral bank of the South, under discussion and
study for many years, could help to fill critical gaps in financing needs.
OPEC surpluses have dwindled. but there are sources ofcapital within
the South that could be mobilized through appropriate arrangements.
A bank of the size and scope first envisaged may not, however, be
feasible; the South should lower its sights and set up a bank imitiaiiy to
provide finance for exports and for clearing and payments arrange-
ments. In due course it could widen its operations. Pending participa-
tion by all developing countries, the bank should be set up by a broad
group of countries.

The wide-ranging support for co-operation within its region
offered by the Arab Fund for Economic and Social Development
illustrates how useful a multilateral bank of the South could be.

An equitable solution to the debt problen., with debt servicing
reduced to levels that allow economic recovery to take place, is crucial
to development and, in many countries, to social and political stability
itself. A solution is more likely if the debtor nations stand together in
dcfcnee of their interests. Such action, consonant with the collective
self-reliance we commend to the South, is necessary to change the
present situation in which individual debtor countries stand alone in
facing a phalanx of banks, countries and international financial insti-
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tutions. Recent developments give added relevance to the Commis-
sion’s call for a debtors’ forum, made in its Statement on External Debt
in February 1988. Through such a forum debtor countries could con-
sult each other, co-ordinate their debt management policies, and con-
sider the possibilities of concerted action. It would also help them to
make a common stand at the international conference on debt which
we propose. Co-operative action involving both creditors and debtors
is undoubtedly the preferred course, In the absence of a jointly agreed
solution, however, such a forum would help debtor countries to
undertake the defensive unilateral action which would be the sole
option left to the South.

Developing countries are being forced to rely increasingly on the
IMF and the World Bank, and to accept conditionality and perform-
ance norms of a far-reaching nature. Not all countries are well
equipped technically to negotiate with these institutions and secure
the best possible arrangements, In view of this, the Group of 24
should set up a group of experts to assist developing countries which
require advice in such negotiations.

Trade and Commodities

The Global System of Trade Preferences (GSTP), which became
operational in 1989, is based on the advantages to be gained from pro-
moting trade within the South as a whole. Its establishment is an
important achievement. It offers a framework for expanding trade by
lowering tariff and non-tariff barriers, and for reducing the heavy
dependence on markets and suppliers in the North. A framework is,
however, only a start; the South must now give it substance, and aim
to have a significant proportion of South-South trade liberalized
under the GSTP by the year 2000. A technical service should be set up
to assist the scheme’s implementation; it should draw up a timetable
for enlarging GSTP activities in the 1990s.

State trading agencies should be used more actively t » step up
South-South trade. They should work jointly in import purchases,
export promotion and marketing, warehousing, freight and training.
The Association of Stare Trading Organisations should prepare a pro-
gramme for extending such co-operation in the 1990s.

Developing countries should study the scope for making more
use of countertrade. including buy-back arrangements; they should
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also consider forming an organization lo act as a broker for ¢counter-
trade transactions, eliminating the use of intermediaries in the
North.

Primary commodisies are still the mainstay of many economies in
the South. Their extreme vulnerability was further confirmed by the
sharp fall in commodity prices in the 1980s, and technological
advances in the North will continue to pose threats to the competitive-
ness of export commodities, Many attempts to achieve producer/con-
sumer co-operation in securing stable markets for commodities have
failed, while competition among producers has pushed prices further
down. Devuloping countries producing commodities in the world
exports of which the South accounts for a predominant share should
form associations with a view to obtaining remunerative and stable
prices through supply management or market intervention, In due
course, these associations could set up a joint body to co-ordinate
action for a range of commodities.

T.opical bzaverages are produced wholly in the South. Countries
producing tea, coffee, and cocoa should lake the lead in introducing
rational and fair systems for their international marketing,

Co-operation among commodity-producing developing countries
should also extend to consultations among themselves with a view to
estab..shing common positions in negotiating international commod-
ity agreemens and in dealing with consumer countries.

Business and Industry

While trade liberalization and expansion are importint, joint action to
promote investments and stimulate agriculturai and industrial pro-
duction is also necessary to unlock the full potential of South-South
collaboration. It must serve to exploit the South’s complementary
resources in finance, natural resources, technology, markets and
managerial talert. With the advances made by many countries in the
South, there is how more scope for involvinp the business sector, both
public and private, in joint undertakings. This is a vital direction for
future co-operation,

There are now many multinatiunal companies in the South, with
impressive financial, technological and managerial capabilities. They
are an important asset, opening the way for joint production arrange-
ments in many areas. There is scope for joint ventures in, for example,
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the fertilizer, petrochemical, encrgy and capital goods industries, as
well us in the manutacture of basic consumption goods, The joint pro-
duction of generic drugs in common use could, for instance, lower
health service costs in countries that now depend on Northern suppli-
ers. Progrummes of i..dustrial co-operation should lay emphasis on
the need to assist the least developed countries to expand and diver-
sify their exports.

Developing countries should give investors from the South more
favourable treatment then they give to foreign investors gencrally. In
return, the investing companies should agree to observe the norms
advocated by the South for transnational companies from the North,

Consortia of consultancy and design firms and of industrial
research institute:; should be set up. and a network ofconsultants ublc
to undertake teasibility studies in other developing countries should
he established.

United Nations agencies should maintain rosters of experts and
consultancy firms in the South und make the information available to
governments. Measures should be taken to increase the use ofexpcrls
and firms from the South and there should bc annual reports on the
number of such experts and firms empluyed and their proportion in
the total.

The efforts lo establish an Association of Third World Chambers
of Commerce and Industry should be intensified. The Association
should be given suflicient resoiirces and institutional support lo be an
effective instrument in business co-operation. The How of informa-
tion on investment laws and practices. manufactures, markets, rech-
nology, and services in the South should be itaproved.

The Group of 77 and the Non-Aligned Movement should set up a
standing committee lo review co-operation i business and industry
and suggest measures for its enlargement.

Services

Many developing countries are unlikely to be able to make significant
headway in the services sector on theis own; this makes it necessary
that the development of this sector should be pursued through the
South’s economic co-operation arrangements. Important objectives
should be the creation of an adequate infrastructure, particularly in
telecommunications and informatics; the development of producer
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services with close links with the productive sectors: and the improve-
ment of the trade balance in services, The oxpanslon of such services
as bunking, insurance, tolecommunicallons and transport can be vitul
to efficiency in the industrial sector as a whole,

Food Security

Actlon to improve food output und security should have an Important
place in co-operatlve efforts. Agricultural and agro-industrial projects
should be umong the joint enterprises promoted by the South, Joint
ventures in farming, particularly between food surplus and food defi-
¢it countries, should be encouraged. Similarly, co-operation In
research, taking advantage of the advances made by some countries in
agricultural technology, particularly for arid zones, should be streng-
thened and extended to the field of biotechnology. Full use should be
mude of the network of institutions under the Consultative Group for
Internationul Agricultural Research (CGIAR).

Long-term supply arrangements between food surplus and deficit
countries are desirable; so is a commitment by food exporting coun-
tries to give priority to supplies for countries facing critical shortages,

The practice ofholding regional food stocks for use in emergencies
— u8 already happens in a few regions — should be extended to other
regions,

The South should initiate a long-term co-ordinated programme to
help Africa modernize its agriculture and become seif-sufficient in
food.

Science and Technology

Co-operation within the South can substantially assist national efforts
to narrow the knowledge gap in science and technology with the
North and build up capabilities in applying the advances ofscience to
its development needs, A priority task should be lo prepare a strategy
for scientific co-operation,

The Centre for Sc.ence and Technology of the Non-Aligned and
Other Developing Countries should, in &o-operation with other insti-
tutions in the South, draw up a programme for co-ordination and co-
operation ia scientific and technological research, identifying areas
for juint activity,
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Core uctivities should be selected for collaborative research at regi-
onul und interregional levels in conventionul ureas fike agriculture
und energy as well us in such new areas as biotechnology und micro-
clectronies. Partnerships betweon sclentific institutions should be
complemented by links with productive cntcrpriscs that could lead to
the commerciul usc of research results.

Higher education, particularly in the scientific, tcchnicul und
protessional fields, culls for the extension of collective self-reliance.
Muny countries cannot hope to be self-sufticient in educational facili-
ties at this level, There is also a clear need to reduce the costly depend-
ence on institutions in the North, This could bc uchicved by making
wider use of the many universities und technical colleges of high
standing already established in lhc South. Our proposuls for i1 network
of Centres of Educational Excellence und a Foundation to offer scho-
larships are designed to lead to a signiticant cxpunsion in South-South
flows of students. Technical and vocational training could be
improved by tcchnicul assistance schemes under which newly indus-
trinlizing economies are able to offer teachers nnd apprenticeships
to other developing countries. Over time exchanges of students
and trainees will also prove valuable in raising the level of South
consciousness,

Attention should also bc given to setting up jointly tunded, specia-
lized, rescarch-cum-training institutions in different parts of the
South to offer able scientists from developing countries the opportun-
ity lo work in the South and for the South. Developing countries
should support the efforts to create @ South network of20 centres of
udvunced research specializing in high technology und cnvironmentul
sciences. The work ofthc Third World Acudecmy of Sciences und the
Third World Network of Scientific Organizations in promoting
South-South co-operation should also have the support ofthc South,

Developing countries should undertakz2 joint studies of the impli-
cations for them of advances in such new technologies us microelec-
tronics and biotechnology and in the use of new materials, robotics
und fibre optics,

The Environment

In their efforts to protect the environment, developing countries have
scope to co-operate with cach other in several directions: in managing
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shurcd natural resources, especially river buasins, coastal ureas, forests
and wildlife; in such activities us oftshore oil exploration, the munage-
ment of exclusive cconomic zones and the prevention of desertifica-
tion; und in such areas ofrescurch us rcncwuble energy, specially bio-
mass and solar power, and the efficient use of energy in industry, agri-
culture, transport, und homes,

The South should adopt a common upprouch in negotiating with
the North to ensure an equitable munugement of the global environ-
ment and should sponsor arrungemcnts for sharing technologies that
help to conserve energy und reduce environmental pollution.

Information and Communications

Efforts to build up South consciousness and solidarity as well as to
strengthen economic co-opcrutlon will benefit from improved flows
of infortnution within the South, Links between the media in the
South and South-South flows of information through the media
should be intensified. Advances made by indlvidual countries as well
as in colluborution between countries should bc widely publicized.

Links should also be strengthened between national data banks in
the South, reducing dependence on Northern sources for data in
important areas. The South should use ths opportunities provided by
South-owned satellites to improve communnications and Information
links within the South.

People-to-People Contacts

Peonle-to-people contacts should bc strengthened through cultural
and sporting exchungas #nd other uctivitics, as well as through links
between voluntary organizations in a wide variety of fields.

Restrictions on tourist und business travel need to be greatly eased,
Visu requirements should be eliminutcd on a reciprocal basis. Where
foreign exchange is a severe constraint, special clearing accounts
should bc set up to fuciitate tourist travel.

Regiona Co-operation

The subregional and regional organizations of the South set up in the
past few decades are a vital set of building blocks for collective
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sell-reliance. Paradoxically, while the North has been secking new
advantages through regional groupings, a number of the South’s ini-
tiatives have been allowed to weaken. The pressure of domestic crisis
management during the past decade was the main factor accounting
for this decline. The adverse global environment, however, makes it
incumbent on the South 10 revitalize these instruraents of co-opera-
tion. Each of them should work out well-defined action plans up to
the year 2000, with ¢lear priorities and goals.

Governments should increase t heir support for regional and subre-
gional trade cxpunsion schemes by reducing exchange control; and
trade restrictions, widening the range nf products covered by prefe-
rences and deepening preferences.

Trade expansion should be supported by the regional co-ordina-
tion of investments in selected fields, and the regional organizalions
should identify opportunities for cflicient import substitution. Each
grouping should move towurds hurmonization of development plans
und policies within its region,

The larger und more udvunced countries within each grouping
should pay particular attention to the needs of the least developed
members, und assume a degree of responsibility for their progress.

The countries of the South should mukc more vigorous efforts lo
resolve conflicts und preserve peace in their regions. The organiza-
tions estublishcd to promote economic co-operation could provide a
setting for consultutions to euse tensions or uct us channels through
which countries not party 10 4 dispute can offer their good offices.

A Secretariat for the South

The South’s collective cndeuvours huvc been seriously hampered by
the luck of uny permanent mcchunism to provide intellectual, techni-
cal und organizational support in negotiations with the North and in
promoting South-South co-operation. Neither the Non-Aligned
Movement nor the Group of77 hus unything more than rudimentary
arrangements for support. Hence, the South is at a great disadvuntuge,
particularly in dealing with the North, which hus, besides strong natio-
nul resources, the bucking of the well-staffed OECD secretariat, with
its extensive facilities for research und consultutions. The increasing
range and complexity of issues on which the South must safeguard its
interests, tormulate common positions and engage the North, make it
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very necessiry that the South should have a secretariat al itscollective
scrvicc. There is equul need for institutional bucking for the South’s
etforts to enlarge South-South co-operation, particularly at the inter-
regional level.

We arc convinced that i facility of this nature is vital for the success
ofthe South’s collective efforts and that the South should address this
matter with a high sense of urgency, The formation by 15 developing
countries of the Summit-Level Group for South-South Consultation
and Co-operation, whose leaders will meet regularly, makes the case
for a secretariat cven more pressing. We envisage Il secretariat being al
the scrvice of this Group as well as of the Group of ‘17 and the Non-
Aligned Movement — as a sceretariat of the South.

Our Report outlines the main functions this secretariat should
curry out in supporting the South’s efforts to realize its collective
objectives. While wc very much hope that the proposal for a secreta-
riat will receive widespread support, wc do not believe that its esta-
blishment should depend on ununimity among the countries of the
South. So long us there is substantial enough support lo muke its set-
tiny-up fcasible, a start should be made.
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V. North-South Relations
and the International System

The debt crisis, the collapse of commodity prices and growing protec-
tionism in the North have amply confirmed that the present relation-
ships between South and North are inimical to the progress of the
South. The enormous and increasing difference in economic power
between North and South is a reflection of the international division
of labour, which has condemned the South to specialize in low- value-
added, low-technology production and exports,

We believe that sustained development in the South necessitates a
fundamental restructuring of the international economic system. We
also believe that, in the process, a fairer more rational and more last-
ing world economic system can be built. Just as the South cannot
develop without a more favourable international environment, last-
ing stability in global relations calls for progress in the South and
greater global equity. International economic reform, while being a
demand of the South, is equally a need of the international system.
The reform must cover the international financial, monetary and trad-
ing systems. A central need is lo set up arrangements lo provide for
the transfer of adequate resources from developed lo developing
countries to accelerate development in the South. These should
include contingency mechanisms to ensure the orderly continuation
of development efforts in the face of unexpected shocks. The reform
of the international trading system should give priority lo improving
the access of developing countries lo the markets of developed coun-
tries, The new global system also requires fair international regimes
for science and technology and for the management of the environ-
ment and the global commons. International institutions should be
made more democratic, more effective and more supportive of deve-
lopment.

Debt

The revival ofdevelopment in a large number Of developing countries
requires international action lo reverse the present trend in resource
transfers which has prematurely made these countries net exporters
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of capital. It is a long-accepted principle of internulionul economic
policy that developing countries should be uble lo expect a positive
net flow of resources to supplement their domestic savings, The pres-
ent situation is the reverse: an absurd and intolerable transfer of
resources to the North.

This state of affairs must be changed as an urgent priority through
an equitable solution lo the debt problem. The point must be
accepted by the international community that, for reasons beyond the
control ofdeveloping countries, their external debt is not repayable in
full, and that its nominal value will not be paid.

The Brady initiative is only a cautious first recognition of the
force of this argument. Its limitations have been revealed in its
implementation so far, and it is clearly inadequate, What is needed
instead is a concerted approach to achieve debt reduction and debt
service reduction simultaneously. Negative resource transfers
should be ended and debt service related lo the ability oflhe economy
to pay and to grow. The amount of debt service should be determined
by tiie level of resources a country needs lo revive growth and sustain
it at a rate that allows per capita income lo rise by al least 2-3 per cent a
year. The issue should be the subject of intergovernmental negotia-
tion. We reaffirm the need for an International Debt Conference with
the participation of the debtor governments, the governments of the
creditors, and the international financial institutions. Its mandate
would be lo arrive &t a binding inlernalionul agreement on a frame.
work solution,

A global solution lo the debt problem must include relief for the
least developed countries. Their total debt is not large in absolute
terms. However, in relation to the size of their economies and their
exports, their debt is a heavy burden in most cases. A solution to the
debt issue should lead lo a reasonably quick resumption of growth in
those economies. It should involve the full write-off of their bilateral
ofticial debt — already done partially by a number of donor countries —
the extension of debt cancellation lo other low-income countries that
may be less poor but are still heavily indebted, and the refinancing on
concessional terms of the nonconcessional bilateral official debt, as
well as the multilateral debt, ofall countries concerned. The establish.
ment by the World Bank of a debt reduction facility for low-income
countries that have access lo its resources only through its soft-loan
afliliate, IDA, is welcome, but the sum of $100 million being made
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available to the facility is insufficient, A substantial increase is
needed.

Financial Flows

In the long run, the countries ofthc South should be able to generate
enough savings for investment from their own resources. However, in
the initial stages of the resumption ofgrowth, long-term external fin-
ance will be needed, particularly for the poorest und least developed
countries. Experience shows that the private sector by itselfcannot fill
this need adequately. The international system should therefore pro-
vide for the transfer of the needed external capital to the developing
countries.

This requires several decisive steps, Dcvcloped countries should
fulfil the target commitment of0.7 per cent of GNP for ofticial deve-
lopment assistance udopted by the United Nations in 1968, and 01°0.15
per cent of GNP in aid to the least developed countries accepted by
most donors in 1981. Efforts should be made to double official deve-
lopment assistance to LDCs by 1995 and to increase it to 0.20 per cent
of GNP by the end of the 1990s.

A higher proportion of financial flows should be channelled
through multilateral agencies; financial institutions. notably the
World Bunk and the regional development banks, should have a larger
role in meeting the requirements for development finance.

For many developing countries, multilateral concessional
assistance will continue to be of critical importance. Concessional
assistance should be doubled by 1995, and a larger share provided
through multilateral institutions (IDA and the soft windows of
regional development banks), The additional resources should be
devoted to food production, the satisfaction of other basic needs,
population control, energy security, and other environmentally sensi-
live sectors.

Difficulties are invariably encountered in negotiating replenish-
ments of IDA’s capital; the replenishment cycle should thercfore be
extended to five years from the present three.

In view oflhe limited funds available to IDA -the nin:h replenish-
ment is no higher than he eighth — and the pressing claims of sub-
Saharan Africa on these funds, the World Bank should revive the
Third Window it opened lemporurily in the 1970s to offer loans on
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terms halfway between those applying lo its regular loans and IDA
loans.

A comprehensive regime for direct foreign investment should be
introduced, International action is needed lo adopt the Code of Con-
duct for Transnational Corporations, under negotiation since 1976, us
well as a set of rules to control restrictive business practices. Joint ven-
tures and other forms ofassociation between small and medium-sized
firms in industrial countries and the business sector in the South
should be encouraged.

The governments of developed countries should co-operate with
the governments of developing countries in identifying and institut-
ing judicial proceedings against those responsible for illegal flows of
capital from the South.

International Monetary Issues

The luck of a mechanism for creating international liquidity in an
orderly way has become a major problem for the world economy us a
whole, Meanwhile, there is a growing privatization of international
liquidity, and this particularly hurts countries with low credit ratings.
Thus, while there is ample liquidity, the developing countries have
very limited access to it. This culls for a greater use of SDRs = the
reserve currency created by the IMF. There is immediate need for
agreement to allocate a reasonable amount of SDRs on a regular basis
exclusively to developing countries over and above their small IMF
quotas. In the long run, SDRs should become the main reserve asset
for the international monetary system.

International arrangements should be adopted to reduce misalign-
ment and volatility in the exchange rates of the principal world cur-
rencies. A target zone system for these currencies is one possible
arrangement. There should be effective multilateral surveillance of
the exchange rate arrangements, and the macroeconomic policies, of
major developed countries.

Interest rates should be brought down to historical levels through
international action. Pending a decline in the rates, developing coun-
tries should be insulated from the effects of excessively high levels.

Uncertainty and instability have greatly increased in the world eco-
nomy. It is therefore essential to have international arrangements to
cushion developing countries against unexpected shortfalls in foreign
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exchange earnings or shurp increases in payments as a result of
changes in interest ralesor exchange rates. Agreement on the need for
such arrangements has existed since the early 1960s, when the IMF
established a Compensatory Financing Facility. The conditionality
attached lo assistance under the facility was considerably lightened
and access reduced in the 1980s, making it much less useful. It should
be a priority of a reform of the international financial system to reduce
this conditionality, and lo return the scheme to its original quasi-auto-
malicity, al least in offsetting foreign receipt losses beyond the control
of developing countries.

The 1980s witnessed a sharp increase in the conditionality asso-
ciated with the provision of external finance to developing countries.
While this trend is now a universal fact of life, unlikely lo be reversed,
the content and mechanisms of conditionality call out for major
reform. If the set of policies a country is obliged to follow is to be via-
ble, it needs to be country-specific and free of ideological bias. Devis-
ing and currying out structural reforms are complex operations as dif-
ferences can and do erise in drawing up an optimum mix of policies. It
is therefore necessary lo ensure that the perf'ormence norms stipu-
lated for developing countries by the international financial institu-
tions are bused on objective analysis and not influenced by the ideolo-
gical prejudices of the donors. Only a depolilicization of the process
through the introduction of independent international evaluation of
development performance can inspire the respect and confidence of
both donors and recipients.

A panel of experts, independent of the IMF and the World Bunk
but operating us an advisory committee to them, should be formed lo
ussess the needs ofdeveloping countries and the conditions appropri-
ate to each of them. These two institutions should also set up regional
councils to advise them on the broad framework of their policies and
programmes.

Trade and Development

The prevailing approaches, rules and disciplines of the world trading
system. us embodied in the General Agreement on Tariffs and Trade
(GATT), are bused on the principles of open, multilateral, transparent
and non-discriminatory trading. However, developing countries face
an entirely different reality when trading with the North. Protection-
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ism in the industrialized countries now afYects a very large proportion
u the South’s exports of processed products and manutuctures,

Sustained growth in the South will need & substantial expansion of
exports to the North. As world trudc is unlikely to grow as tast as it did
during the 1945-79 period, this will require deliberate accdion by deve-
loped countries to keep their markets open. A reformed internutionul
trading system must enable developing countries to st -p up their
shurc of world trade in products in which they have a distinct compa-
rative advantage; it must as well support the growth of trudc among
developing countries themselves, -. should treat sustained develop-
ment in the South as a central objective, reiterating the notion of pre-
ferential und more favourable treatment und limited reciprocity.

We believe the time has come for the world community to take up
ugain the idcu of an International Trade Organization, It should be
equipped to deal with the new needs ofthc world truding system ia a
comprehensive und integratea fashion. Its mundute should include
bath a regulatory role in the world truding system and the promotion
of development.

The trade in textiles and clothing must be returned to GATT rules
and disciplines as a mutter of urgency, Equally, sector-specific quanti-
tative restrictions af¥ecting, for ‘nstance, steel, leather goods, foot-
wear und consumer electronics, which discriminate against manufac-
tured exports from many ds¢veloping countries, must be eliminated.

A satisfuciory outcome of negotiations on some of these matters is
linked to reaching a comprehensive agreement on safeguards, i.e.
temporary import barri;. . :.mposed in order to protect industries at
risk. Non-discrimination 1n ipplying safeguards should be a sine qua
non of such an ugrecment. Over the lust few years, there has been a
convergence of views on several aspects of safeguards; agreement
on these aspects should be pursued vigorously. Any attempt to intro-
duce selectivity in applying sateguards should be resisted, as selectiv-
ity would allow them to be used essentially against imports from
the South.

The application of traditional norms goverring the trade in goods
to the trade in services could seriously undermine the ability of deve-
loping countrius to promote and regulate their service industries. Ser-
vices such as transport, communications, banking, insurance, health
and education huvc always been regarded us critical for sustained
development. Tne new ‘producer or ‘business’ services — a by-pro-
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duct of'advances in information und communications technologies —
ulso have a prolbund impuct on competitiveness in many economic
processes and products, for instance by Improving inventory manuage-
mient und quality control, ‘10 be consistent with the objective of pro-
moting development, uny new multitateral trumework for the trudc in
services must provide opportunitics (or the creation of a strong pro-
duccr services sector in developing countries. It must also facilitate
the growing purticipution of'developing countries in the world trudc in
services.

The inclusion of *trade-related investment measures® (TRIMs) on
the ugendu ofinternutionul trudc ncgotiutions involvcsscrious threats
to the developing countries. Secking to restrict their frecdom to regul-
ate foreign investment, it is essentially an attempt to introduce & mul-
tilateral rcgulutory system that would further strengthen the North’s
transnational corporations.

Clearly, all countries need screening procedures to block unagcr-.pt-
able and counterproductive uctivitics or projects and to modify the
terms of their operations to muke them consistent with national deve-
lopment objectives.

The Commission attaches special importance ¢ the need to
reform internutionul commodity trading. The crisis in comraodities is
as dramatic us that n the internutionul financial system. Efforts arc
urgently needed to overcome the crisis in commodity markets in wuys
that will prevent its recurrence. The setting up of mechanisms to
regulate the intcrnutional commodity economy should be high on the
ugendu of the world community, The essential goals of UNCTAD's
Integrated Programme for Commodities remain valid, namely,
improvement of > terms of trudc for commodity-exporting coun-
tries, stabilizatio.. of prices, compcnsution for shortfulls in commod-
ity earnings. us well us commodity development through increased
productivity, domestic processing and participation in marketing and
distribution.

Tuere is a distinct trend towards the formation of large trading
groups among developed countrics, us evidenced by the Canada-
United States Free Trade Agreement and the moves by the European
Community to create a unified market by the end of 1992. It would be
wholly objectionable if these groupings were to result in reduced acc-
ess for the South’s exports. Kcasonable mecasures should be intro-
duced to preserve, and indeed expand, the preferential acvess of the
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developing countries to these extended regions! murkets ofthc North
und to avoid the potential maiginalization of many countries of the
South.

The prospective integration of the USSK und the countries of Eas-
terr. Europe in the world economy could offer sigrificant opportuni-
tics for building a better world for all. In the shorter run, however, the
prospects are more ambivalent. With their greater freedom, Soviet
enterprises are likely to seek more competitive sources for their
imports. This could plece some developing countries at a disadvant-
age. Conversely, in the short run, the USSR’s stated objective of'signi-
ticantly increasing its imports of consumer goods could benefit those
countries of the South that are able to export ¢consymer durables and
light munuf:ctures at competitive prices. Should the Eastern Euro-
pean countries progressively multilateralize their trade and payments
urrungements, the scope for trade could expand, even though some
transitional problems may arise for developing countries heavlly
dependent on markets in the USSR and Eastern Europe. In the short
term also, more competition from Eastern Europe in world markets
and for the world’s surplus savings could create problems for the
developing countries. We remain deeply concerned that both atten-
tion and resources could be oiverted from development. However, In
tae longer run, the entry of these countries into the internatlonal
financial institutions might contribute to greater balance and objec-
tivity in their functioning.

Science and Technology

Meusures to muke it eusier for developing countries to develop their
domestic capabilities in science and technology and to acquire new
technology from abroad should be a prominent part of new internatio-
nal arrangements to be negotiated between North and South. They
should provide for the control of restrictive practices of transnational
companies and include the following features:

. United Nations agencies, In particular UNIDO, UNESCO, the
Internationul Atomic Energy Agency (IAEA) and the UN Univers-
ity, should play a more prominent part in building up a scientific
infrastructure in their areas of competence with a view to contri-
buting to scientific and technological progress in the South. The
UN Commission on Scier<e and Technology should identify the
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priorities for International policy in this area, Scientific centres for
agriculture, such as the International Centre for the Improvement
of Corn and Wheat in Mexico, the International Centre for Insect
Physiology and Ecology in Kenya, and the International Centre for
Rirtechnology und Genetic Engineering in Trieste and Delhi
sponsored by UNIDO, provide models of institutions engaged in
applied research, In basic research, the experience of UNESCO
und the IAEA in relation to the International Centre for Theoreti-
cal Physics (ICTP) in Trteste should be explored with a view to set-
ting up other centres of advanced research and training, sponsored
by United Nations bodies in disciplines relevant to their interests,
The decision to set up, with the Italian Government’s support
through UNIDO, three new research centres in Trieste — one for
high technology and new materials, one for pure and applied ¢he-
mistry, and one for earth sciences and the environment, which
together with the ICTP will constitute the International Centre for
Science - is a welcome development in this direction.

o A network of research and training institutes for the development
und arplication of high technology should be established In the
developing countries, und this should besupported by the multilat-
eral financial institutions, notably the World Bank. The proposal
by the Trieste Centre for creating 20 new centres around the world
provides a basis for developing such a network.

¢ Centres of technological information should be established in the
countries of the South to facilitate access to scientific literature;
these centres should have comprehensive collections of scientific
und technological books and journals either provided by govern-
ments of the North or supported by bilateral or multilateral aid.

¢ There shor!d be a link between total international aid and aid for
science and technology. Donor countries should agree to provide a
given percentage of their ODA as an additional sum to finance
R&D activities in developing countries.

e The new arrangements should provide for the transfer of techno-
logy from the North on terms consistent with the development
interests of the South. Financing should not be tied; there should
be controls to check transfer pricing; the ability to export should
not be restricted; and there must be freedom to diffuse the techno-
logy within the country. The negotiation of an International Code
of Conduct on the Transfer of Technology to Developing Coun-

/...




A/745/810
English
Page §0

The Challenge to the South

tries and revision ot'the Puris Convention should be completed in a
spirit of accommodation between North und South. Holders of pat-
ent rights must accept corresponding obligations to facilitate the
development of links for the ubsorption oftechnology by the deve-
loping countries.

., Technologies that help to preserve the environment und conserve
natural resources should be treated us international public goods,
und technologies with potentially dangerous social consequences
should be internationally monitored and controlled.

The Environment, Oceans and Energy

Evidence of the global risks arising from damage to the environment
provide another reminder that North and South are parts of one
human fumily sharing one fragile planet. The custody of the environ-
ment culls for a co-operutive approach bused on global ‘nterdepend-
ence.

The damuge so far done to the environment has been overwhel-
mingly caused by the pattern of econoniic development in the North.
Poverty is, in contrast, at the root of environmental degradation in
poor countries, where the compulsions of survival lead to improvid-
ent use of the land and other natural resources.

Multilatcral arrangements for protecting the environment should
therefore recognize that poverty and underdcvelopment must be
overcome for the environment in the South to be protected und
should have the removal of poverty in the South as a central objective,
It would be wholly unucccptablc if the North were to seek to force the
South to choose between development and cnvironmentul protec-
tion.

The adoption of cnvironmentully sound policies and technologies
will clearly involve more cosus than the South can bear unaided, The
international community should share these additional costs us part
of & global plan for saving our endangered earth. The South’s readi-
ness to join in a campaign to preserve the ecological heritage is
reflected in the proposal made by India at the Non-Aligned Summit in
Belgrade in September 1989. This envisages a UN-administered Pla-
net Protection Fund to which all countries, except the least deve-
loped, would contribute 0.1 per cent of their annual GDP. The Com-
mission commends this proposal to the international ccmmunity.
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All countries that huve not yet done so should ratify the Conven-
tion on the Law of the Seu in order that it muv :nter into force us soon
us possible. A forum should bc crcutcd within the United Nations sys-
tem for the discussion of ocean affairs in an integratcd manner, as
they arc closely interrelated and should be considered together. The
management und possible utilization of the global commons, such as
Antarctica und outer space, must he based on their acccptunce as a part
of the common heritage of humankind. The 1959 Antarctica Treaty
expires in 1991; it should besucceeded by a treaty inspired by this spirit,

The global economy needs an internationally ugrced regime for
energy that is stable, i.e. without disruptive lluctuutions in supply and
prices, and is fair t& both producers and consumers by ensuring rea-
sonablc and remunerative prices as well as access to reliable supplies.
It should ensure that the development of the South is not impeded by
the failure to provide for an orderly expansion and fair allocution of
energy supplies,

Globa Economic Management
and the UN System

True peace and security in the world cannot be assured without action
to make the international economic environment more equitable,
predictable and supportive of development in the poorer parts of the
world, Such action has to be & global responsibility. The United
Nations, as the principal forum ofthe global community, should have
a central role in guiding the world towards this objective.

Ways must therefore be found for the world community, through
the United Nations and at the highest level of world leadership, to
make assessments of global trends and their consequences for deve-
lopment as well as for the environment. We recommend that periodic
summits of a representative group of nations from both North and
South should be convened by the United Nations for this purpose.
They should set guidelines for action by the UN and its agencies and
other important components of the global system.

Action to improve globul economic management and decision-
making also requires a reform of the voting structures in the IMF and
the World Bank. Thesc should be changed to achieve a better balance
between developed und developing countries in their policy-making
bodies.
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Peace and Development

To beat swords into ploughshares hus boon one of humankind’s
noblest and most enduring dreams. In recent times, the hope has boon
that part of the vast sums spent on preparations for war would be
diverted to the war rgainst world poverty. An opportunity for making
this a reality Is offe ,ed by the thaw in relations between the two super-
powers and the start Of a process of disarmament. The need for it is
made more acute by the high cost of preserving the environment and
the global habitat while at the same time allowing developing coun-
tries to achieve an adequate rate of growth,

The Commission believes that a Peace and Development Fund
should be estabilshed in.0 which a substantial part of the resources
freed by the scaling down in arms budgets should be channelled, This
Fund should use a significant proportion of Its resources to assist
developing countries meet their technological needs, through such
means as the establishment of centres and schemes of scientific and
technological training, and collaboration between institutions of
learning and research. A major thrust should be to improve technolo-
gicai capabilities in areas relevant to efforts to satisfy the basic needs
of the billion poorest human beings. The possivility of combining this
initiative with the proposed Planet Protection Fund mentioned above
should be explored.

A Six-Point Programme for Immediate Action

There is today a new combination of powerful political, economic,
ecological and moral considerations which justify a Six-Point Global
Programme of Immediate Action to combat world poverty in the inte-
rest of sustainable development worldwide and the promotion of glo-
bal peace and security, This Programme needs to address some urgent
issues, whose resolution will help to revive growth in the Third World
and also be a first step towards a more basic restructuring of the inter-
national system designed to ensure a more equitable management of
global Interdependence, in the interest of both developed and deve-
loping countries. The Programme should have the following objec-
tives:

Action to stop the net transfer of resources from the South to the

North, to remove the overhang of the external debt of develnping
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countries and to scale down their debt service to levels that would
allow growth to be sustained at a rate that would yield annual
increases in per capita income of at least 2-3 per cent.

The establishment of multilateral arrangements for protecting the
global environmental commons and ensuring sustainable develop-
ment. These arrangements should recognize that poverty must be
overcome in order that the environment in the South may be pro-
tected and should respect the freedom of governments to set their
own national priorities and policies

Doubling the volume of concessional resource transfers to deve-
loping countries by 1995, priority being given to transfers through
multilateral institutions (IDA and the soft windows of regional
development banks); the additional resources are to be devoted
to food production, the provision of other basic needs, popula-
tion control, energy security nnd other environmentally sensitive
areas.

The establishment of independent international mechanisms for
evaluating the requirements of developing countries, the norms
and indicators for performance, and the criteria and conditionality
appropriate to each country, These mechanisms, acting in an advi-
sory capacity, could help considerably to depoliticize the negotia-
tions between international financial institutions and developing
countries, the laying down of performance norms and the assess-
ment of performance

A time table for lifting protectionist barricrs that adversely affect
the growth of developing countries’ exports to the developed coun-
tries, bringing the textiles trade under normal GATT disciplines,
and removing various “grey area” restraints affecting developing
countries’ access to markets in the developed countries, Provision
should be made for the stabilization and support of the internatio-
nal prices of primary commodities cf special export interest to
developing countries by a commitment to negotiate intcrnutional
agreements for those commodities, and international assistance
should be made available to developing countries in diversifying
their commodity sectors.

The incorporation of contingency provisions in internutionul
arrangements with a view to protecting developing countries
against excessive fluctuations in international interest rates,
exchange rates and terms of trade.
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If'a programme on these lines is to be realized, political initiative at
the highest level will be needed, in order to impart th.a necessary
momentum. The leaders of the South’s nations should meet and
agree on a programme for immediate action, and then use their influ-
ence to convene a global summit to discuss it with the leaders of the
North. These North-South discussions could, at the same time, reo-
pen the process ofnegotiation for a longer-term, fundamental reform
of the international system.
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V. Towards the Twenty-First Century

The globalization of economic, social and political processes now
underway is likely to acquire further momentum in the years to come,
Knowledge, and the upplicution ofsciencc and technology in society,
will become still more powerful determinants of wealth and power in
the world.

The emerging world setting offers tremendous opportunities as
well as risks. New knowledge harnessed properly can become a potent
instrument for freeing humanity from poverty, ignorance and disease;
but unequal access to knowledge cun lead to the further marginaliza-
tion of the South

The South has to be effectively mobilized to face these formidable
challenges. The objectives and policy recommendations wC have out-
lined in our Report should assist the South in this gigantic task. They
retain validity well beyond the 1990s. To recapitulate, the South must
harness all its energies for the following tasks:

« A fundamental reshaping of its economies, politics, and socicties
leading to institutional structures and value systems which prize
creativity, innovation and a spirit of enterprise as well as a deep
concern for social justice.

+ The mobilization and enhancement of the potentialities of the
people through the pursuit of development strategies and patterns
which put the people at the centre und aim at raising the quality of
life for all.

e A strong commitment to closing the knowledge gap with the
North, through improvements in cducution and the development
of capabilities to tukc full advantage of advances in science and
technology.

¢ An effective population policy. based on a vigorous social develop-
ment strategy.

o A long-term commitment to rational and prudent management of
the environment und use of scarce natural resources, particularly
land and water.

National policies ure the foundations for the successful pursuit of
development objectives, However, no less important is the challenge
of South-South co-operution. With the increasing importance of eco-
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nomies of scale and expenditure on research and development,
South-South co-operation may well become the most cost-effective
means for the South to reach the new frontiers of science and techno-
logy. Its strategic role will increase just as opportunities for co-opera-
tion can also be expected to grow.

The restructuring of the global system is equally essential for an
equitable management of global interdependence, for a progressive
narrowing of the North-South divide, and for assuring peace, dignity
and security for all. This can come about only after a prolonged strug-
gle. But the South must consolidate its solidarity and improve its orga-
nizational capabilities to wage that struggle and to bring it to a suc-
cessful conclusion. Through organization and commitment to an
agenda inspired by universal human values, the South can influence
the future evolution of the world system.
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Classification of the South by Regions
and Other Categories

Classification hy Region

Africa, comprising:

North A frica
Algeria. Egypt, Libya, Morocco, Tunisiu

Sub-Saharan Africa:

Angola, Benin, Botswana, Burkina Faso, Burundi, Cameroon, Cape
Vcerde, Central African Republic, Chud, Comoros, Congo, Cote
d’lvoirc, Djibouti, Equatorial Guinea, Ethiopiu, Gabon, Gambia,
Ghana, Guinea. Guinea-Bissau. Kenyu, Lesotho, Liberia, Madagas-
cur, Malawi, Mali, Maurituniu, Mauritius, Mozambique, Niger, Nige-
ria. Rwanda, Suo Tome and Principe, Senegal, Seychelles, Sierra
Leone, Somalia, Sudan, Swaziland, Tanzunia, Togo, Uganda, Zaire,
Zambia, Zimbabwe?

Asia, comprising:

East Asia .
China, Hong Kong, Mongolia, Democratic People’s Republic of
Korea, Republic of Korea, Taiwun Province of China

South East Asia:
Brunei Darussalam, Democratic Kampuchea, Indonesia, Laos,
Malaysia. Myanmar, Philippines, Singepore, Thailand, Vietnam

South Asia:
Bangladesh, Bhutan, India, Maldives, Nepal, Pakistan, Sri Lanka

I. Based on UNCTAD classification of countries. The World Hunk’s classification dif-
fers from that of UNCTAD and where World Hank data are used in the following
tables the Hank's classification has been Followed.

2 Nanubia has not been Included as comparable data for the pre-independence period
In not avarlable.
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West Asia :
Afghanistan, Bahrain, iran, Irag, Jordan, Kuwait, Lebanon, Oman,

Saudi Arabia, Syrian Arab Republic, United Arab Emirates, Yemen,
Quatar!

Oceania:
Fiji, Papua New Gninea, Samoa, Solomon Islands, Tonga, Vanuatu

Latin America and the Caribbean:

Antigua and Barbuda Argentina, Bahamas, Barbados, Belize, Bolivia,
Brazil, Chile, Colombia, Costa Rica, Cuba, Dominica, Dominican
Republic, Ecuador, El Salvador, Grenada, Guatemala, Guyana, Haiti,
Honduras, Jamaica, Mexico, Nicaragua, Panama, Paraguay, Peru,
Saint Kitts and Nevis, Saint Lucia, Saint Vincent and the Grenadines,
Suriname, Trinidad and Tobago, Uruguay, Venezuela.

Developing Europe :
Cyprus, Malta, Yugoslavia

Classification by Export Category

Major Petroleum Exporters:
Algeria, Angola, Bahrain, Brunei Darussalam, Congo, Ecuador,
Gabon, Indonesia, Iran, Iraq, Kuwait, Libya, Nigeria, Oman, Quatar,
Saudi Arabia, Syrian Arab Republic, Trinidad and Tobago, United
Arab Emirates, Venezuela

Major Exporters of Manufactures:
Brazil, Hong Kong, Republic of Korea, Mexico, Singapore, Taiwan
Province of China, Yugoslavia

Others :
The rest of the South

I. Palestine has not been included due lo the lack OF comparable a. I.
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Classification by Income Group

1985 per capita GDP above $3000 (High Income):

Bahamas, Bahrain, Barbados, Bermuda, Brunei Darussalam, Cyprus,
Gabon, Hong Kong, Iran, Irag, Kuwait, Libya, Oman, Quatar, Saudi
Arabia, Singapore, Taiwan Province of China, Trinidad and Tobago,
United Arab Emirates, Venezuela

1985 per capita GDP between $500 snd $3000 (Middle Income):
Algeria, Angola, Antigua and Barbuda, Argentina, Belize, Bolivia,
Botswana, Brazil, Cameroon, Chile, Colombia, Congo, Costa Rica,
Céte d'lvoire, Cuba, Democratic People’s Republic of Korea, Domi-
nica, Dominican Republic, Ecuador, Egypt, El Salvador, Fiji, Gre-
nada, Guatemala, Honduras, Indonesia, Jamaica, Jordan, Republic of
Korea, Lebanon, Liberia, Malaysia, Malta, Mauritius, Mexico,
Morocco, Namibia, Nicaragua, Nigeria, Panama, Papua New Guinea,
Paraguay, Peru, Philippines, Saint Kitts and Nevis, Saint Lucia, Saint-
Vincent and the Grenadines, Samoa, Seychelles, Solomon Islands,
Suriname, Swaziland, Syrian Arab Republic, Thailand, Tonga, Tuni-
sia, Uruguay, Yugoslavia, Zimbabwe

1985 per caplta GDP below $500 (Low Income) :

Afghanistan, Bangladesh, Benin, Bhutan, Burkina Faso, Burundi,
Cape Verde, Central African Republic, Chad, China, Comoros, Cam-
bodia, Djibouti, Equatorial Guinea, Ethiopia, Gambia, Ghana, Gui-
nea, Guinea-Bissau, Guyana, Haiti, India, Kenya, Laos, Lesotho,
Madagascar, Malawi, Maldives, Mali, Mauritania, Mongolia, Mozam-
bique, Myanmar, Nepal, Niger, Pakistan, Rwanda, Sao Tome and
Principe, Senegal, Sierra Leone, Somalia, Sri Lanka, Sudan, Tanzania,
Togo, Uganda, Vanuatu, Vietnam, Yemen, Zaire, Zambia

Other Class{fications

Least Developed Countries:

Afghanistan, Bangladesh, Benin, Bhutan, Botswana, Burkina Faso,
Burundi, Cape Verde, Central African Republic, Chad, Comoros, Dji-
bouti, Equatorial Guinea, Ethiopia, Gambia, Guinea, Guinea-Bissau,
Haiti, Laos, Lesotho, Malawi, Maldives, Mali, Mauritania, Mozam-
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bique, Myanmar, Nepal, Niger. Rwanda, Samoa, Sao Tome and Prin-

cipe, Sierra Leone, Somalia, Sudan, Tanzania, Uganda, Vanuatu,
Yemen

Highly Indebted Countrles:

Argentina, Bolivia, Brazil, Chile, Colombia, Costa Rica, Céte
d’lvoire, Ecuador, Jamaica, Mexico, Morocco, Nigeria, Peru, Philip-
pines, Uruguay, Venezuela, Yugoslavia
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Table 1. The South in the World Economy
(Per Cent)
1965 1970 1980 1987
Share of rhe South in World Population 69.9 71.6 743 75.9
Share of the South in World GDP 16.1 159 218 178
Share of the South in World Output of:
Agriculture® n.a. 52.8 57.8 57.0
of which Food Grains 479 49.7 s0.2 52.6
Industry’ n.a, 13.0 24.0 18.0
Manufacturing’ n.a. 11.1 18.3 15.7
Primary Energy 26.4 35.2 37.6 36.0
Minerals 213" 28.0 28.5 3297
Share of the South in World Merchandise Trade
Merchandise Exports 20.7 18.9 28.9 21.9
Merchandise Imports 20.9 20.1 24.4 22.1
Notes: a. UNCTAD secretariat esiimates based on UNSO data svailable for 89 developing countries
b. 1950
c.
d1978983

n.a. not available

Sources: UNCTAD and UNCTAD computations based on FAQ siatistics, the UN Energy Statistics Yearbook nnd Annual des Mines
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Table 2. Per Capita Gross National Income, 1967-88
(Constant /980 §)

1967 1970 1975 1980 1981 1982 1983 1944 19;95 1986 1987

Sub-Saharan Africa 430 490 540 S0 S60 540 510 480 490 470 440
North Africa & West Asia S10 580 800 1080 1120 II1S0 1170 1180 1200 I1190 1080
Asiat & Oceania 20 250 290 350 360 38R0 400 430 450 470 S0

Latin America & the Caribbean 1210 1410 1700 2010 1970 1860 1740 1780 1800 _I_8|0 1830

Note: a. Excluding West Asia.
Source: World Bank, World Tables 198K-89.
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Table 3. Total and Par Capita QDP Growth Rates, 1960-88

Average Annual Growth af GDP (%)

(Consiant 1980 $)
Total GDP Per Carita GDP
1960-70  1970-80  1980-88 1960-20  1970-80  1980-S8

Total South 58 55 3.2 32 3.2 1.3

China 6.1 5.1 10.4 35 33 9.2

India 3.6 3.6 5.5 1.2 14 35
South by Major Category

Major Exporters of Manufactures 69 76 35 41 5.2 14

Major Petroleum Exporters .2 5.9 -1.0 4.4 2.6 ~3.6
South by Region

Africa 5.9 41 1.1 3.2 It -1.9

Asia 6.1 6.0 50 3.6 3.8 3.2

Latin America 5.3 5.4 1.4 2.5 2.8 -0.8
South &y Incorie Group

High Incomo 9.3 5.9 -0.4 6.0 2.7 =3

Middle Income 5.2 5.9 25 2.6 34 0.2

Low Income 4.5 4.1 7.4 2.1 2.0 5.6’

Memo item:

Dovolopod market-econ. countries 5.1 3.1 2.9 4.0 2.2 2.3

Notes: a. Reflects the exceptionally high growth rate of China In the 1980s.

Source: UNCTAD.
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Table 4. Labour Force & lts Sectoral Distribution. 1965-87
Sub-Saharan North Africa & Asia* & Latin America &
Africa West Asia Oceania the Caribbean

Labour Force® 40.6 30.9 - - 46.4 35.1
meer_l_ in Labour Force 37.8 18.7 332 26.3
Labour Force 1965 71.8 62.5 75.1 45.1
i n Agnculture: 1985/87 70.3 38.9 64.1 25.3
Labour Force 1965 8.6 14.0 10.2 21.8
in Industry" 1985/87 9.8 15.3 12.7 174
Labour Force 1965 137 235 14.7 33.3
in Services* 1985/87 20.0 45.7 23.2 57.3

Notes  a Exciuding West Asia

b. As per cent ol total population
. As per ceni of total labour force

Source UNDP, Human Development Repart. 1991
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Table §.1. Network of World Trade: Share of World Exports by Destination, 1965-88
(Per Cent)
0 Destination World South DMEC* EE
rigin

World 1965 100 20.9 66.2 1.5
1970 100 20.1 69.9 9.2
1980 loo 24.4 6.5 7.2
1988 100 229 69.5 6.9

South 1965 100 23.6 67.0 6.6
1970 100 22,0 70.0 6.5
1980 100 26.2 69.2 33
1988 100 33.4 61.5 4:0

OPEC 1965 100 20.5 77.4 1.0
1970 100 19.6 75.1 1.5
1980 100 24 75.8 1.2
1988 loo 36.7 60.4 2.0

Other South 1965 100 24.8 63.0 8.7
1974 100 23.1 67.8 8.7
1980 100 30.6 61.8 56
1988 100 32.6 61.7 45

Developed Markst'  .my

Countries 365 100 21.2 4.5 32
1970 100 20. | 76.4 29
1980 100 24.4 71.2 lé6
1988 100 19.8 77.3 2.2

Eastern Europe 196$ 100 14.6 214 63.7
1970 100 16.7 22.9 60.2
1980 100 17.6 3L s0.7
1988 100 21.6 2.4 55.7

Notes. a. DMEC = Developed Market Economy Countries.

Source. UNCTAD

b. EE = Eastern Europa.
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Table §.2. Network of World Trade. Share of World Exports by Origin, 1965-88
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(Per Cent)
ation

Origin Destin World South DUE@ EE®

World 1965 100 loo 100 100
1970 100 i00 100 100
1980 100 100 100 loo
1988 100 100 100 100

South 1965 20.7 234 21.0 11.8
1970 18.9 20.6 18.9 134
1980 28.9 310 29.6 13.2
1988 21.6 315 19.1 12.6

Developed Marker Economy

Countries 1965 66.7 67.7 75.0 18.2
1970 714 71.2 77.9 22.3
1980 63.4 63.4 66.8 32.2
1988 704 60.9 78.3 2.5

Eastern Europe 1965 12.6 8.9 4.1 69.9
1970 9.8 8.1 3.2 64.2
1980 7.8 5.6 3.6 54.7
1988 8.0 7.6 2.6 64.9

Notes: a. DMEC = Developed Market flconomy Countries.

b. EE = Eastern Europe.
Source: UNCTAD.
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Table 6. World Merchandlso Trade by Counlry Orouping and Commodity, 1960-87
EXPORTS T IMPORTS
Total Prmary® Manufactures® Total  Prmary® Manufactures®
World 100.0  100.0 100.0 100.0  100.0 100.0
Total South 1960 20.7 36.6 49 209 17.1 24.5
1970 18.9 36.1 6.3 20.1 16.6 22.2
1980 28.8 49.7 10.2 244 211 27.4
1987 21.9 352 15.9 22.0 22.2 21.4
Oil Exporters 1960 58 12.2 0.2 3.1 1.9 44
1970 58 133 0.2 31 1.9 39
1980 15.3 319 0.5 6.4 37 3.9
1987 4.7 14.0 0.5 3.7 32 4.0
Other South 1960 14.9 24.5 4.7 17.7 15.2 20.1
1970 3.1 2.7 6.1 17.1 14.6 18.3
1980 13.5 17.8 9.7 18.0 174 18.5
1987 17.1 21.2 153 18.4 19.1 174
Developed Marker Economy Countries 1960 66.7  52.9 83.8 66.2 716 63.7
1970 71.4 54.7 84.7 69.9 73.7 67.9
1980 63.4 42.9 82.7 67.5 70.9 64.7
1987 69.7 53.3 78.2 69.8 614 72.1
Countries of Eastern Europe 1960 126 10.5 [1.2 11.5 10.3 10.5
1970 9.8 9.3 9.1 9.2 9.2 9.3
1980 7.8 7.4 1.1 7.2 6.5 7.4
) 1987 8.5 11.5 6.0 72 9.2 6.0
Memo ltem :
Share of Trade in Services In Each Grouping's Total Trade in Goods and Services*
EXPORTS IM_PORTS

1970 1980 1987 1970 1980 &7
South 4.0 4.6 4.6 7.0 8.5 6.8
Developed Market Economies 22.0 22.2 25.6 22.2 205 247

Notes: a. Including metals and minerals. b. Excluding metals and minerals. c. Includes factor and non-factor services.

Source: UNCTAD.
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Table 7. South-South Trade, 1965-88
(Per Cent)
1965 1970 1980 1988
Share of South-South Trade In World Trade 49 4.2 7.6 7.2
Share q/South-South Exports In Total South Exports 23.6 22.0 26.2 33.4
Share of South-South Imports In Total South imports 23.4 20.6 31.0 3Ls
Share of Intraregional Trade in Each Region 's Total Trade
Africa 6.4 56 6.1 6.5
Asia 24.4 22.5 22,6 33.1
Latin America 17.0 173 214 14.6
Share of Intraregional Trade \n Total South-South Trade
Africa '4.9 5.2 2.0 17
Asia 51.0 47.2 55.6 70.9
Latin America 23.0 23.4 15.2 7.5

Source: UNCTAD.
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Table 8. Terms of Trads for the South, 1960-89*
(1980 = 100)
COUNTR Y GROUP 1960 1965 1970 1975 1981 1985 1989
Sout 45 40 k1 73 109 96 74
By Major Category
Exporters of Manufactures 120 123 124 136 99 97 91
Oil Exporters 21 19 18 59 118 101 M)
Others 99 95 102 109 96 88 87
By Reglon
Africa 49 37 36 67 109 95 62
North Africa 41 29 24 63 116 99 64
Sub-Saheran Africa 5S 46 54 71 103 92 67
Asia 32 28 25 66 113 99 73
West Asia 18 14 14 58 120 104 55
Other Asia 92 ar’ 79 96 101 94 89
Latin America 61 60 66 97 100 91 78
Least Developed Coumrlc_s' 115 104 107 100 94 92 83
Memo ltem:
Developed market economy countries 17 120 122 109 98 101 112

Notes: a. Barter terms of trade
b. Excluding China

c. Forty-one countries :n the Svulh considered as least devoluped by the United Nallons using verious economic and socsal

development ctiteria.
Source: UNCTAD
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Table 9. Weighted Index of Commodily Prices, 1970-88*

(1979-81 = 100)
Year Petroleum Other Commadities®
1970 13.1 111.2
1971 16.2 97.8
1972 16.6 939
1973 204 124.0
1974 69.3 134.4
1978 60.7 100.9
1976 64.3 1119
1977 64.0 122.9
1978 56.0 101.5
1979 71.3 104.8
1980 106.7 104.9
1981 119.3 90.8
1982 109.3 82.4
1983 101.8 89.2
1984 101.4 92.2
1985 97.4 80.9
1986 41.6 69.0
1987 48.3 62.7
1988 36.3 69.5

Note: a. The World Bank, In compiling the above, has used the manufacturing unit value (MUV) index es the deflatot
b. Thirty-three commodities other than fuel.
Source: World Bank
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Table 10. External Debt, Debt Service, and Debt-Related Transfers, 1980-88
($ millions)
Total Debt Debt as % Debt Service Debt Service Debt-Related”
) ) Stock af GNP Ratio® as % q/GNP  Transfers
Sub-Sahara AfPica 1980 56201 28.2 11.0 3.2 5343
1984 82713 46.7 25.5 5.7 $20
1988 139624 99.5 27.2 75 -166
North dfrica and West Asia 1980 60967 53.0 20.3 7.9 1717
1984 79 786 59.9 22.3 8.2 -264
1988 120318 80.6 37.9 10.7 -3 49§
Other Asia 1980 126709 22.7 13.2 2.2 7105
1984 194 736 327 18.3 3.4 1608
1988 298046 35.6 2.1 4.3 -7154
Latin America 1980 242 699 4.8 36.9 6.6 - 1534
1984 377 259 59.3 38.9 8.1 -18732
1988 427 463 48.9 40.5 6.4 -26941
Developing Europe* 1980 19184 25.3 19.0 5.1 1365
1984 20 384 43.7 24.7 9.8 -2699
1988 24 757 36.8 19.3 7.0 -2316
Total Sowth 1980 505 460 28.8 22.0 4.6 13996
1984 758 328 43.6 26.3 6.0 -19571
1988 1 010 208 45.7 28.6 6.0 -40072

Notes. 2. Debt Service Ratio = Principal and interest payments as por cent of the total capon of goods and services.
b. Debt-Related Transfers = External borrowing less debt service payments.
c. Cyprus, Maita and Yugosiavia.

Source: World Bank, World Debt Tables 1989-90,
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Table 11. Not Transfer of Financlal Resources of the Capital-Importing Countries of the South, 1980-88*

(8 Billions)
1980 1981 1982 1983 Iv84 1985 1986 1987 1988
OMcial Flows
Grants 11.1 11.7 9.2 10.2 10.7 11.§ 11.1 12.3 12.4
Net Credits 232 288 3L& 221 250 165 16.0 120 160
Cross Flow 343 405 408 379 357 .20 22 241 R4
Intorost Payment -58 68 83 97 - 113 - 128 - 156 -169 -182
Not Tranafor 28.6 33.7 325 282 245 181 11.5 75 10.2
Private Flows
Direct investment
Not Invostmont Flow 5.5 9.0 6.4 5.5 5.6 6.3 5.6 87 141
Not Dlvidonds & Other Income -105 -99 -94 -88 -80 -175 - 64 - 70 - 78
Not Tranefor -50 -09 -30 -33 -25 -12 - 08 17 63
Crodit Long-Term
Not Flow 354 48.3 40.6 26.5 17.8 11,6 7.7 14 6.5
Intorost Paymont -24.2 -31.2 -37.2 -35.2 -39.9 -38.9 -34A.<ILQ.. =192
Not Transfer 112 170 34 - 87 -22.0 -27.3 -27.0-325-328
Credit Short-Term
Not Tranefor 09 =-i7.3 -27.2 ~189 -12.7 - 3.6 1.8 J2 -l101
Private Grants 1.2 1.2 1.2 19 2.1 2.5 34 35 4.2
Total Net Transfer (financial basis)® 368 338 70 - 12 -106 -194 -11.1 -166 -22.1
Use of Official Reserves -128 27 159 -8.0 -194 1.6 87 -144 - 99
Total Net Transfer (oxpondituro basis)® 240 )65 229 -9.2 -300 -17.8 ~2.4 -31.0 -32.0

Notes: a. The United Nations defines the following countries as capital surplus countries and hence ex:ludes them from the above table:
Brunei Darussalam, Iran, lraq, Kuwait, Libya, Quatar, Saud: Arabia and the United Arab Emirates. ©f the other countries of the

South. the table coven 96 for which the United Nations has consistent data.

b. The measure of net transfer of financial resources on an expenditure basis is defined by the United Nations as the difference
between net capital Inflows and net inlernalional income pavments 10 capital. It is the same size. bu. wilh opposite sign, as the
balance of trade in goods and non-capltal services. This measure treats changes in reserves as part cf international financial Bows.
The measure of ner transfer of financial resources on a financial basts doos not include changes in international reserves and thus

implicitly treats reserve charges as part of investment.
Source: Adapled from Unilod Nations, World Economic Survey 1990.
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Table 12, Hcsearch and Development Expenditure as par cent of GNP
and Number of Scientists and Engineets per Million Population, mid-1980s
R&D Expenditure Scientists and Engineers
(% of GNP) {ver Million Population)
Industrial Countries 2.48 2,792
USA 2.80 3,233
Japan 2.80 4,836
W. Europe 2.04 111!
Eastern Europe 4.70 4,275
USSR 5.50 5414
Developing Countries 0.46 19§

Note:  As complete data on R&D expenditure and number of scientists are not available for ull ‘aunties, the number of countries
involved in the computation is the following: W. Europe: 19, Eastern Europe: 8, Developing Countries: 59 for R&D Exp. and )9 for
scientists and engineers.

Source - Based on UNESCO Statistical Yearbook 1989.
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Table 13.1. Social li;dicators — Health and Nutrition

L{fe Expectancy Access to Safe Under Five Dally Calorie
at Birth Water® Mortality Supply*
1985187 (per 1,000)

1960 1987 Urban  Rural 1960 1988 1964/66 1934/86

Sub-Saharan Africa 40 51 14 24 204 183 92 91
North Africa & West Asla 41 62 94 47 273 115 92 120
Asla® & Oceania 46 64 75 45 241 1) 87 107
Latin America & the Caribbean 56 67 84 46 160 79 102 115

Notes.

a. Per cent of population with access to safe water.
b. As per cont of dally requirements.

¢. Excluding West Asis.

Source: UNDP, Human Development Report, 1990.
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Table 13.2. Social Indicators — Education
Grass Primary School Gross Secondary School
Envolment Ratia" Enrolment Ratio® Luteracy Rate?
1986/88 1986/88 1970 1985

Mate Female Toral Male Female Total Male Female Total A—lale Female Total
Sub-Saharan Africa 15 61 68 21 13 17 34 17 26 59 38 48
North Africa & West Asia 101 81 91 57 39 48 48 19 34 66 41 54
Asia® & Oceania 116 96 106 47 32 38 53 29 4] A 47 59
Latin America & the Caribbean 110 108 109 47 51 49 75 69 72 85 81 83

Notes: a. Total number enrolled as a percentage of the population in the relevant age group.

b. Percentage of persons aged 18 and over who can. with understanding. bolh reed and write a short single statement in everyday life.

c. Excluding West Asia.
Sonrce: UNDP, Human Development Report, 1990.
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Extremely Poor® Poor”

Number Per cenr Number Per cent

(million) (mithon)
Sub-Saharan Africa 120 30 180 47
North Africa & West Asia 40 21 60 3
Asia® & Oceania 420 18 800 30
Latin America & the Caribbean 50 12 70 17
Total 630 19 1,110 33

Notes:

extremely poor and $370 por caplta a yorr for the poor.

b. Including the ortremoly poor.

c. Por cent of the population below the poverty line.

d. Excluding Wes! Asia.

Source: World Bank. World Development Repont, 1990.

a. Tho World Bank has defined the poverty line In 1985 purchasing power parity (PPP) dollars as $275 per capita a year for the
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Table IS. Demographic Trends, 1960-88
Population Average Annual Share of World Population
(000) Growth Rate (%) (%)
L. 1960 1980 1988 {960-70 (970-80 1980-88 1960 1980 1988
Sout 2086800 3312600 3866400 2.4 2.2 2.0 68.8 74.3 76.2
Caina 662 100 987 100 1081400 23 1.7 1.1 21.8 22. 1 21.3
India 442300 688900 799900 2.3 2.2 1.9 14.6 158.5 15.8
Other South 982400 1636600 1985100 2.6 2.6 2.4 32.4 36.7 39.1
South by Region®
Africa 260900 451300 574500 26 2.9 31 8.6 10.1 1.3
Asia 1587600 2472500 2830100 2.4 2.1 1.7 52.3 55.5 55.7
Latin America 216600 361000 431700 2.7 2.5 2.3 7.1 8.1 8.5
South #y Income Group
High Income 63500 117200 145900 31 3.1 2.8 2.1 2.6 2.9
Middle Income $59300 924000 1110 100 2.6 25 2.3 18.4 20.7 21.9
Low Income 1464000 2271400 2610400 23 2118 483 509 514
Memo item:

Developed market
___economy countries 633 609 768 317 86 540 1t 09 06 209 172 159

Note 2 The population for developing Europe and Oceamia for 1960, 1980 and 1988 respectively was 21.7. 27.8 end 30.1 million.
Source UNCTAD
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Annex

The Commission and Its Work

The plans lo establish the South Commission were announced at the eighth
Meeting of the Heads of Slate and Governmenl of the Non-Aligned Coun-
tries held in Harare, Zimbabwe, in September 1986 by Dr. Mahathir bin
Mohamed, Prime Minister of Malaysia. Dr. Mahalhir had headed a steering
committee which had been set up, at an international meeting held in Malay-
sia, to make the preliminary arrangements for the formation of the Commis-
sion He also announced that Julius K. Nyerere, former President o, Tanza-
nia, had accepted the invitation to be the Commission’s Chairman.

In the months immediately after the announcement, Mr. Nyerere trav-
elled widely in the South to discuss the role of the Commission with people in
public life, in the business and academic communities and in non-govern-
mental organizations. On 27 July 1987, we announced in Dar-es-Salaam the
composition of the Commission and the appointment as Secretary-General
of one of its members, Dr. Munmohan Singh, Deputy Chairman of the Indian
Planning Commission, whom the Indian Government had released for ser-
vice with the Commission.

The Commission has functioned as an independent body, with its
members serving in their personal capacities. Its term was set for three years,
Its work has been supported by financial contributions from developing
countries. The Commission’s Secretariat was established in Geneva with
assistance from the Government of Switzerland and started functioning on
| August 1987.

Terms of Reference

The Commission adopted its terms of reference at its second meeting in
Kuala Lumpur, I-3 March 1988.
1. Analysis of national development experfence In theSouth and elaboration of
an Integrated perspective and vision of the future.
The Commission will undertake a critical annlysis of post-World War |l
development experience and the lessons it holds for development planning
in the future. Having defined development, it will assess the weaknesses and
strengths of the developing countries; their development prospects; the con-
straints they face; the options open lo them; and the scope for improved
mooilization and utilization of their physical, financial and human resources.
On the basis of this analysis, the Commission will outline development
goals and objectives for the year 2000 and beyond. In doing so, it will take into
account the changing demographic, social and economic conditions in the
Third World, and the evolving global environment.
The Commission will also make suggestions for reformulating and up-
dating, wherever necessary, the patterns and strategies of growth to achieve
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the goals of selt-refiunce, development end equity. In doing so it will take into
account both the immense promise und potential offered by modern science
and technology und the current human and other resource realities. In all its
work the Commission will pay special attention lo issues relating lo poverty
and hunger, the satisfaction of basic human needs, human resource develop-
ment and industriulizution of the Third World.

2. Analysis of the global environment

The Commission will analyse and comment on the evolving global environ-
ment as this is infi. cnced by political, economic and technological vhanges in
the North; it will assess the implications of this evolution for the South and
for the planning of development in the South.

It will study: the nature of the evolving interdependence of the world;
the impact and effects of the transnationalization process; the Interrelation-
ship between development and issues relating to world peace and security;
the state of the biosphere, with the challenges this poses to humankind and
the management of the global commons. On the basis of these studies the
Commission will muke sppropriete proposals for the equitable management
of global interdependence and the building of a new world order.

3. South-South co-operation for collective self-reliance

The Commission will carefully assess the role of South-South cooperation in
widening the options for development strategies. It will analyse the experi-
ence acquired by current and past efforts to achieve such cooperation at every
level. It will drew upon this experience to identify weaknesses and obsiacles to
South-South cooperation, and propose measures that will help to overcome
them and to promote a fuller use of the existing potential for collective self-
reliance in the South. The Commission will thus seek to foster various modes
of South-South coopcrotion (sub-regional, regional, interregional and glo-
bal) as an essential support to processesofself-reliant national development.

The Commission will examine the need for and the value of a8 permanent,
institutionulized support mechanism for South-South cooperation, It will
thus consider whether there is need for a Third World secretariat and a forum
at ti.2 global level which, inter alia, would promote greater knowledge of the
South by the South, serve us a focus for continuing interaction and mutual
consultations among developing countries, carry out research and support
their negotiations with the North, and act as a focal point for the exchange of
information relevant to development.

4. South-North relations

The Commission will assess the state of South-horth relations, and analyse
their post-war evelution. On the basis of this ass2ssmant, and its analysis of
the present und probable future global environment, and the imperatives of
development. the Commission will cxemine: the current position of the
South in relation lo the North, and see how the voi¢e of the South car, be
strengthened, und its role enhanced in the search for and implementation of
greater equily in & new world order.

The Commission will seek to rethink, to update and, where necessary, to
relbormulatc the intellectual foundations, the strategy and tactics, and the
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The Commission and Its Work

inslilutionul structures ofthc South in its deualings with the North. The Com-
mission will highlight the close linkuges that exist between the international
arrangements for money, finance and trade and their impact on the pace of
development in the world economy in general and in the South in particular,
It will pay special attention to issues related to a reform of international arran-
gomcnts for trade, scionco und technology, money and finance, and intellec-
tual property; the management of transnutional actors und processes; the
global commons und the human cnvironment; and the future of multilateral-
ism and reform of the United Nations system.

Meetings of the Commission

The Commission held ten plenary meetings:
First meeting, Mont-Pelerin, Switzerland, 2-S October 1987
Second meeting, Kuala Lumpur, Malaysia, -3 March 1988
Third meeting, Cocoyoc, Mexico, 5-8 August, 1988
Fourth meeting, Kuwait, 10-12 December 1988
Fifth meeting, Maputo, Mozambique, 27-30 May 1989
Sixth meeting, New Delhi, India, | 1-14 November 1989
Seventh meeting, Nicosia, Cyprus, 4-8 May 1990
Eighth meeting, Havana, Cuba, 30-31 July 1990
Ninth meeting, Caracas, Venezuela, 2-3 August 1990
Tenth meeting, Arusha, Tanzania, 6-8 October 1990

Working Groups

The Commission set up working groups of Commissioners to deal in depth
with certain issues.

Debt. Geneva, 23-24 January 1988, with the participation Of Dragoslav Avra-
movic, Chandra Hardy and Carlos Massad.

Uruguay Round of GATT Negotiations. Geneva, | 1-12 June 1988, with the parti-
cipation of Rubens Ricupero, Hani Riad, Shrirang Shuklu, KG. Anthony Hill,
and See Chak Mun as negotiators of the Group of 77 in the Uruguay Round,
Commodities. Geneva, 28-29 July 1988, with the participation of Dragoslav
Avramovic. Kenneth Dadzie, Peter Lai, Alfred Maizels.

Sourh-South Co-operation. Kuwait, 22-24 October 1988, with the participation
of Roderick Rainford.

North-South Issues. London, 29-31 October 1988, with the participation of
G.K. Helleiner.

National Development Issuer. Geneva, 2-4 November 1988, with the participa-
tion of Philip Ndegwa and Marc Nerfin,

Science and Technology. Trieste, Italy. 24-25 November 1988, with the partici-
pation of Pablo Bifani and Mohamed H.A. Hassan.

North-South Issues. London, 2-3 March 1989.

South Secretariat. London, 4-5 March 1989.

Rule of the Business Sector. Buenos Aires, 8-10 March 1989.

Draft Report. Kuwait, 17-19 February 1990.
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Expert Groups

The Secretariat of the Commission convened several expert groups lo #ssist it
in its work.

What South? Nyon, Switzerlund, IS November 1987. Participants: Pablo
Bifanl, Marc Nerfin, Leelananda de Silva, Michael Zammit Cutajar.

The Reform of the UN System. Nyon, 16 May 1988. Partlclpants: Pablo Bifani,
Mahdi Elmandjra, Marc Nerfin, Michael Zammit Cutajar.

Uruguay Round of Trade Negotiations. Geneva, 24-26 May 1988. Partlclpants:
Winston Fritsch, Deepak Nayyar, Chakravarthi Raghavan.

The Future of the UN System. Asilah, Morocco, 15-16 August 1988. Partici-
pants: Abdellatif Benachenhou, Assia Alaoui Bensalah, Mahdl Elmandijra,
Marc Nerfin, together with Commissloners Ganranl Coroa and Layachi
Y aker.

Developmenf Strategies, Policies and Programmes. Geneva, 26-28 June 1989.
Participants: Sukhamoy Chekravarty (Chairman), Abdellatif Benachenhou,
Dharam QGhai, Nurul Islam, Elizabeth Jelin, Joseph Ki-Zerbo, Eddle Lee,
Enrlque Oteiza, Surendta Patel, Vishnu Persaud, Kamal Salih, Ajit Singh,
Osvaldo Sunkel.

South-South Cooperation. Geneva, 3-S July 1989. Participants: Philip Ndegwa
(Chairman), Dragoslav Avramovic, Chen Qida, Norman Girvan, Reginald
Green, Mnhbub ul Hag, Khair El-Din Hasoeb, Abdul Jatloh, Wiison Kinyua,
Peter Lai, Thandika Mkandawlre, Jorge Nef, Surendra Patel, Alicia Puyana.
North-South Relations. Geneva, 11-13 July 1989. Participants: ‘Germanico
Salgado (Chairman), Samir Amin, Chon Qida, Stuart Holland, Pedro Malan,
Stephen Marris, Carlos Massad, Percy Mistry, Jorge Nef, Surondra Patel,
H.M.A. Onitiri, Arjun K. Sengupta, Anton Vratusa,

Development Indicators. Caracas, Venezuela, 3 1 July = 3 August 1989. Partici-
pants: Victor Anderson, Gabriel Bidegain, Frank Bracho, Eduardo Bustolo,
Meghnad Desai, Antonio Fernandez, Dharam Ghai, Hazel Hondorson,
Manfred Max-Neef, Nancy Angulo de Rodriguez, Sixto K. Roxas, Pedro
Sainz, Gustavo Salas, Landing Savane, Luis Thais.

The Future of the UN System. Geneva, 10-12 January 1990. Participants: Diogo
Cordovez, Ismat Kittani, Marc Nerfin, Graf Alexander York.




