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SUNMARY AND. CONTENTS

This commun1cat1on conta1ns the Comm1ss1on s proposals to the

Counch for ‘an overaLL strategy for the forthcom1ng rounds of the

North South negot1at1ons. o

It is in three parts : R o f‘. ’," _
.. RN ’ N T .:. ] " . _ .y

A

.- part one, "The scaLe of the cr1s1s and North South reLat1ons“, concen-
trates on some important. aspects of the current crisis in the worLd '
'economy, 1t be1ng the Comm1ss1on S v1ew that Europe must ‘act on- the
pattern of developments 1f jt is to come out of the present s1tuat1on‘

w1thout Loss of sol1dar1ty, 1nfluence or L1v1ng standards,

~

-‘part two 1s concerned w1th the spec1f1c respons1b1l1t1es,of “the

"Commun1ty as weLL as Its- obJect1ves in the North South d1aLogue,

]
<

-‘part three suggests a Commun1ty platform for the Nbrth South negot1at1ons

“and puts proposaLs on : R

.' .

. ‘energy’ . e \ .
o f1nanc1al aspects of North South reLat1ons S A s

-~

,'trade poL1cy,.1ndustr1aL restructur1ng and ad;ustments of trade K

.vcommod1t1es. R SR N S 'f.: )
s Each of these topics, here dealt with -as part of the'broad outline,

will be covered in -a work1ng paper 1in support of the conclus1ons of this .

’ :commum cat1on.
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INTRODUCTION

~
)

The ser1ousness of the crisis fac1ng the 1ndustr1alwzed countr1esf‘
'and the scale of the economic and f1nanc1al d1ff1cult1es besett1ng most Third
_World countr1es, in some cases putt1ng the1r stability at r1sk, call, over :
and above domest1c recovery and ad;ustment 1mperat1ves,,for the work1ng out:
of 1nternatwonally coord1nated ‘solutions to the most urgent problems such
as energy, . f1nance, and food Suppl1es. The close Links of 1nterdependence
’between 1ndustr1alwzed and develop1ng countr1es mean that the North South
- d1alogue, wh1le not 1n 1tself the whole answer,;must play a part in such ’

~

, collectwve endeavour.

~.

' Despite.eartter failures;fseveral'attempts will be made in 1981 to
i» Open a‘"global” North- South dialogue.. As well as the planned North South -
Summ1t 1n Mecho and the launch1ng of the UN- Global Negot1at1ons, there w1ll3
“be’ the sectoral talks go1ng on in GATT, UNCTAD. and the Bretton Woods insti-
tut1ons plus b1lateral d1scuss1ons w1th d1fferent categor1es or reg1onal

groups of develop1ng countr1es.
It 1s the v1ew of the Comm1ss1on that the Commun1ty ought to lay

down forthw1th the pol1cy gu1del1nes wh1ch will govern its stand in the renewed

dialogue. o ‘ ‘ '

. v o
- - ° !

"~ The urgencv and scale of the problems directlyhaffecting the Communitv's
jnterests make it incumbent on us to push our own ideas in the various-forums
uhere different aspeets of'North ~South relations'are to be dealt'with in the
comnng months - the meetwngs of the IMF Inter1m Comm1ttee and the Development
Comm1ttee in May, the Na1rob1 Conference on new and renewable energy sources

in August and the Par? S Conference on the least-developed countr1es in, September,‘

- to take some examples. < ‘ -

v - - o . . .
' - The Commass1on cons1ders that 1n the d1alogue, the Commun1ty should
take the 7n1t1at1ve with proposals in the mutual 1nterests of: developed and
1ndustr1al1zed countr1es, 1nclud1ng 1ts own. Th1s approach is dwctated by the
role of North South relations -in the crisis and 1ts assessment of the cOmmun1ty s'

-y

‘place in that cr1s1s, and p0351ble solut1ons.-



I. THE SCALE OF THE GRISLS AND NORTH-SQUTH RELATIONS

. : »
At -the time of the first attempts to set up the North-South
dialogue (the CIEC) the nature and scope of the crisis were gsneraLLy'
underestimated. The accepted wisdom was that the world economy was in
the grip of a cyclical downturn‘essentiaLLy internal to the industria-
- Lized countries - with monetary problems, a sLackeninQ of growth in the“
wake of overheating . in the 1969-1974 period, inflation = complicated by
“the effect of the staggéring,rise.in the relative cost of oil, a rise at-

'

worst regarded as -final, and even then perhaps excessive.

, BasicéLLy, therefore, the industrialized countries Looked for
-a solution jin domestic policies tto fight inflation or reduce debendence
on imported energy)‘&r closer ‘coordination anongst themselves (to deal
with monetary problems and -trade negot1at1ons) AL%Hdhgh the importance
~of action in all areas of North—South reLat1ons was clearly affirmed, the
potent1aL contr1but1on of such action to resoLv1ng the problems. affect1ng )
the 1ndustr1aL1zed economies was onLy d1mLy perceived and the, negot1at1ng
and 1mptement1ng dwff1cuLt1es were such that in the end the only area in

wh1ch a consensus emerged was that of a1d for the poorest of countr1es.

_ The last five years have shown us that the scope of the probLeh
was wider, and the necessary solutions more difficult to apply, than was

realized then. s

There are a numbe;Jof‘sompLex forces at wbrk ip the presenf crisis,
which have produced not onLy underempLoyment, inflation and instability but
aLso structural changes and' sh1fts in the balance of power and weaLth

Against this background the Commission wishes to lay particular
stress on three impontant“aspebts.pflthé crisis, because they are closely’
bodnd up with North—South'reLations and because Tn‘its view,'Europe-must
také a hand in: the deveLopment of those retat1ons if it 15 to come through

with its cohesion, 1nfLuence and Living standards intact.
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1o The flrst of these aspects, chronologlcally speaklng, and’

probably the most 1mportant is the restructurlng of productlon‘
patterns - worldwide. First and foremost .this is the result

of competltltlon between the three 1ndustr1a11zed blocs = USA, Burope

and Japan - forclng them to try'and boost their oompetltlveness and
acqulre mastery over growxng markets and 1ndustry assoo;atea w1th techw
’nologlcal breakthroughso

To add 'ho this 'threemda.y compe ition has come ‘hhe emergence from
among the rdnks of the develeping countrles of the “nlcs" \newly 1ndu8n
trializing countrles) which have become,lnternatlgnally competltlva in -
many fiéldé'and‘ﬁave takénla growing share of worlﬁApr?@u§tion and trade.

The arrlval of/the ;hlrd world in an arena of 1nternat10na1 compe»
'.nltlon previously reserved for the 1ndustr1allzed ceuntrles is onlgfona»

aspect of- the growzng part played by daveloplng couneres ‘in the werld
’ economyo The rise in energy prlces@ t:ltlng the warld balance of. compam
' ratlve advantageg changes in fhe cost of product1on factori, the growwng
1mportance of th1rd world warketsp all render the internaticnal econony .

1ncreas1ngty sen51t1ve to trends affect1rg the deveL0p1na COUHtPTESa'

Thﬁse newcomers ars’ enter;ng the f;elm of 1ndustr1a1 and ﬁrade
cbmpét1t1on agalnat the back vraund of 2 tradlng syétem which deap&te al‘

countermpreasurea is -tlll an opeu meo

‘

Such freedsm must remaln the norm ;§ it ié the oniy‘way’teﬁénologj'
'can spread and TOngaterm grow%h be assured in both developﬁng and alreadyw
 ~1nd4str1al1 zed uountrless Thﬂs Wlll require industrialized and. devaloplng.
"countries allka o pursue adgustment for, in all pFOb“b1L1tyf some
time To come, i The perq&stance of tha prob ems we arse SLfiarlng
today is due o ’he f&ut that effor+s to adjust have fallen short of shat

ig requlred in the 1ntarsstg of free tradeo



4o=

Although they are not the largest issues in the restructuring
and ad justment which w111 be needed there are: two aspects of tne pro=

blem which particularly relate to North«South relations.

(a) The relative competitiveness of the United States, Japan and -
Europe depends largely on the speed with which these maacr 1ndustr1al
powers can adgust their productlon qtruotures in response to the

arrival of the nies, ‘and boost the overall productivity of their
‘econumies by both abandonwng unpr0f1table secfors and bringing down

1

the cosi of their- <1mported) inputs and consumer goods;

(b) it also depends on their ability to increase their shareé of third world

' markets (for capital- _goods. and technology in partlcular)e In the compa-
tition- between the industrialized countries, theuth1rd world and Eastern-
‘bloc markets (and_hence, of course, the seal’ of financial support for their .

: ekpansibn) could, moreover, be of strategic importéﬁce.“ This‘importance is
‘énhahced by the fact that the big industriaL .powers, faced by sLuggish
growth at home, will be forced to dwvert their main thrust to conquer1ng

other markets.

2e .' " A setond dimension of the crisis is the a appearance (or sudden awa~

reness) of specific scarcities whlch tend to change relative prioces, increase

the pressure for structural adaustment " and transfer wealth and power towards .

those controlllng the supply of such scarce resources, Here again we séé the
" importance of North~South relatlons in any act1on to m1t1gate some- of these

constraints.. '/ ‘ ‘

Natﬁrallyfenergyhéadstheijsthere:'fﬁerepeatedi- insome.éases .

abrupt - oil.- price rises are the most visiﬁlelsymptoms of the crisis,‘so-

mch 50 that they have sometimes been seen as its root causes

In the relatively near future the most serious consiraint on how
things develop could be foode The emergence of this factor is reflected in
jhe widening gap observed in recent years between the rate at which 6utput

is being increased, at rising cost, by the major traditional grain exﬁorters



and the. faster growth of worLdldeMand for dimports, par?icuLa?ty from the
A Eastern bloc .¢including Ch1na) and the deveLop1ng countrwes. The Commun1ty
. cannot turn a bL1nd eye: to this- trend when its. own common poL1c1es couLd

'heLp br1ng ‘about a return to a baLance in the worLd food s1tuat1on.

—

3, . There is_a further, geopoL1t1caL dwmens1on to the crisisa - Now

the econom1c cr1s1s is, compounded by a aeter1orat1on 1n the cL1mate of :ast-‘
West detente and ser1ous threat; to the. stab1L1ty of the Commun1ty s e

med1ate poL1t1caL env1ronment and 1ts sources of essentwal suppL1es.

Ma1nta1n1ng stab1L1ty in - 1ts nP1ghbour1ng reg10ns is therefore a.
pr1me ob3ect1ve -for Europe, ‘and partwcuLarLy h1ghL1ghts the 1mportance of
carryzng on the work aLready 1n1t1ated by the Commun1ty - add1ng fLesh to -
the Euro~Arab D1aLogue, for exampLe, cont1nu1ng and’ strengther1ng the Lome
pol1cy and deveLop1ng relations w1th the nonﬂassoc1ated countr1es.
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TT. TEE COMMUNITY AND THE NCRTH-SOUTH DIALOCUE

The preceding chapuez hxghllnh ed various- aspecus of ; erigis
whxch is characterized at political level by a helphtenlng of lnseourltjg
increasing and widening areas 'of conflict and, on the economxu level, by
tougher'competitioh, incfeasingly u@pradictable behaviour on the part of
the'different parties, and'a,chaﬁgé in. the fundamental varigbles of ecom
nomic aotivity (upsurge ipfpfategtionismg exchange rate fluctuations, '
inflation,_increaséd,intérest rates, the prices of oil and food, 2tfes)e
‘In ihe light of such abrupt changes, the developing countries cannot be

- ‘expected to cope on:fheir own with the security and welfare requirements
of their people. This hope Hés‘éL ready faded for those deveLop1ng coun= -

“ fries which; evén during the . deraues of relative stablllty, . remained
on the sidéliﬁes'of world growth and development ; nor is immnity guaran-— -
teed for countries sush as the"nics" or the oil producers,which now have '
extra assets since fﬁll explditaxion of their relatively advantageous. bosin
tlon presupposes a mxnlmum of order amd economic security if they are to )

secure the markets, finance &nd technology which they seeko

Th; Commmity, despite the strength it derives from its big popula~
tion and its technologlcal and industrial fdbrlo, w111 likewiss have to forge
a determined policy in order. to ride out the CrISlG and thereby maintain its
cohesion, ‘the 11v1ng‘standards and quality of llfe of its citizens, techno—
logical parity with its main coﬁpetitors, control over the vital sectors.
of its economy,and'a satisfactory share of foreign markets. |

Essential as they are, it is not necessary to enﬁmeraxe here ali

the measures required of the Commanity internally,

However, the Communlty and its Mémbeér States do not form.a largely

setf=sufficient. ent1ty. The1r 1nternaL poL1c1es cannot’ be framed without a

. clear v1s1on of the way 1t would.like to see, the worLd economy- develop, of .
. the pos1t1on it intends to occupy in that economy, andJof 1ts externaL poL1cy

objectives.
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Now greater 1nterdependence may -mean greater insecurity unLess

. the . behav1our of poL1t1c1ans and economic operators becomes more pred1ctabLe
at the same’ t1me. Econom1c 1nterdependence must be accompan1ed by 2
strengthen1ng of the ruLe of Law, contracts and codes of conduct

. of the 1ndustr1avaed countr1es, Europe is probabLy the one with
'the b1ggest 1mmed1ate economwc 1nterest in reduct1on of contstra1nts caused'
-be scarcities and of unstabLe modes of behav1our. _ ,L”f; ' g
In the Un1ted States the new Adm1n1strat1on wouLd appear to- be _
giving pr1or1ty to restor1ng econom1c balances and to b1LateraL aid rather

than to strengthenwng the effect1veness of the muLt1LateraL ‘system and

'worLd reguLatory bod1es such as the IMF and the WOrLd Bank
~Europeﬂmust therefore, 1f need be W1th the help of other 1ndus-
tr1aL1zed countr1es (Scandwnav1a, Canada) wh1ch share the same problems- with
the same root causes, 1dent1fy those areas where all the 1ndustr1al1zed
ffcountr1es have a c0mmon 1nterest and where Jo1nt or coord1nated act1on is
. requ1red. It must emphas1ze to 1ts partners, part1cuLarLy the United States”
and . Japan, the Lwnk between, on the one. hand the economic- and poL1t1caL A
secur1ty of Europe, and by extension of the whoLe ofthe Western worLd, and,’
on the other hand, the: re-establ1shment of 1nternat1onaL econom1c reLat1ons l

offer1ng suff1c1entLy attract1ve prospects to 1ts deveLop1ng partners.

! ' The preced1ng chapter anaLysed those’ areas where joint act1on

might be. poss1bLe and mutuaLly prof1tabLe. One such area w0uld be efforts
to reduce worLd resource constra1nts, whether of energy or food. Even if.

some countr1es are more self-suff1c1ent than others, ‘all. wouLd be aftected
by\the threat of 1nstab1t1ty foLLow1ng any future shortages. It is equaLLy

essent1aL to strengthen the muLt1LateraL 1nst1tut1ons wh1ch, even though



in need of change as regards their funct1ons and operation, are the onLy
regulatory instruments capable of L1m1t1ng the insecurity and arb1trary

~
behaviour prevalent 1n_1nternat10naL reLat1ons.

To this end the Commun1ty must seek to persuade its partners
“to estabL1sh with the deveLop1ng countr1es relat1ons in wh1ch negotiatien
'.and contractuaL arrangements graduaLLy become the norm.

The'community,nin the various regional agreements it has con=- . -
cluded with developing countries (Lomé, Mediterranean agreements, ASEAN),
has oroyided the example. ﬂEJen though such contrectuaL reLations form
.part of the North-South dialogue and.at present,are in fact the most
effeotive part, .their durabiLity and. development would be: endehgered in
" the absence of tangible- progress on a gtobal framework for reLat1ons
between North and’ South. ' '

Speciftc action by the Community mhere its interests so0 demand,
joint action'by'the'industriaLized countries and other groups.of codntries‘;

in response to spec1f1c probLems (e g. concerning energy or agr1culture)
muLt1LateraL act1on to 1mprove the operation of the ex1st1ng 1nst1tut1onal‘
system, ensure that ex1st1ng ruLes and agreements ‘are observed and, where
such do - not ex1st, to elicit and gain recogn1t1onufor certa1n pr1ne1ples
~and -standards of behaviour .- these are the various issues that should prompt
action end negotiations in the North-South dialogue. - .

Commun1ty action in the North South d1aLogue must therefore stem
from coherent pr1nc1ples wh1ch allow it to assert 1ts own 1nterests and

to-ratly the max1mum 1nternat1onat consensus.

i

The generaL ob;ect1ve of the Community action must be to seek

!

Ways '’ of strengthenwng the security of: 1ts 1nternat1onaL env1ronment and
increase the predwctab1t1ty of behev1our in the major fields of North-
South economic relations: energy, financing, trade, commodities and food.



This objective can;be attainedkonty.if the‘internationat system enc0urages
all parties concerned effectivety,to assume ‘their responsibilities. -’ L

The foLLow1ng gu1deL1nes of a more spec1f1c nature shouLd be ‘;:

added to th1s obJect1ve of secur1ty and pred1ctab1L1ty

i. the scarc1ty constra1nts that weigh heav1Ly on the worLd economy
'shouLd be" eased, part1cuLarLy those reLat1ng to energy “and food L
_i{.‘deveLopment f1nanc1ng shouLd be 1mproved in such a way as LO prevent
' a worsen1ng of the econom1c s1tuat1on of the deveLop1ng countr1es,
“and, as a consequence, to improve econom1c act1v1ty in, the 1ndustr1aL1zed

4

,countrTes, I &

A‘iﬁi, poL1c1es shouLd be adOpted which. would enable the Commun1ty to pursue
1ts efforts to restructure its manufactur1ng base while ensur1ng ‘

"greater access for. deveLop1ng country products and hence make the

‘ Commun1ty better able to withstand compet1t1on from the maJor 1n- ;

1

dustr1aL1zed countr1es, .”.b S ’ o L

~Each, of the main gu1deL1nes and the proposaLs for act1on wh1ch
they conta1n “are sketched out br1efly below and will be substant1ated and
expla1ned 1n greater deta1L 1n the work1ng ‘papers that are to foLlow up

this commun1cataon.'
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III. COMMUNITY PLATFORM FOR THE NORTH-SOUTH NEGOTTATIONS (1)

' The proposals which. the Commission woﬁld‘liké to see presented
“by. the Communzty 1n the North~South dlalogue concern the follow1ng )
fields : . '

~ energy ;
~ financial aspects of North—Scuth relations

‘= food )

- trade pollcy, 1ndustr1al restruoturlng and adJustmenta to trade

commodztles.

(1) A speciflo paper will be issued on each of these subaeots to
illustrate the conclusions presented here,



1.1. The energy constraint - -
R . The cond1t1ons for Long—term growth of the- worLd economy
‘ were rad1caLLy changed 1n the early sevent1es, when it became clear  °  _
that worLd energy consumption was r1s1ng at a faster rate than the '

d1scovery of new foss1L energy reserves abLe to be expLo1ted at

- reasonabte cost.

. At that point countr1es with such reserves real1zed that

:they couLd boost their total . revenue from them by slow1ng the rate
of product1on, since to sat1sfy grow1ng energy needs 1t would be

' 1ncreas1ngLy necessary to turn to primary products w1th hwgher totaL

4ut1L1zat1on coSts.

- For aLL fueLs 1ncLud1ng o1L, the scope for pr1ce max1m1zat1on
_ based on sLower deplet1on depends f1rstly on how, eas1Ly a part1cuLar
4 commod1ty can. be repLaced 1n 1ts var1ous uses (whether as-a fuel or
";otherw1se) and how fast - aggregate worLd demand expands, and secondty

on ‘the spec1f1cdemand for that part1cuLar commod1ty.

~ . -

4 -~

Aside from these Long—term cons1derat1ons, both short=term..
ﬂrevenue constra1nts and the des1rab1L1ty of’ press1ng ahead with
1nvestments wh1ch Look L1keLy to y1eld better Long—term returns than

managed commod1ty reserves aLso 1nev1tabLy enter into the caLcuLat1ons.

o Jdn addwtton, fuet-export1ng countr1es are com1ng more - and more\
to reaL1ze that although coLLectwveLy their controL of the supply. tap
enabLes them to push up prices. cons1derabty 1n the short and med1bm
term, they thereby force the rest of the world to curb demand and .
seek aLternat1ve energy sources, ‘to the extent that the overall world
growth rate, and even more. the LeveL of demand for fuel commod1t1es, o
1s.d1mnnjshedc EventuaLLy th1s would tend to hold back the exporttng
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countries™ current revenue and make the return on their productive

dnvestments elsevwhere more problematic.

~In the-face of‘thﬁs fundamentatty altered Fossil fuel supply
sTtuation, the .consumer countries ‘have no cho1ce‘but to cut demand as
‘best they can and make more use of energy sources prevwousLy regarded
as unecenomnc tother fossil fue@ reserves, nuclear energy or renewable

energy sburme&),‘

Wh1Le some energy sav1ng can be achieved by a measure of
-d1sc1pL1ne (emg, Lower central heating Lempenatures and speed Llimits),
other econ0m1esm and conversion to new energy sources, requ1ne

considerable 1nvestments~ : ) ' IR

- At 2 time of'staghatﬁng:overaly'demand and high interest rates
the moment when these4invesfmemts will start to pay off in total cnei
" savings has»reneﬁed farther into the future, and many firﬁs lack either
the revenue pr the‘cap1taL to invest at the moment even where Long—terml

gains are already 1m prospecta

Some businesses may be reLuctant to invest because a strong
recovery in world growth, and the consequences it would entail “for

'energy~demand, still appear. a long way~off,.

Others are doubtless assumﬂng.that the rest of the world wﬁLL
1nvest ‘heavi ly. enough in energy saving or substitution to prevent fuel
pr1ces reaching a LeveL “that . weuLd make it worth while for them to_carry

out what weutd-hasn;aLLy be energymoraented investments as well.’

, G%ven~fhe various constraints and attithdeS'we'have’described
any even fairly v1gonpus recoveny in the world econmmy would be extremeLy

L1keLy to run up against further stra1n on the energy market.
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“couLd otherw1se earn Larger short and- med1um-term,revenues.

13.-

They may aLso Lead to. consumpt1on of somé. fueLs, e.g. o1L

.rema1n1ng h1gher than -the Level wh1ch the Long—term irterests of both

_users and producers wouLd d1ctate._ L S

i - .
‘. o e,

Th1s overconsumpt1on of certain fueLs 1s aLso aga1nst the

\1nterests of countr1es w1th reserves of other energy commod1t1es, who

i

-, -
P

In anyth1ng other than the short run the 1nterests of all’

countr1es w1th energy: reserves “and all’ energy users are therefore cLose-

"Ly 1ntertw1ned ‘1t is in all. the1r 1nterests to see that as many enter-

prises as poss1bLe neguLate, and are enabLed to. reguLate, the1r att1tudes

and act1ons in accordance with an opt1maL assessment of Long term

: ex1genc1es. o 5'»." S SR o

- P K Co - \ - L . ~ " oy,

Guidelines for the”North4$outh negot{ations ,'2

ALL 1nterested part1es w1LL have to be prepared to cooperate

fdur1ng the trans1t1on from the current shaky equ1L1br1um to a less = -?"j5

_o1L based, more - resource-consc1ous wortd economy, to -help fwnance o {

enérgy. deveLopment 1n the deveLop1ng countrwes and - ensure an orderLy

- trend of oil suppLy and ‘demand’ and hence oil pruces, w1thout wh1ch aLL

efforts are\L1keLy to fa1L . S -

S If the attempt to deveLop energy suppL1es 1n the develop1ng

countrxes is. in the general 1nterest, ‘then. the burden ;of effort shouLd

"be shared among o1L export1ng and 1ndustr1aL1zed countr1es, however the_'-

'share-out of - contr1but1ons and respons1b1t1t1es may be organuzed 1n deta1L.

. . -'|‘ - - R
The 1ndustr1at1zed countr1es have now- woken up to the fact that

N

‘OPEC L1nks the product1on 1ssue to that. of its f1nanc1aL assets, and

shouLd have regard to th1s concern for. some form of. protect1on of certawn

asset values. Quite: apart from the quest1on of o1L suppL1es,-1t is 1n the
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common interests of industrialized and oil-producing countries both to
seek soLut1ons to the various financial probLems ‘posed by substantial.

surpLuses.'

ALso the cooperat1on be1ng sought frem the oil~ exporters as a
‘whole wouLd not make sense for certain countries wh1ch today have almost
excLus1veLy oil—-based econom1es unLess it was backed by an international’
~effort to help them broaden their economic base. This“eséentiaLLy means
access to ;echnoLogy and .markets and eVen to deveLopment fﬁnan;e'for some ~
,eiL-equrting countries which }un a net deficit in %nternationaL trade.

o

Cuts in energy demand should be spread equ1tably among the major

consumer‘s -

- Because of the compiex and genuinely dif*icuLt nature of coordi- \4
nation on such gquestions,. the Community should keep an open m1nd on the.

poss1bLe 1nst1tut1onaL approaches, T N

~

1

Some of the probLemS (suppLy contracts, how to safeguard assets,
Market-aceess, transfer of technology) are a matter fqr restricted hego—
tiationé in detail, whieh would. gain %rom being set in a multilateral
'frameﬁerk, But at the moment there is no. world forum or . - ahy set of basic
principles on energy approved by all or even a majority of countries. So

far the UN Global Negotiations.offer the only practical prospect of creating

such & framework.

- It therefore seems important for the Community to secure acknowledge=-
‘ment there for certain prihcipLes'and'ruies of conduct. These will include '
-the need.: ‘ ' ' '

4

~

i - To organ1ze at 1nternat1onaL LeveL a Jo1nt study by producers and consumer55
of the energy s1tuat1on ‘and prospects for the trend of suppty and demand.
Ongoing coord1nat1on could be established to allow the exchenge of 1nform—-

~ation on energy development and foster technical cooperation between ind=

‘ustrialized and developing countries;
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s

=.to estabL1sh and ma1nta1n a baLance betueen energy suppLy and demand

'compat1bLe with the growth requ1rements of the worLd economy, by a>
Jo1nt attempt to ach1eve rat1onaL use and’ deveLOpment of all renewable-
or_ nonmrenewabte energy resource An, energy aff1L1ate of the worLd
Bank endomed w1th its own cap1tat and . appropr1ate methods of management,’~
and with a d1str1but1on of powers refLect1ng the’ respons1b1t1t1es
accepted, would undoubtedLy be the nost effect1ve way of comb1n1ng the
efforts of 1ndustr1al and o1L-produc1ng countr1es to deveLop the energy

'resources of the deveLop1ng countr1es,

N A s . - - . .
~‘by such means to ensure. greater secur1ty of suppt1es to energy—def1c1t -
countr1es - part1cularly the develop1ng countr1es - and a ‘more orderLy

‘trend of energy pr1ces,

-

‘J The new ground to be covered by . negot1at1ons on d1fferent
"aspects of the energy quest1on ‘and the- con;wderabte obstacLes 4in the way
of the emergence of common soLut1ons will make the progress of such
negotjatlons thh1n off1cvaL forcms part1cuLarLy d1f jcult. To ensure'
the best‘chance-of sucee s, therefore, the formal taLks should be preceded:.
by. meet1ngs and 1nformaL contacts to br1ng the p01nts of view of the. ma1n
part1e° 1nvotved cLoser together. The Commun1ty should be part1cuLarLy
,: active 5n contacts- of th1s k1nd. It can do thxs effecttvety ahd w1th
1author1ty 9nty on the bas1s of common pos1t1ons on the main topucs of

discussion.



2. The f1nanc1at agpects of Nerth- South reLgﬂ;ﬁgﬂ

2.%. Funanc1ng def7c1t° and growtn in the hon—o1L developing countries

- During the eightieS'the developing countries* demand fbr external
finance, though it will depend on the trend'of the internattonat economy,
will in any case be enormous: to their ”normat” iﬁveStment reguirements
will be added those oacas1oned by the need to adjust to the'hew energy
51tuat1on. ‘ |

Reduc1ng f1nanc1aL probtems by cutt1ng the LeveL of effect1ve
*demand and thus of growth is not feasible for the developing countrves

as .a whole, though it may be poss1bte for a few of them. Consider:

i, As the OPEC surpLus nust be reftected in deticits eLsewhere, no

' attempt on the part of develop%ng countries to adjust by cuttihg-
‘demand‘ceuLd really suecéed in reducing their deficits unless the
1ndustr1aL1zed countrwes were w1LL1ng to shouLder a Larger part of
the 01L deficit themseLves. But if everyone rushes to appLy de-

fLat1onary remed1es, ‘the econom1c s1tuat1on will s1mpLy get worse.

ii. The consequent s}owdownﬁid the developing countries' growthvﬁouLd not ~
ohly have intolerable economic and social consequences, it would delay
the structural adjustments made necessary by, inter.atia, the new
ehergy situation. Such a slowdown would aLso have ser1ous repercuss1ons
on the. 1ndustr1aL1zed econom1es. 1;< o

To avoid this sort of situation, therefore, the deveLoping'\
countries must be prov1ded w1th the right amount and type of f1nance,
which must be eff1c1entty deployed to foster ‘both deveLopment and the,
necessary structural adjustment process.

at ‘ N
- The banking-system must continue to play a major part in recycling,
but it.is questionable whether 1t will be able to step up its act1v1t1es fast

'enaugh to cope with the needs created by the second 01L cr1s1s. - Anyway, the

- ~
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‘:banks' terms w1LL continue to put this source of funds beyond the reach of
“the poorer. develop1ng countr1es and at the same t1me couLd add to the '
_probLems of: 1ndebtedness for the others, ' Nor 1s it the job of the banks
>to direct: funds to those 1nvestments wh1Lh w1LL allow_the necessary

e

: structural adJustments to be carr1ed out.

In these c1rcumstances, off1c1aL 1nternat1onat 1n1t1at1ves are.
‘needed to support and suppLement pr1vate—sector recycL1ng.i In parttcutar,
Jt is necessary' o s o - o

i

~(a) f1rst, to see that the fLow of credwt from the banks does not dry up,
while at the same time try1ng to channeL it towards pr1or1ty pro;ects :
(greater emphas1s on cof1nanc1ng with the wOrLd Bank, reg1onaL banks
or the Community and on Jo1nt f1nanc1ng operat1ons ‘Wwith the’ IMF,

sett1ng up of a- mutuaL ass1stance safety net between banks w1th or’

lethOUL back1ng from public funds) - L ; .
: (b) second to encourage other forms of resource transfer using market

mechan1sms (in part1cu|ar the 1ssu1ng of bonds and d1rect 1nvestments)

'(é)*thjrd} to imorove of,fficia_L'financing'ma'chineryo A ' L

tﬁ - As regards (c), what is needed 1s to 1mprove ODA1 “whdch mustr
be substant1aLLy 1ncreased towards the, O % target, not only o cooe‘with
the needs of the poorest deveLop1ng countr1es (wh1ch further 1nvoLves a
‘d1str1but1on problem) but aLso to aLLow the bulk of the other measures
advocated above to be put 1nto effect ODA methods and terms must also
be more cLoseLy ta1Lored to the needs of the rec1p1ents. The same appL1es

~

g to public funds granted on’ non-concess1onary terms.

b

joffjciaL Development Assistance.

N L
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As rewards multﬁlateral flnanclng? there are cbvious r@asons -
the expezlence of the THF and IBRD im their dlfferent fields, and the
problems, delays and risk of overlap involved in sett ing up new machim-
nery = f§r7trying to get. the best out of tﬁe existing instﬁtutions

without fundamentally*changing then. This . can be done by 5

j. increasing their resourdes : an eighthquotarévisﬁon;borrewing,gqu~,
cating SDRs if necessary, some of which could be earmarked for the [MF toprovide
’StructufatadjustmentLbanswithinthéframeworkofitsfaciLTties;.puttingthe

Bank'sLatestcapita[ihcreaséinfbeffectanddoubtingitsgéaﬁingfa{io;

1. dlfferentxailng terms to sult the situation of different debtors, v1a
- interest rate sub51dy accountb, gome of which already have official
standing - the Bank’s third window or the account set up in conneotlon R

A with the IMF's Supplementary Flnanclng F30131ty

iii. changes in methods';-in determining conditionality end scheduling
programmes apd\maturitieé, the IMF shog;d take account of the long-
term, structural nature of current balahce of payment problems ; in “he
caseé of the Bank, there should be more programme lending, €ogo for struce
tural ‘adjustment : the propbrtion should bhe incfeased.above<the,10~%
limit set a few years agoo :

Giving flrst prlorlty to the exlstlng machlnery does not mean
ruling out a degree of institutional flexlblllty if this turns out to
be needed to cope’ w1th the whole ranga of the developing countrles'
flnanclal requlrements and give the OPEC countries' greaxer respon31b111ty

for the management of ‘the 1nternamlonal flnance systemo ‘

In this connect1on the establlshment of a World Bank energy

) aff1l1ate has a s1gn1f1cance going beyond the immediate obJect in view,
since 1t prov1des a chance for non~oil- developlng oountrles, OPEC ang
industrialized countries.to learn to work together and adapt\lnstltutlons

4in a limited context and for a specific purposes
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2. 2 Investwng oil surpLuses

' The o1L exportwng countr1es are .going to amass huge surpLuses over
‘the next few. years, and it. s up to the- 1nternat10naL commun1ty as a whote;J
but in particular the 1ndustr1at1zed countries on whose markets the fLow
of OPEC assets is Likely to concentrate, to mob1L1ze aLL ex1st1ng‘\
1nvestment poss1b1L1t1es and 1f necessary set up new arrangements, The
“aim should be to see that world 1nvoLuntary sav1ng, correspond1ng to o1L
revenues not used to purchase goods or serv1ces, 1s put- to product1ve
‘purposes, heLps f1nance def1c1t countr1es, whether develop1ng or
1ndustr1at1zed, and does not threaten the stab1t1ty of the bank1ng systen
‘or nat1onat macroeconom1c poL1c1es by sudden movements of funds or the
excess1ve creat1on of. L1qu1d1ty. A" further ‘aim shouLd be as far as
poss1bLe to take account of the. o1L surpLus countr1es ftnanc1at behav1our
and: to increase or strengthen the1r L1nks of 1nterdependence w1th the '

_1ndustr1aivzed countrwes to g1ve OPEC a stronger 1nterest 1n a smoothty

funct1on1ng worLd economy. .

It 1s 1mportant to stress that any new approaches worked out in

_'th1s context shouLd not be conce1ved essent1aLLy as .a qu1d pro quo for OPEC
" eoncessions on o1L product1on or pr1c1ng, but should refLect the common E?““'
1nterest of both OPEC-and the 1ndustrtat1zed countries in f1nd1ng f1nanc1aL

soLut1ons to the f1nanc1aL probLems wh1ch are. go1ng to face them.
i . . ‘ "" h
_ WhtLe it does'not seem.,,adv1sabLe for th1s purpose to get 1nvolved
in dev1ces to safeguard the real vaLue of OPEC's f1nanc1aL assets, there ‘
‘are many poss1bLe measures wh1ch couLd both strengthen f1nanc1aL cooperat1on
between 1ndustr1aL1zed and OPEC surpLus countr1es and- at the same time -

-1mprove the stab1t1ty of the f1nanc1aL system..

R
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Within a framework of reciprocal obLigations;<f0r'ekample, it
would _be possible to Study ‘the value of:
. v . ’ - S A ,> ’ . B
- protettihg~OPEC capital against a possible freeze or confiscation;
- facilitating OPEC.qapjtaL_access to the industrialized countries' markets

through a most-favoured-nation clause.

In order to diversify OPEC investments and make them more secure
it.is also desirable to :
ﬁi)increase opportunities for OPEC investment in regional or inter-
national bodies; -~ ' . - IR '
, . , . N ‘ _
(ii9'make more use of bank issues and-.investments denominated in units of
- agcquht_(SDRs.or,ECUi;p _ ( L. o . . S
111) make use of_biLateraL«financiaL‘érrangements outside the market place;.
(iV)extendAcofinancing_operations with OPEC;‘
' PR N : .
(VDextend‘the.use of commodity bonds and convertible bonds;

v

(vi) examine the case for a non-subsidized international investment fund.
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Food and’ agriculture.
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The main scarc1tx,constra1nt at worLd LeveL - and the least

toLerabLe - is the shortage of food Such a s1tuat1on CalLs for

'v1gorous actxpn on the part of the governments concerned and the

‘‘‘‘‘‘

*1nternatwonaL commun1ty as a whoLe 1f we are to avo1d an even B

g\eater deter1orat1on that m1ght Lead to uncontroLLabLe deveLop*

“The following are features othherpresent‘situétidn:&
-

- the worLd's food resources are very uneventy d1str1buted Accord1ng to

the FAO, wh1Le the world produces enough food to cover its-global needs,

P

VN-‘there are: over 450 m1LL1on peopLe suffer1ng from matnutr1t1on in the-

th1rd worLd'

i
~ 4

- 1t is becom1ng 1ncreas1ngty d1ff1cuLt to adapt suppty to demand on the'l
. worLd cereals market, and on markets for other products of. 1mportance ‘
for: the th1rd worLd's food suppL1es, and th1s has resuLted in. a \
cons1derabte 1ncrease “in suppty costs for the countr1es w1th a shortfaLL=
More and more countries have been unabLe to meet “their own food : T, 1{
'requ1rements and their s1tuat1on has graduaLLy degenerated from one -
’of self- suff1c1ency (or even surpLus) to one of structuraL shortfaLL
The resutt 1s that demand from ‘the deveLop1ng countr1es on: 1nternat1onaL
markets is ‘on the 1ncrease (the voLume of the1r 1mports doubLed between '
the earty and late seventwes and 1s expected to doubLe aga1n in the
e1ght1es), and ‘so 1s demand from the USSR ' ‘ ’
The main exportwng countr1es - and there are not many of\them - nameLy
Argent1na, AustraL1a, Canada, the- EurOpeanCommun1tycountr1es and the Un1ted
States,facedw1thth1s1ncrease in worLd demand, can step up the?rsuppLyonLy
by 1ncurr1ng h1gher product1on costs s1nce 1ncreased output reguires Large -
quant1t1es of energy (1) and there are- 1ncreas1ngLy ser1ous d1ff1cuLt1es

in trade because of storage and transport probtems.

e e s e L

1 For-fertitizerpfplanthealth.prqducts,"mechanization, etc.



"'tory access to stable, reL1abLe sources of suppiy steps should be- taken to

v \

ALongside the effort required of all the exporting countries -to step
ub supply there should above all be an effort to increase output "in the
countr1es with: a food shortfall in order to ach1eve the long-term aim of
equilibrium on the world food markets. - In th1s respect it is incumbent

e_pr1nc1paLLy upon the Latter countraes to work out natwonaL food pLans or
st"ateg1es (pr1ce and credit poL1cwes, storage, transport, Land tenure,
deveLopment of- cooperat1ves and so éon) to foster food product1on, The
1nternat1ona£ commun1ty, in part1cular the EEC, must help them in th1s by

‘stating its readiness to:

'~‘prCVidejbacking‘fbr the draﬁing—up and implementation of such food plans
or strategﬁes; . ) : . T

- agree to allocate increasing qUéntities of financial aid to food end_
agricuLture-deveLdpment schemes and improve the ways and means of

granting ‘such aid;

- step up nat1onal, reg1onaL and 1nternat1onaL research act1v1t1es des1gned
' to 1ncrease food production and evolve cuLt1vat1on systems and methods

that are-Less dependent on imported energy.
. . I .

Until these measures start having an effect all shortfall courtries
Wwill have tb'soTt.fd international trade. So that they can have .satsifac-
ensure: .

. ' s ‘
T thaf world markefs foe-geodfereducts~are more-stable, perticuiarty those
for cereeLs‘but also for other basic products; that new agreemeﬁts are
negotiated} ndtabLy on ﬁheat,randfthat a storage system is set up which

is\appropriate to the developing countries' needs;
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= that the EEC sets up an export poL1cy. ‘The EEC'does not possess- adeqdate

; mach1nery to prov1de greater security of suppL1es to the deveLop1ng

-

countr1es and perm1t ea51er access +to such suppL1es, .- -
i ‘. . . . .

- that the devetop1ng countr1es exports of agr1culturaL products are. g1ven

1mproved access to the 1ndustr1al1zed countr1es consumer markets and

: hence, to.the.European Communnty.market. o ;f

The weak countrtes w1LL be prey to- unexpected d1sastersn -éome‘deVe-
Lop1ng countr1es w1LL become 1ncreas1ngLy unabte to cope w1th their food.:
ushortfaLL by purchas1ng on the worLd market They must therefore be pro-;;
~v1ded with aid = food aid and short term balance- of—payments aid. To thtsf
"end,hthe.1nternat1onaL communjty,shoutd,try to act on two fronts:- .
- by 1ncreas1ng the quant1t1es of food aid_and d1vers1fy1ng the products
. suppL1ed, and ‘at the same time’ appLy1ng the aid 1n ways: Con - a muL 1annuaL
"basis for instance) that enabLe it. to be 1ntegrated 1nto development ’
’ schemes and 1mprove food secur1ty; and also by 1mprov1ng the workwngs of°

the. Internat1onal Emergency Food Reserve;

[" by sett1ng up, - as an dnitial” step in the" r1ght d1rect1on, a short term :
) ad;ustment system, possway under the IMF's compensatory f1nanc1ng
fac1L1ty, to‘deat wWith balance—of-payments deficits resuLt1ng from sud- -

den, temporary and except1onaL 1ncreases in the food b1LL.~

-
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‘Restructuring of the Commgnity’sﬁndu's_tzx and tréde relations

The Commun1ty s most essentiaL task over the years. ahead 1is to

- ad;ust the structuré of product1on. The first part of th¥s. paper descr1bes

the principal chaLlenges that will. face European industry in the next
decade’ : changeover to other éources of energy, development of new fings
plus growth act1v1t1es and introduction of new technologies (micro—

proCessors, robot1cs, etc.) in the trad1t1onaL industries, and theé trade

‘ chaLLenge not onLy from the industrialized cquntr1es but from a number .

of developing couhtries{

The work on structuraL'adeStment'is basically an internal matter

. and, at Commun1ty Levet, 1nvoLves a strengthen1ng of European 1ntegrat1on :

.market un1f1cat1on, coordination of research and . development act1v1t1es,

a coord1nated ‘approach towards public aid to jndustry and the use of
Community borrowing facilities to finance reStructuﬁing.

-

.  The Community's extefﬁal'éommerciaL and industrial retéxiohs and
in particuLar its reLations with the deve{oping countries are nevertheLess
a very important factor 1n the process of structural adjustment. In this-
context it is necessary - f1rst of all to stress the need to mawntawn a worde1de
system43f0pen\trade that will perm1t the d1ssem1nat1on of technotogy, 1mprove

the allocation. of resources ‘at world leveL and constitute. for each country

3 powerfuL 1ncent1ve to rat1onaL1ze ‘and aim at 1ncreased product1v1ty.

i -

Where.trédé flows conéern‘the devéloping countries,

. especially gxpofts.from those cpuntﬁieé,~it is all the more importang

to keep markets open éin@eﬂ not OhLy‘dOJSUCh exports of low -

cost-brice manufactured prodgcts‘ﬁelp to keep down inftafibn



: processed products from the deveLoped countries.
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. and 1ncrease overaLL product1v1ty in the 1mport1ng country but they also

create in the deveLop1ng countries purchas1ng power wh1ch, as exper1ence

has shown, is at once converted into orders for: equ1pment or more hwghLy
/

~ . PERY
S .
)

- For the Commun1ty, the growth of L1nks of commerc1aL 1nterdependence

w1th the deveLop1ng countr1es serves Tits 1nterests and roLes as a- trad1ng

’ powerqand may also, where competttton w1th ‘the other 1ndustr1aL1zed

countrfes is concerned, be a. factor help1ng to restore qts compet1t1ve

capaCﬁty, an. open1ng of the: Commun1ty s markets to the deveLop1ng countries

_resulting in genuwne 1ndustr1aL cooperat1on wouLd enable each of the part-'

_ners to prof1t by thetr compLementary assets and the comparat1ve advantages

-

Cocity.. - ST U T

- of the other party (technology, Labours costs, ava1lab1l1ty of raw mate-

r1aLs or- energy resources, markets, etc. ).
.Such a strategy is>not-of course easy in a period-maqued'by reces—
sion and unempLoyment. It 1mpl1es a resoLve on the part of the - Commun1ty

to take whatever act1on 4s needed to deveLop the act1v1twes of . the future,

:wh1ch will provide . alternative JObS. The effort requ1red under th1s stra=

tegy is essent1aL it the. overaLL poL1t1caL and econom1c advantages of )

offens1ve poL1cy,wh1ch, when appL1ed has rarely” ach1eved a resound1ng suc—»

:cess as\regards the aim ass1gned to' 1ty nameLy the preservat1on~of jobs. -

- A commerc1aL pol1cy tend1ng to be restr1ct1ve towards the devetop1ng

zfcountrtes woutd damage” the Long-term effect1veness of the Commun1ty S pro-"

“duct1ve sector w1thout ach1ev1ng the expected resuLts for the- sectors thus

'protected, whether 1in terms of jobs or the preservat1on of product1ve capa-

ConsequentLy, the Commun1ty must Learn to Look upon the ‘third worLd

not solely in terms of markets to be conquered but. rather ‘as ‘a potentwaL

3 1ndustr1aL partner. The fact that the deveLop1ng countrwes are 1nvoLved

very' L1ttLe 1n the 1ndustr1aL1zed countrfes 1nformat10n, consultaion’ and

‘ coordination mach1nery, aLthough LargeLy attributable’ to theé reLat1ve

'recentness of th1rd wortd 1ndustr1aL1zat1on, is nevertheLess aston1sh1ng

and expLa1ns why the1r 1nterests st1LL receive too L1ttLe attent1on in ‘the =

ﬂdec1s1on-mak1ng process.,
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If the Community 1s to maintain an open trade policy towards the
deveLop1ng countr1es despite the present sectoral d1ff1cuLt1es, the ad]ustment
~which this will entail should be - fac1L1tated-by exchanges of 1nformatjon,
consultation and cooperation'betWeen all the partners involved. There .should
.be rec1procaL 1nformat1on on 1ndustr1al1zat10n pro;ects, market prospects and
~opportunities for 1ndustr1al cooperation. It 1s essential that such exchanges
‘of views 1ncLude ‘all ‘the social partners, not only because of their d1rect
concern with- the advantages and ‘the necessities of adjustment which the fur-. .
" therhance of such cooperation involves, but also because Cooperatﬁoh would be
. meaningless and therefore rejetted‘if it were not to lead on both sides to ‘
improvements in Lliving and work1ng cond1t10ns and to sharing out of the fruits

.0f trade and growth.

"Mutual adjustment of the structures of production, industrial
cooperation and the promotion of'speeiatizatioh clearly do not lend themselves
to negotiation but ‘could, where appropr1ate, be the subject: of speC1f1c consulta-
t1ons. The prtmary area of multilateratl act1on continues to be the aff1rmat1on
of the law and the establishment of codes of conduct and rules of behaviour.
In this.sphere, it - islessentiéL to'obtain the maximum acceptance and effective
appl1cat1on by the largest number. of countr1es of the codes negot1ated in the
‘MTN and to avo1d erosion of the rules governing multitateral trade. Limiting
recourse to trade restr1ct1ons, in whatever form, presupposes not onLy ‘the
: observance of GATT pr1nc1pLes but aLso a return to the source which. 1nsp1red
'them, nameLy the Havana CTharter; which considered the expans1on of 1nternat1onal
trade as an instrument of economic growth and affirmed the right to work, the
need for fair Labour standards and thetr Link with distribution of incomes
These prvncpres continue to be every bit as important today as efforts are
'made to administer and keep intact E muLt1LateraL trade system embracing countr1es
with such w1dety d1ffer1ng Levels of deveLOpment and such o1ss1m1Lar industrial and
. soc1aL structures. In particular,-the newly 1ndustr1aL1zed countries, as they -
become more compet1t1ve .and increase their exports of 1ndustr1aL products, must
“Lower the 1mport barriers they erected to protect the1r 1nfant industries: the

advantages of specwaL1zat1on cannot fLow from the open1ng of markets in one
d1rect1on onLyc
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5. \Commodities" ' Co T
The probLem of commod1t1es is ctoseLy Linked to those encountered
in the fweLds referred to above. The quest1on ‘of how- to ease the scarc1ty
constra1nts will 1nev1tabLy ar1se ina few years t1me, 1n the same way ‘as
for energy and food, unless effect1ve actvon is taken now. on: 1nvestment, ';

part1cuLarLy m1n1ng 1nvestment.
. o - S - ’ S ’ h -"/' :

- . Act1on here i necessary because current devetopments are mak1ng
 the Commun1ty turn 1ncreas1ngLy to raw-matervaL producwng 1ndustr1aL1zed
.countries- for its suppt1es. It must -be carefuL not to become. almost totaLLy_f*
dependent on. too smaLL a number of countr1es, part1ruLarLy where they,are

its compet1tors and espec1aLLy as’. there is no guarantee that Communwty users -
w1LL aLways enjoy the same treatment as processors in the countries of or1g1nm

- . B ' - . T : ' - . ¢
. . . -

-

( The success of th1s act1on depends én 1mprov1ng deveLopment
f1nanc1ng for non-oil- deveLop1ng countrtes, in the f1rst ptace because .
the poL1t1caL and economac risks are- too great and even’ curopean pr1vate
bus1nes¢men do not’ genera Ly consider themsetves to be. responc1bte ror‘
the ava1tab1t1ty of suppttes to 1ndustr1es wh1ch do not belong. to the1r

. own financial consortta, but aLso because mrst raw ‘material users

do nOL reaLLy have the. f1nanC1aL or techn1cat resources to. enabLe them
:LO prospect for or Work” mineral depos1ts in. third countr1es themsetvesn
~ The only way is by public support in the.form of.f1nanc1aLancent1ves

and - LegaL protect1on.

-

_ Commod1t1es are cto ely connected w1th the probLem of the
' reqtructur1ng of 1ndustry, part1cularty s1nce the energy crisis radwcaLLy
,altered the comparat1ve advantages at the- f1rst process1ng stage.~
ThlS bring . us- to the prootem of on—the“spot process1ng of commod1t1es
v1ewed in construct1ve terms, w1th European 1ndustry tak1ng an actwve .
part in promot1ng the g"owth of these sectors 1n the deveLop1ng countries
through the acqu1s1t1on of hoLd1ngs, or even cross-hoLd1ngs, and transfers‘,

of: technoLogy.
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Commodities continue to be'thefmain factor in North-South trade rela=
tions, for varioue reasonsg ALthough the Community imports about half of-
its external requirements from other induetriatﬁzed COuntreﬁs, these pro~
ducts still account for the bulk of the developing countries’ exports to
‘“the Community and ‘the other industriatized coontrfes, and therefore their
exportvearnjngs. ' |

L
i

. It follows that any change in the pattern of EEC commodtty imports in
the “developing countries" favour would reduce the deficit in their baLance
of payments, thereby aLLev1at1rg the f1nanc1at probLems to be solved at

worLd ‘Ltevel, and enable these countr1es "to buy more of- our manufactureso

' The. price level of commod1t1es may also play an 1mportant part in
soLv1ng other probLems.- In the case of mlggggL_pggggggg, pers1stentty
.unrewardTng prices - kept Low by the oont1nu1ng recession - Lead to under-
investment and possibly in the Long‘run:to price escalation which.may take
a long time to bring,under~controt. In this field tt takes about eight
years before the effect of an investment oecision is felt at'produCtion
level. T A |

! . . .

-0On the other hand' the maintenance of unremunerative prices for other

-where some sort of a soLut1on~Just has to be fourd in the form of loans

(compensatory financing, Stabex, etc.) or official assistance.

If the Commun1ty s economy . is to funct1on properLy, the probtem of
the phy51cal shortage of 1ndustr1at raw. mater1als shiould take precedence

over short~term considerations.

)
+

Furthermore, the Commun1ty must work out an act1ve poL1cy for

'

North South reLat1ons, both b1LateraL and mult1Laterat, in Line with the

' following principles: .
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- aiming at stabLehprices:which-are'remuneratiuéiover'a Longer period for.
‘producers«and-eguitabxe forfconsumers,'by mEans.of"commodity agreements‘f
where this seems appropr1ate, ‘ut also by eL1m1nat1ng dominant p031t1ons,
unfa1r specuLat1on and’ other facﬁors wh1ch d1stort compet1t1on,

~‘stepoing up scientific andffechnica‘ coopert1on so as to create technoLo- :
g1es geared to the’ spec1f1c cond1t1ons 1n deveLopL1ng countr1es, part1-”
cuLarLy as regards expLorat1on and expLo1tat10n of’ naturaL resources (and
2the process1ng of m1neraLs) L v o

N -
. ’ ‘,. N I . . .

promoting m1n1ng 1nvestment 1n develop1ng countr1es in a stabte environ-
’ ‘ment through mich greater part1c1pat1on by f1nanc1aL 1nst1tut1ons, tak1ng
the form of r1sk cap1taL aﬁd the pref1nanc1ng of local hoLd1ngs 1n fo-

're1gn 1nvestments, and by a constant effort to reduce non commerc1aL

-

¢
~

risks. - . REE S

-

\'In thws connec~1on,-1t 1s 1mportant that the Commun1t) should be 1nvoLved
in the. strategles which African governments and the Arab countr1es are -
now work1ng out’ for mwneraL products, w1th a view to strengthen1ng its o
reLatwons w1th these two groups of countr1es, fac1L1tat.ng Afrwca s deve-‘
_Lopment by pLay1ng a part in the recycL1ng of oil surpLuses, and mak1ng

‘,1ts energy and raw mater1a£ suppL1es more secure,i o

,encourag1ng Commun1ty 1ndustry to heLp deveLop on-the spot process1ng of.
‘commod1t1es in develop1ng countrwes, ‘by. cross—hotd1ngs 1f poss1bLe, and
" by transfers of appropr1ate technoLogy 1n order to 1mprove secur1ty of

'suppLy for downstream sectors and redure the energy b1LL.

)





