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LETTER OF TRANSMITTAL

20 Mey 1975
Dear Mr. Secretary-General,

We have the honour to transmit herewith our study containing proposals on
structural changes within the United Nations system requested by the General
Assembly in paragraph 5 of resolution 3343 (XXIX) of 17 December 19Tk.

The work of the Group was to be directed -~ in the words of the General
Assenbly - at making the system "fully capsble of dealing with problems of
international economic co-operation in a comprehensive manner". In the short time
availeble, it was obviously not possible for the Group to deal with all aspects of
the work of the United Nations relating to development and international economic
co-operation in as comprehensive a manner as the above mandate might have
suggested, or to develop detailed solutions to all of the mgjor structural
short-comings or needs which were identified in the course of our discussions

In the circumstances, our study seeks to provide - within the framework of a
broad structural design - a set of first practical steps for consideration by the
Preparatory Committee for the Special Session of the General Assembly Devoted to
Development and International Economic Co-operation, The mein focus of these
measures is on the strengthening and improvement c¢f the methods of work and
functioning of the central institutions of the system. At the seme time, we have
also considered sectoral structures which were specifically referred to in
paragraph 5 of General Assembly resolution 3343 (XXIX) and whose functioning is
inevitably linked with the functioning of the central institutions.

In our report, we recognize that several of our proposals will require some
time for their full discussion and implementation and we stress the need to ensure
-that the restructuring at the central and sectoral areas are mutually compatible
and regarded as satisfactory by the entire membership. We, therefore, envisage a
process of institutional restructuring unfolding over a transitional period. At
the same time, we believe that some of our recommendations can be set in motion
immediately and we hope, therefore, that the General Assembly will act on them at
the forthcoming special session.,

The members of the Group of Experts wish to point out that, in signing the
report, they have done so in their individual cepacities and that, therefore, =
their signatures do not commit the Governments of their respective countries. = . ...
They have unanimously approved the report and its recommendations in the belief
thet their adoption and implementation would constitute a major step towards a
stronger United Nations. At the same time, their signatures should not be .. .
interpreted as an endorsement of all the reasoning and points of views expressed.

‘ " In closing, we wish to expresg our deep apprec1at10n for the exceptlonally
able and dedicated service of Dr. Uner Kirdar, the Sécretary of the Group, ably
assisted by Mr. Patrizio Civili, Mr. Robert Gruszka and Miss Aida Levin,-
Without their help, our work could not have been completed.
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» We also wish to express our deep apprecjation for your confidence in
appointing us to this Group and for the' opportunity thus granted us to participate
in the preparatory work leading to the holding of the special session of the
General Assemtly devoted to development and international aconomic co-operation.

Your address at the opening of our session has guided us through our
deliberations,

Please, accept, Mr, Secretary-General, the expression of our highest
considzration. \
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PREFACE

This report has béen prepared in response to paragraph 5 of General Assembly
resolution 3343 (XXIX) of 17 December 19Tk, entitled "Special session of the
General Assembly devoted to development and international economic co-operation",
which requested the Secretary-General,

"in effective and close consultation with Member States, to appoint
immediately a small group of high-level experts, selected on a broad
geographical basis and nominated by Governments, to submit to the
Preparatory Committee /fbr the Special Session of the General Assembly
Devoted to Development and Internationsl Economic Co-operatlon/ at its
second session a study containing proposals on structural changes within
the United Nations system so as to make it fully capable of dealing with
problems of international economic eo-operation in a comprehensive
manner",

In performing this task the Expert Group was to take into account,

"inter alia, developments in the fields of trade, financing, international
monetary reform, agriculture and industrialization, and, bearing in mind, as
appropriate, the relevant work already under way in reviewing the agreements
between the United Nations and the specialized agencies and the Internationsal
Atomic Energy Agency'.

The Group consisted of the following 25 experts: Abdel~-Hamid Abdel-Ghani

' (Egypt), Adebayo Adedeji (Nigeria), Abdelaziz Bennani (Morocco),

Sergio Corréa da Costa (Brazil), James Fawcett (United Kingdom of Great Britain
and Northern Irelend), Juan M. Figuerero (Argentina) Richard N, Gardner (United
States of America), Pebter Hansen (Denmark), Paul-Marc Henry {(France), Axel Herbst
(Federal Republic of Germany), Lal Jayawardena (Sri Lanka), Al Noor Kassum
{United Republic of Tanzania), N. Krishnan (India), Peki Kana Kwala (Zaire),
Axhter Mahmood (Pakistan), José Carlos Maridtegui (Peru), T. N, Makeyev (Union of
Soviet Socialist Republlcs) Jan Meijer (Netherlands), Donald O. Mills (Jamaica),
Valentine Nylander (Sierra Leone) Saburo Okita (Japan) Manuel Pérez Guerrero
{Venezuela), Majid Rahnema (Iran), Ljubomir Sekulié (Yugoslav1a) end

Evzen Zapctockf (Czechoslovakla) .

The first session of the Group was held at United Nations Headquarters fzom
2k to 28 February 1975

axel Herbst (Federal Republic of Germany), Sergio Corréa da Costa (Brazil),
Akhtear Mahmood (Pakistan) and Peki Kena Kwala (Zalre) were unable to participate
in the first session of the Group.

Tie- first meeting was opened with a welcoming statement by the Secretary-
General (annex I). The Group unanimously elected Al Noor Kassum (United Republic
of Tapzania) as Chairman and Richard N. Gardner (United States of America) as
General Rapporteur, The first session was largely devoted to the identification of
issues and organization of work. An illustrative list of topiecs was drawn up by
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the Group, and its members, as well as other invited people, were asked to prepare
contributions on the various topies included in the list or any other topic which
they deemed approprisete.

In addition, e drafting group composed of 10 members was esteblished
consisting of Al Noor Kassum (Chairmen), Adebayo Adedeji, Juen M. Figuerero,
Richard N. Gardner, Peter Hansen, Lal Jayswardena, N. Krishnan, A. A. Molchenov,
Donald O, Mills and Ljubamir Sekulié., It was also decided that the drafting group
could be assisted in this task by any other member of the Group who wished to meke
available his sexrvices, should he be in New York at the time of the meetings of
the drafting group.

The drafting group met from T to 18 April and from 5 to T Mey 1975 at
United Nations Headquerters, in order to consider the topics outlined in the
illustrative list, together with contributions submitted by the members of the
Group and other invited people, and to work out a preliminary draft report for
consideration by the Group as a whole.

The Group of Experts held its second session at United Nations Headquarters
frem 8 to 1b Masy 1975. Since James Fawcett (United Kingdom of Great Britain end
Northern Ireland), E. N. Makeyev (Union of Soviet Socialist Republics) and
Valentine Nylander (Sierrs Leone) were only able to attend the first session, the
Secretary-General appointed in their place Even T. Luard (United Kingdom of
Great Britain and Northern Ireland)., A. A. Molchanov (Union of Soviet Socisalist
Republics) and Wilmot Blyden III (Sierra Leone), to serve as members of the Group
for the second session. At the end of the session the Group unanimously approved
the present report. '

_ The Group was greatly assisted in its task by the informal exchanges that

were held during its first plenary session when it heard the views, expressed in
a personal capacity, of Philippe de Seynes Martin Hill, Sir Robert Jackson,
Gunnar Myrdal and Mehbub El-Haq.

The drafting group also benefited greatly from the views, expressed in a
. personal capacity, of Rafil Prebisch, Ismat Kittani and C. V. Narasimhan, whose
invaluable assistance the Group wishes to acknowledge.

Although the Group agreed to the desirability of having either informal
hearings with executive heads or representatives of the agencies, or of arranging
visits to their headquarters, it very much regretted that this was not possible
in the short time available. The Group therefore did not have the benefit of
their advice cn substantive or institutional issues impinging on its mandate,
However, the Group was greatly assisted by receiving access to an advance text
“of part II of the annual report of the Administrative Committee on Co-ordination
(acc) for 1974-1975 (E/5675 (part II)), containing the contributions of the
specialized agencies and other members of ACC to the preparations for the
special session of the General Assembly. The Group also benefited from
,supplementary material provided by a number of Unlted Nations organizations.

Flnally9 in preparlng its report the Group had at its disposal ‘all relevant
background documentation, including the resolutions of the United Nations orgens

‘_'related to the subject and the 1nter1m report of the Pollcy and Programme
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Co~ordination Committee of the Couwncil (E/5633) on the review of the relationship
agreements with the specialized agencies and the International Atumic Energy
Agency.

® ¥ *

.

The report consists of four chapters. The introductory chapter 1 examines
the premises, guidelines and goals of the restructuring exercise, in the context
of evolving changes in the configuration of international economic relations and
of existing constraints on the capacity of the United Netions system to respond
to new problems and needs.

Chapter II is devoted to an analysis of issues and proposals for structural
changes concerning centrel structures for global policy-making, programmlng and
planning and operational activities, namely (a) the General Assembly; (b) the
Economic and Socisl Council; (c) secretariat support facilities; (d4) consultative
procedures; (e) planning, programming and budgeting; (£) operational activitiess
(g) regional structures; and (h) co-operation smong developing countries.

Chepter III deals with the structures of the system relating to trade,
international monetary reform, developwent financing, agriculture and food and
industrialization - the five sectors specifically referred to in the Group's
mendaete under paragraph 5 of General Assembly resolution 3343 (XXIX). Im the
limited time available, however, the Group was not &ble to consider all these
sectors in as detailed a manner as their complexity would have warranted or to
deal, as it would have wished, with a number of other important sectoral
activities of the system.

Finally, chapter IV elaborates recommendations on the means of implementation
of the proposals contained in the report.

X
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. Chapter I

WHY RESTRUCTURING?

Introductory remarks

1. In its thirtieth anniversary year the United Nations has reached a turning
point. In one direction lies the prospect of new capacity to cope with the central
issues facing mankind in the decisive last quarter of the twentieth century. In
the other direction lies the danger of a decline in the effectiveness of the United
Nations. Which direction the Organization takes will be significantly influenced
by the decisions on policy and structural questions which its Member States take

in the months and years shead. The proposals in this report are designed to assist
. in rectifying certain weaknesses in the United Nations structure which we sought to
identify and which we believe are preventing it from becoming a more effective
instrument for the promotion of intérnational economic and social co-operation and
development.

2. A world without a strong United Nations, in the opinion of our Group, is
inconceivable. . It is in the interest of every Member of the United Nations to make
the Crganization a more effective instrument for the strengthening of international
peace and security and for international economic and social co-operation.

3. The founders of the United Nations, in the very first paragraph of Article 1
of the Charter, defined the first purpose of the United Nations as the maintenance
of international peace and security. At the same time they recognized that
peaceful and friendly relations among nations also require co—operation in the
economic and social area. Thirty years after the Charter was signed at

Ban Francisco, the intimate relationship between peace and security issues and
economic and social issues is clearer than ever.

L., At least four fifths of the approximately $1.5 billion now spent each year by
the system, exclusive of its international financial institutions, is devoted to
‘economic and social activity. In addition, the World Bank and the International
Monetary Fund are currently making available over $5 billion in medium~ and long-
term loans to Member countries. Yet the members of the Group recognize all too
well that even this level of activity is not adequate to meet fully the challenges
of our times,

5. Even more importantly, the United Nations system now has an impact on the
‘world economic scene which cannot be measured merely in terms of financial
expenditures. For years the work of the specialized agencies in health,
agriculture, education, labour, communications and other fields has provided
indispensable services to Member States and their citizens. Global conferences
under United Nations auspices on the enviromnment, population, food, trade and
industrialization have influenced national policies by gathering scientific
evidence, mobilizing public opinion, recommending lines of action and focusing the
attentlon of polltlcal leaders on hitherto neglected national and international
problems. .
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6. Recently the United Nations has become the centre of far-reaching debate,
regotiations and decisions leading towards the establishment of a more rational and
Just international economic order. The sixth special session of the General
Assembly and the forthcoming seventh special session, devoted to economic issues,
represent the focal points in this process. The Declaration and Programme of
Action on the Establishment of a New International Economic Order, the Charter of
Economic Rights and Duties of States, and the International Development Strategy
for the Second United Nations Development Decade constitute major attempts to
feshion a new framework of international economic relations. Developing countries
have made it clear that structural changes should be made in the international
~system so that it will become a supportive factor in their efforts to construct
their own development models requiring control of their national resources and
general policies of national self-reliance, including the mobilization of internal
resources.

T. It is now widely accepted that the major challenges faced by the human race
can only be met through multilateral actirn, and that a logical place for this
action is the United Nations system. Yet it is a paradox that at the very moment
when this recognition is becoming widespread there are growing doubts about the
capacity of the United Nations system as an instrument to meet these challenges.

8. The concern to strengthen the capacity of the United Nations system to meet
present and future challenges was reflected in the General Assembly's request in
resolution 3343 (XXIX) for a "study containing proposals on structural changes

- within the United Nations system so as to make it fully capable of dealing with
problems of international economic co-operation in a comprehensive manner".

© 9. Our Group has sought to comply with this request by offering a number of
specific proposals for structural change. But we wish to emphasize at the outset
 that no amount of restructuring can replace the political will of Member States

to discharge their obligations under Article 56 of the Charter to "take joint and
separate action in co-operation with the Organization for the achievement of ...
higher standards of 11v1ng, full employment and conditions of economic and social
progress and development' In this connexion, the fact that United Nations
decisions are not unlformly implemented is, in the view of many members of the
- Group, a factor leading to a lack of confidence in the effectiveness of the system.

10. We would also emphasize that most of the structural deficiences of the United
Nations system are the result of actions by its Member States, and the correction
of these deficiences will require action by the same States. Every serious reform
 prcposal (as opposed to marginal proposals that amount to mere "tinkering") is
bound to cut across someone's vested interest in the status quo. A meaningful
reform of the system, to take account of new requirements and developments, may
involve the forgoing of some short-term interests and entrenchzd habits in favour
of 1ong—térm'intérests in a workable-intnrnational economic order.

11, - Our Group began its task w1th a shared recognition that 1nst1tut10ns are not
ends in themselves but only means to the fulfilment of human needs, and that there
is no ldeal 1nst1tut10nal design for the United Naticns. Our principal aim has
not been crganizational neatness or even the achievement of financial economies -
’.although we belleve the latter o be an important subsidiary purpose. Our
principal crlterlon in evaluatlng proposals has been to. enhance the effectiveness
of the system in promoting tthe goals of "social progress and better standards of -

D
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life in larger freedom" mentioned in the Preamble 40 the United Nations Charter.
Since the United Nations is not, and was not intended to be, & world government,
the Organization can only seek those ends by promoting international economic
co-operation. In evaluating structural proposals, therefore, we have placed
particular emphasis on enhancing the effectiveness of the United Nations system in
influencing its Members to undertake appropriate policies in development and
international economic co-operation to enable the Organization, in the words of the
Charter, "to be a centre for harmonizing the actions of nations in the attainment
of these common ends".

12. The ability of mankind to master the awesome challenges confronting it depends
largely on the political will of Member States. International institutions can be
an important factor in mobilizing that political will. If the United Nations
system is to play a central part in meeting the challenges of our time, it must
reflect a number of realities in the present world situation - the trend towards
relaxation of tensions and universality of participation in the international
community, the growing interdependence between Member States, the increasing
interrelationship between sectoral issues, the active discontent of a subtantial
segment of mankind with the present status of international eccncmic relations and
the fact that not only is the world now divided between developed and developing
countries but that the composition of each of these groups reflects an increasingly
variegated pattern of countries with different levels of wealth, development and
technological capability and diverse social systems. It will also have to reflect
the differences which exist among countries as to the degree of interest they have
in different subjects.

13. We mentioned at the outset that four fifths of the $1.5 billion a year spent
by the United Nations system is devoted to economic and social activities. But it
is useful to record that the expenditures of the United Nations system during the
past three decades have amounted to only 0.4 per cent of the total gross national
product of Member States in the single year of 1974k and that current United Nations
expenditures barely equal the sum spent on armaments by Members in only 36 hours.
The priorities of Members clearly need to be redirected towards development.
Disarmament could provide additional resources for this purpose. Restructuring is
of significance because a more efficient and effective United Nations system could
be an important factor in redirecting priorities in favour of development and could
attract additional financial support needed to build the economic foundations of
world peace envisaged in the United Nations Charter.

1k, our proposals for structural change are designed to enable the United Nations
system to: , » .

(a) Deal with international economic and social problems in a more effective
and comprehensive manner, with vetter co—ordlnatlon throughout the United Natlons
system as a whole;

(b) Harmonise, as far as p0551b1e the views and approaches of Member
countries towards these problems;

(c) Contrlbute to a algnlflcant improvement 1n the transfer of real resources
and technology to developlng countrles, :

(d) Promote economic co—operatlon between States, 1nclud1ng those with
dlfferent social systems,
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(gg Increase the capacity of the United Nations system to provide essential
services for all its Members;

(£) Improve the management of United Nations resources available for
assistance to the developingz countries so as to maximize the benefit to these
countries;

(5) Respond effectively to new opportunities, problems and challenges arising
from changing requirements of world economic co~cperation;

(h) Foster better utilization of the capabilities of developing countries for
cconomic and technical co-operation among themselves;

(1) Mske the United Nations a more effective instrument for the establishment
of a new, more rational and just international economic order.

15. While the members of our Group may place somewhat different emphasis on the
factors mentioned below, we are in agreement that the following represent major
problem areas where structural improvements will be necessary if the United Nations
system is to realize its potentialities as an instrument for development and
1nternat10nal economic co-operation.

1. Frogmentation of effort

16, During the past decade, hardly a year has gone by without the estaeblishment of
one or two new United Nations bodies. Today the United Nations system embraces

12 organizations and operational programmes, five regional commissions,

1% specialized agencies and the International Atomic Energy Agency, a multiplicity
of special funds, and various semi-autonomous bodies within the central secretarist,
not to mention several hundred intergovernmental committees, co-ordinating bodies
and ad hoc groups. It must be recognized that the system is more a product of
historical circumstances than of a rational design. The development of this very
complex institutional system can be regarded as a sign of vitality and is the
result of well-intended ad hoc actions to deal with growing problems of

development and international economic co-operation. At the same time, the
proliferation of intergovernmental bodies and secretariats represents an inervasing
" burden on Governments in terms of both cost and physical capacity to participate.
Moreover, the diffusion of responsibility among so many institutions, many of which
are dealing with the same or related subjects, inevitably reduces the impact of all
of them. We believe some regrouping and some consolidation of institutions should
be possible which would both enhance the effectiveness and coherence of the system
and preserve a degree of healthy institutional pluralism on the basis of recognized
competence in specialized areas. Development is, after all, a comprehensive
process encompassing economic, cultural, social, environmental, political and
institutional elements which cannot successfully be tackled except through
1ntegrated treatment

17. As will be elsborated later in this report one of the mey . weaknesses of the
system as it has developed over the years is the absence of an effective set of

' central institutions to shape the various elements affecting development into

‘coherent global policies. As the Secretary—General himself recognized in his
statement to the fifty-fifth session of the Economic and Social Counc11
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"Any dispassionate appraisal of the United Nations system must admit that
we are today better equipped to deal with the parts than we are with the
whole, and any comfort we derive from the knowledge that we dispose of
unrivalled spe01allzed expertlse must be weighed agalnst an acute awareness
that we are in danger of losing our way throurh excessive fragmentetion."

2. Decision making

18. The system of decision meking of the United Nations on economic and social
questions places insufficient emphasis on the search for consensus. As a result,
it does not always produce the desired results. The Group of Experts was concerned
about the need to provide within the United Nations for a system of meaningful
negotiations to facilitate agreement on issues on which there is wide divergence

of opinion and interest among Member States. The expansion of membership has made
this problem more acute and urgent. The Group believes that the remedy may lie in
new consultative procedures, consistent with the Charter of the United Nations,
that permit small negotiating groups to work under a full-time chairman for
specified periods during which interested parties would seek to reconcile their
differences. The solutions agreed to by these groups could then be voted on by the
Economic and Social Council and the General Assembly. Such a procedure would
enhance the prospects of speedy implementation of United Nations decisions. At the
same time, the Group believes that the distribution of voting rights under the
weighted voting system in the World Bank and the International Monetary Fund (IMF)
needs to bhe revised to reflect the new balance of economic power .and the legitimate
interests of developing countries in a greater voice in the operation of these
institutions.

3. Methods of work

19. The Group recognizes that public debate in United Nations intergovernmental
bodies is of great value in creating public awareness of important economic issues.
It further recognizes the value of arrangements that permit all countries to
participate in a universal process of decision making. At the same time, the
negotiation of solutions on specific problems may require greater use of small
negotiating groups which are reasonably representative of the membership as a
whole and include an adequate representation of countries with a particular ‘
interest in the subject under consideration. It also requires that such groups

be permitted to operate in closed session to facilitate negotiations, it being
understood that the results of such negotiations should be submltted to the ‘entire
membership for decision.

h. Levels and types of representation

20. The experience of recent years suggests that international organizations work
best, particularly in economic and technical flelds, when they attract appropriate
off1c1als from capitals having the required expertise, flexible instructions and
the capacity to follow up directly the implementation of the decisions that may be
agreed. upon. Governments should be encouraged to secure, to a greater extent than
in the past, the participation of such representatives, including ministers where
appropriate, in the deliberations of the United Nations.
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5. Artificial separation of planning and operations

2l. In the United Nations todey there is little or no relationship between those
institutions that are concerned with planning and ‘those that are concerned with
operations. To take the most obvious example, tne Department of Economic and
Social Affairs (ESA), which is supposed to function as the central "brain" for
economic research and anslysis and to provide support facilities for policy
planning at the intergovermmental level, has very little practical impact on the
administration of the principal operational programme run from the centre, the
United Nations Development Progremme (UNDP), In turn, the UNDP experience in
operations rarely feeds back into the work of ESA. Some restructuring is clearly
required to integrate plenning and operations not only at the centre and in the
regions but also between the centre and the various specialized organs.

6., Quality of the international staff

22. Throughout its history the United Nations has been served, and continues to
be served, by individuals of extraordinary ability and dedication. Nevertheless,
the work of certain portions of the Secretariat has on occasion been regarded by
groups of Members as not reflecting adequately their concerns and priorities. The
Charter requires that due regard be paid to the importance of recruiting the staff
on as wide a geographical basis as possible. At the same time, the Charter demands
the "highest standards of efficiency, competence and integrity" as the "paramount
consideration" in the staffing of the international civil service. What is now
required is & new commitment to excellence in the staffing of the international
Secretariat both on the part of Member Governments and on the part of those who,
bear the principal responsibility for the management of the international civil
service. The central Secretariat in particular must be restructured and
strengthened so as to be able to prov1de 1nte11ectual direction on issues of
system-w1de concern. :

T. Tunctions not yet adequately performed in the institutional strﬁcture

23. There are certain vital functions which are not now being performed adequately
by any global economic agencies. While our Group has not had time to explore the
whole range of international economic questions in detail, our work has already
identified a number of obvious gaps in the institutional system. For example,
there is the absence of an agreed system of balance-of-payments adjustment and -
international reserve creation. There is need for a more integrated system for
" the exchange of information so that investment decisions, particulerly in
industrial sectors, may be taken with greater knowledge of developments in other
" countries.  There is need for jmproved institutions to provide greater price -
stability, access to markets and fair returns to the producers of primary
commodities while assuring securlty of supply to the consumers of these commodities.
 There is also need for institutions to cope with various dimensions of the energy
problem and issues of ", sclence and technology, particularly to assist countries tc
devise strategles and develop 1nd1genous resources to achleve thelr economic and
‘-soclal obJectlves. : : - :



8. Problems of universality of membership

2h. Tor historical reasons which are well known, there is less than universal
participation in some of the global international economic institutions that are
part of, or are associated with, .the United Nations system. A number of countries
do not participate in such specialized asencies as the World Bank, the
International Monetary Fund and the TFood and Agriculture Organization of the United
Nations (FAO). TIn addition, the General Agreement on Tariffs and Trade (GATT), an
agency with no formal links with the United Nations system, has far from universal
participation. We do not underestimate the problems involved in moving towards, the
universal participation that was envisaged at the founding of the United Nations.
Nevertheless, we believe that ways should be sought to promote truly universal
participation in trade and monetary and development co-operation, and that further
attentior. will be required on this important question.

9. Regional structures

25. On the question of decentralizing United Nations economic and social
activities and strengthening the regional commissions, the following problems can
be identified: inadequate implementation of United Nations resolutions on
decentralization of economic and social activities; lack of adequate co-ordination
at the regional level between policy formulation, planning and programming, on the
one hand, and operational activities, on the other; insufficient co-ordination
between the regional commissions and the regional offices of the specialized
agencies and other organizations of the system; membership patterns in some
regional commissions.

Concluding remarks

26. Our Group has had neither the time nor the resources to develop fully detailed
answvers to the nine basic structural problems identified above. What we have
sought to do in this report is to provide, in broad outline, a picture of what a
restructured United Nations system might look like, and a number of practical first
steps to implement that institutional design. We have confined ourselves to -
recommending reforms that car be initiated by the General Assembly itself and
which do not require amendment of the Charter. We recognize that many of the
proposals made in this report will require some time for their full discussion and
implementation, yet we believe that some of them can and should be set in motion by
the General Assembly this year to provide a clear signal to the world that the
urgently needed process of institutional revitalization has in fact bhegun. Without
that, talk of structural reform will lack real credibility. o

27. Our Group is proposing major changes in the central structures of the United

Nations. Our proposals call for new approaches to the handling of economic items ' '~

in the General Assembly, a major reform in the Economic and Social Council and its
subsidiary bodies, and new consultative procedures to encourage agreed solutions
leading to speedy implementation by Govermments. They also call for the creation -

. of the new post of Director-General for Development and International Economic
Co-operation’'to provide leadership to the central Secretariat and the entire United
Nations system, and for the consolidation of funds for.technical co-operation and.
preinvestment activities in a United Nations Development Authority (UNDA), headed.
by an Administrator who would serve as a deputy to the Director-Ceneral.
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28. In moving towards the institutional design put forward in this repert, it will
be essential to ensure that at every stage in the reform process the enlightened
self-interest of Member States in development and international co-operation will
be promoted rather than sacrificed. Decisions taken to strengthen the central
institutions are inevitably linked to decisions in some key sectoral areas.

29. TFor example, some members of our Group feel that the appointment of a
Director-General for Development and International Economic Co-operation, as
envisaged in this report, and the agreement that he should be & national from a
developing country when the Secretary-General is from & developed country, should
be conditioned upon the gradual incorporation into the central Secretariat of those
portions of the UNCTAD secretariat that are not dealing with sectoral trade
questions. For other members of our Group, however, the creation of UNCTAD
reflected the widespread feeling that the then existing structure of the Economic
and Social Council was not serving the international community and especially the
developing countries sufficiently well., These members feel that the incorporation
into the central structure of those portions of the UNCTAD secretariat not dealing
with trade questions, and especially those concerned with development finaneing and
international monetary issues, should only take place when developing countries are
satisfied that the new central structure is able to deal adequately with such
questions. In their view, progress in the field of monetary reform, especially
revisions in the distribution of voting rights under the weighted voting system of
the World Bank and the International Monetary Fund, is an essential prerequisite.
The same principle applies to the incorporation of the intergovernmental organs of
UNCTAD irto the revitalized central structure. These members feel, moreover, that
pending the development of an adequate institutional framework for dealing
comprehensively with trade questions - an International Trade Organization (ITO) or
other device - it would not be realistic to expect any such incorporation of either
the Secretariat or the 1ntergovernmental components of UNCTAD into the central
system.

30. To take account of the above concerns, the Group recommends that, in its first
biennial period, the Economic and Social Council should not establish negotiating
groups of the kind outlined in chapter II, section D below to deal with subjects
under consideration in UNCTAD. At the end of this initial two-year period there
should be a review to decide whether the central structures are working
sufficiently well to warrant further progress in the direction of strengthening

the central institutions. The Group further agrees that during this transitional

- period, the decision-making process of UNCTAD should be improved by the appllcatlon
of the consultative procedures proposed in thls report.

31. -Slmllarly, with respect to the subject of operational acvivities, in

chapter II, section F below, some members of our Group feel that the eventual ,

consolidation of various existing funds into the new UNDA and the designation of

the Administrator of UNDA as deputy to the Director-General for Development and

Tnternational Economic Co-operation must be dependent upon the negotiation of ,

satisfactory arrangements regarding the composition of the new. Operations Board and

the division of responsibility between that Board and the Council and the UNDA
Administrator, as well as a satisfactory deflnltlon of the status of the

- ‘Administrator. The Group, therefore, recommends that these views be accepted as

part of the general understanding governing the implementation of the proposals

" regarding the new UNDA, while noting its expectation that such concerns can be
taken care of in negotlatlons within a twonyear perlod :

~8-



32, The Group envisages a process of institutional restructuring which could be
initiated immediately by the seventh special session of the General Assembly and
unfold over a five-year transitional period, during which the many difficult
questions involved could be resolved to the satisfaction of all the Members. At
every stage during the five-year period the General Assembly could examine the
measures needed to implement the restructuring with a view to ensuring a fair
balance of advantages to different groups of Member States, and all the measures
would be reviewed at the end of the five-year period to ensure that the
restructuring in the centre and the sectoral areas was mutually compatible and

regarded as satisfactory by the membership as a whole.
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Chapter II

CENTRAL STRUCTURES FOR. GLOBAL POLICY MAKING, PROGRAMMING,
PLANNING AND OPERATIONAL ACTIVITTES

A. General Assembly

33. There is at present in the United Nations system a large number of bodies
exercising, either de jure or de facto, global policy-making functions related to
development and international economic co-operation. In addition to the Second
and Third Committees of the General Assembly and the Economic and Social Council,
among which there is at present duplication and overlepping of functions, reference
maey be made, for example,-to the intergovernmental organs of UNCTAD, the United
Nations Industrial Development Orgerization (UNIDO) and GATT, the Joint Ministerial
Committee of the Board of Governors of IMF and the International Bank for
Reconstruction and Development (IBRD) and the recently established World Food
Council.

34, In addition to the global conferences on trade and industrialization, held
at, intervals of three or four years, it has become a recent practice of the

United Nations to convene on an ad hoc basis world conferences to deal with global
issues such as the enviromnment, population, food, human settlements, International
Women's Year, the world water problem and desertification.

35. While all of these mechanisms and initiatives are making availzble to the
system a wealth of policy inputs, an unchecked proliferation of such initiatives
may undermine their gbility to attract world attention and lead to an excessive
diffusion of responsibility for global policy-making, with a consequent less of
coherence. Furthermore, the fixed periodicity of conferences is not always
conducive to good results in that it may prevent the United Natione system from
responding in a flexible and effective manner to new developments and newly
perceived 1nterre1at10nsh1ps among development issues.

36. A major obgectlve of" the recommendatlonskwhlch.fbllow is therefore to ensure

a more flexible programming of conferences at the global policy-meking level. In
this connexion, the Group finds the new practice of convening special sessions

of the General Assembly to deal with major economic problems a potentially very
effective device - provided that such sessions are carefully planned and prepared -
which’ should be further pursued in the future. : : ’

37. The Group therefbre recommends that the General Assemblv decide that:

(a) Whenever issues of global 51gn1f1cance need urgent and separate
cons1derat10n, special sessions of the General Assembly, on the pattern of the sixth
and seventh special sessions, or special sessions of the proposed 'Development
- Committee" (see para. 39 (a) below), should, after careful preparatlon be convened

rather than ad hoc world conferencesﬁ and :

, (E) There hould not be a fixed periodicity for any global conferences; o
a decision as to the best timing and approach and the most suitable arrangements for. -
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the consideration of a given issue should be taken by the Assembly, on .a case-by-
case basis, in the light of developments. For this purpose, the p0351bi11ty of
convening speclal sessions of the General Assembly or special sessions of the
proposed Development Committee should be explored. l/

38. The Group believes that the above measures would not only serve to introduce
the necessary degree of flexibility in the functioning of the central organs but
would also strengthen the role of the General Assembly under the Charter with
respect to global policy meking. To this end, however, a number of adjustments
in the functioning and methods of work of the General Assembly and its Second
and Third Committees are also requlred in order to:

(2) Raise the level of representatlon and enhance the authorlty of the
Assembly's declslons, and

(b) Ensure a more integrated approach to the consideration 6f problems
affecting development and international economic co-operation.

39. The Group. therefore. recommends that:

} (a) The Second Committee of the General Assembly should be renamed the
Committee on Development and International Economic Co-operation (to be known

as the "Development Committee"). Consideration should be given to transferring
from the Third Committee to the Second Committee, on a case-by-case basis, those-
items on social development that might more appropriately be dealt with in the
Second Committee, bearlng in mind the need to avoid overloading the Second
Committee's agenda9

(b) The agenda of this Committee should be organized around mesningful
clusten//of issues (rather then be based on a mechanical consolidation of some
‘of the items that traditionally appear on the agenda of the Second and Third -

. Committees), ‘reflecting an 1ntegrated approach to the economic and social aspects
of development; .

(c)' Some daysdauring the meetlng of this Committee should be organized for
- discussions and decision making at senior or ministerial level on key 1gsaes
that are ready fbr decision;

(d) ‘The Economlc and Social Council should be consulted in the elaboratlon
of the Committee's agenda and should be asked to prepare its dlscu551one and
submlt draft recommendatlons for actlon by the Commlttee

(e) The Thlrd Commlttee should be renamed the Commlttee on Social Problems;
Human nghts and Humanltarlan Act1v1t1es.

ko, ‘The Group belleves that the>above arrangements will also‘help to clarify the
respective roles of the Assembly and the Economic and Social Council. Without

1/ The above: recommendatlons, of course, have to be read subject to the
understandlng mentioned in paras. 29 and 30 of chap I. Tt is understood that the
fourth session of UNCTAD would take place as scheduled and that a decision on the
fifth session would bé made in connéxion with.the review of the transitional
arrangements 1n the llght of the effectiveness of the central institutions.
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prejudice to the functions of the General Assembly under the Charter, the Group

views these arrangements as ones whereby the Assembly establishes the over-all policy
strategies and pronounces itself upon the negotiations to be carried on within the
framework of the Council, where ways of implementing in practice the strategies
formulated by the Assembly would be worked out. At the same time, the Couneil

should identify major issues and policies requiring action at the General Assembly
level, and act as the main preparatory body for the proposed Development Committee
of the Assembly by laying the groundwork and conceptual framework for its

' discussions.

41. This approach is reflected in the recommendations relating to the functioning
of the Council which are outlined in the following section.
B. Economic and Social Council

1. Revitalization of the Council

42, The revitalization of the Economic and Social Council, through far-reaching
changes  in its functioning and methods of work, was generally viewed by the Group
as one of the conditions for strengthening the centrsl structure of the system
and enabling it to play an effective role in world economic affairs. The Group
strongly believes that if the United Nations system is to contribute effectively
to the solution of international economic problems there must be a central organ
within the system where the inputs from the various United Nations bodies can be
shaped into coherent policies for development and internsational economic
co-operation, and where there can be a central review of the mutual consistency
of actions. taken sectorally, particularly of the interdependence of decisions on
trade, monetary reform and development financing and of decisions taken in the
fields of agriculture, industrialization and other areas. This objective and
the recommendations that follow are to be read in conjunction with the understanding
about the establishment of a tran51tlonal perlod contalned in paragraphs 29-32
in chapter I above.

43, The Council's decisions, at present, lack the necessary degree of authority.
In spite of repeated reaffirmations of its role under the Charter, the Council
has never been given adequate means to follow up and ensure the effective
implementation of its recommendations. At the same time, the continued growth

in the functions assigned to the Council, and the number of reports reviewed by
it, prevent it from addressing itself in a selective manner to major developments
in the economic sphere. The recent increase in its membership, however, has |
created the necesoary precondltlons for entrustlng to the Counc1l a strengthened
role. . :

b4,  The Group recommends that the General Assembly at its forthcoming special
session should reaffirm the Council's central role with respect to global policy
- formulation and 1mplementat10n and the settlng of prlorltles fbr the system as

a. whole. . :

‘45, The Council's ability to perform this role ‘effectively entails, by necessity,
significant changes in its structure and methods of work to enable 1t to
concentrate on major policy issues and to encourage the effective implementation
of its recommendations by both: Governments and -international institutions. In
particular, the proposals that follow are. des1gned to achieve three interrelated
sets of obJectlves '
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(a) Insure & groater degree of flexibility in the functioning of the Council
and, therefore, of the system as a whole - and bring about a considersble
streaml:nlng of the Council's subsidiary machinery, whose continuous growth
has brought the amount of documentation and the number of items on the Council's
agenda to unmanageable proportions and has diverted thz Council's attention from
more significant and urqgent developments requiring action;

(b) Improve the level of representation in the Council and bring to it the
appropriate officials from capitals, thus enhancing its decision-maeking capacity
and increasing its influence on the policy of Member Governments; and

(c) Strengthen the ability of the Council to ensure system-wide implementation

of its policy decisions, particularly their reflection in the programmes of work
of the entire United Nations system and in the conduct of operational activities.

2. The Council's calendar and programme of work

46. As a first step towards achieving these otjectives, the Group recommends that
the Council organize its programme on & biennial basis., with its calendar subdivided
into frequent subject-oriented sets of short sessicas spread throughout the
.calendar year (except during the Genersl Assembly period). These sessions would
take: place in New York, Geneva or in other cities., such as Nairobi, depending

cn the subject-matter and the location of the relevant secretarist units. A
typical calendar of the Council under these arrangements would be as follows:

(2) An initial substantive session (presumably in January of the first.year)
devoted to the identification, in the light of the General Assembly's debates and
decisions and an enalysis and assessment of the economic and social situation,
of the themes and issue areas to be included in the Council's programme of work
and the preparation on that basis of the Council's calendar. A degree of
flexibility would, however, have to be maintained in this calendar in order to
enable the Council to tackle at any point in time any major emerging development
requiring its attention;

_ (g) Short subject—oriented sessions devoted to policy making in respect

of the major issue areas identified as requiring policy decision would then follow
throughout, the two yearsh the programme for these sessions should be set so ag to
ensure that all sectors - present covered by the Council's subsidiary machinery,
such as population, eneJronment natural resources, science and technology. social
development , human sehilemsnts etc » would all be discussed, either jin their
present form or in sc.?{*ppropriate regrouping, over the two-year cycle;

(c) The calendar would also include, every year a one-week ministerial
session (which might be held during the. last week of June) devoted to an over-all
~ policy review, focusing mainly on world economic questions, including trade,
monetary and financing issues related to development, and to the preparation, on -
the basis of the results of the preceding meetin-s, of a policy statement to be
submltted to the General Assembly for its consideration and adOptlon,

(d) Thls ministerial session would be fbllowed each year by two sessions

of about two weeks each, to be held preferably during the month of July, to carry
. out in succe551on
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(i) A review, in alternate years, of programme budgets end medium-term plans,
respectively, of the entire United Nations system, 2/ and

(ii) A review of the operational activities of the system, including, in
particular, the activities of the United Nations Development Authority
propesed below. 3/

47. While co-ordination should progressively become, under these arrangements, &
built-in aspect of the review of substantive activities, the Council's session
devoted to programming and planning would also provide the forum for the discharge
by the Council of its over-all responsibilities for interagency co-ordination
under the Charter. As far as the second two-week session is concerned, its main
objective would be to provide general policy guidelines for operational activities
(a function now diffused amon ' the governing bodies of the existing programmes and
funds) and ensure thet the Council's policy recommendations find an adequate
reflection in the conduct of such operstions. E/

48. The Group believes that this new pattern of meetings would enable the Council
to devote the necessary attention to the most significant developments of
international concern and to exercise, with much greater effectiveness, the
leadership and co-ordination responsibilities that devolve upon it.

3. Negotiating groups

49, Another important innovation which the Group recommends in the' functioning

of the Council is the establishment by the Council of small negotiating groups to
deal with key economic issues identified by it as requiring further negontiations
with a view to bringing about agreed solutions. The rationale underlying this
recommendation and the procedures under which these groups would function are set
out in detail in section D below. It might be added here that one of the main
tasks of the initisl substantive session of the Council referred to above would

be to identify those issues requiring agreed solutions and teke the necessary steps
for setting up the relevant negotiating groups to deal with theam. While it would
be necessary for the Council to be kept informed of the progress being made by
these groups and to discuss the subjects being considered by them, the groups
would be given the necessary time and means to carry out their tasks effectively,
and would be permitted one to two years to seek agreed solutions. During the

ore- to two-year period, the General Assembly and the Council would be free to
vote resolutions on these subjects but, in addressing themselves to these questions,

>

2/ As explained in sect. E below on Planning, programming and budgeting, the
Council's review of the programme budget and medium-term plan of the United Nations
proper would be undertaken with a view to adopting decisions thereon, whereas the
Council's review of the plans, programmes and budgets of the specialized agencies:
would be for the purpose of co-ordination, bearing in mind the const1+ut10nal
autonomy of the agencies.

3/ See sect. F below.

h/ The spec1f1c functlons to be performed by the Council at these two se531ons 
are described in greater detail in sects. E and F below. :
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the Assembly and the Council would presumebly take into account the progress of

the negotiations within the respective groups. It should be understood, of course,
that the Assembly and the Council could not be expected to postpone teking decisions
if there were an excessively large number of negotiating groups which were all
active gt the same time. The proposed procedures for the functioning of these
groups further provide that, during the one- to two-year period, proposals

emenating from the groups which do not sppear acceptable to the Council's
membersh.o would be referred back to the groups with new guidelines.

. 4. Type and level of representation

50. A major aim and, it is hoped, one of the main results of this new pattern

of meetings is the attendance at the Council's sessions of higher-level and more
specialized government representatives. Indeed, such representation is a necessary
prerequisite to ensure that the arrangements referred to above result in a
substantial enhancement of the Council's effectiveness. A typical session on

any given subject in line with the pattern of meetings outlined above would be
rather short, possibly of one week's duration. Furthermore, in contrast with

the existing situation, the above arrangements would ensble senior and specialized
government officials to know the precise dates on which a subject of special interest
to them would be discussed. The system should thus greatly facilitate the

required changes in the type and level of representation. In addition, since, as
will be seen below, the new structure proposed by the Group envisages the merger

of several functional bodies into the Council, it should be possible for the United
Nations, utilizing the resulting savings, to provide travel expenses for a number
of delegates from capitals to meetings of the Council. The Group therefore
recommends the adoption of this practice, along the lines of the present practices
in respect of the Genmeral Assembly and the meetings of the functional commissions
of the Council.

. 51. In view of the special importunce it attaches to the question of the level and
“type of representation in the Council, the Group suggests that the adoption of the
above measures be accompanied by u recommendation by the General Assembly to
Member States to take all the steps necessary to ensure the systematic attendance
of higher-level and more specialized government representatives at the Council's
meetings, it being understood that the composition of such delegations would be
governed by the specific subject-matter to be considered at any given session.

52. Equally important is to ensure that the Council be able, as the Charter

lays down, to co-ordinate the work of the specialized agencies more effectively

than it has in the past. 5/ One way of assisting the Council to achieve this

would be to provide for the agencies to take a more active part in the Council's

meetings on a regular basis so that its decisions would carry greater weight than

they do-at present. For this purpose, the executive heads of the specialized

, agencies and nrogrammes concerned should be urged to participate as actively as

. possible in the Council's review of issues impinging upon their fields of

responsibility ~ This would encourage a more meaningful dialogue between the

Council and the heads of the specialized agencies and programmes than is possible

at present. The inputs that the latter bring will be indispensable for policy
formulation and implementation by the Council on a system-wide basis.

:5/,Onfthis subject, see; for example, Economic and Social Council resolution
v'l771‘TLIV) of 18 May 1973, entitled "Joint meetings of the Committee for Programme
and Co-ordination and the Administrative Committee on Cq-ordination".
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5. The Council's subsidiary machinery

53. The other underlying rationale of the new pattern of meetings proposed for
the Council is to avoid unnecessary duplication of effort by having the Council
itself perform the functions at present carried out by its subsidiary orgens.
Experience clearly suggests that the present structure has not resulted in a real
delegation of responsibilities and that the Council, at the time it considers the
reports of its subsidiary organs, reviews once agein the whole range of questions
discussed by such bodies. Moreover, inasmuch as the meetings of all these organs
must be scheduled long in advance, their agenda and documentation are often out of
date when the meetings are held and, more importantly, their reports are often
overtaken by events by the time they are reviewed by the Council. As a result,
these bodies, as well as the Council itself, are often prevented from discussing
issues of actual significance and interest.

54, TFor all these reasons, the Group recommends that the Council assume direct
responsibility for the work now performed by its existing subsidiary bodies. As
a result, the permanent commissions and committees of the Council would be
discontinued. except for the following bodies: the regional commissions: the
Statistical Commission; the Commission on Narcotic Drugs: the Committee for
Development Planning; the Commission on Transnational Corporations:; and the
Commission on Human Rights (see in this connexion, para. 62 below). The Group, in
making the above exceptions, has in mind the need to preserve: (a) expert bodies
that perform highly technical wo.% that cannot be performed by the Council;

(b) bodies whose work warrants separate consideration; and (c) regional economic
structures. The Council should, over a two-year cycle, address itself to all of
the sectors now covered By its subsidiary machinery. either in their present form
or in some appropriate regrouping.

55. The Council should alsc be assisted, in connexion with its responsibility
with regard to the programme budgets and medium-term plans of organizations and
their co-ordination, by a subsidiary body whose functions and responsibilities are
described in section E below.

56. In recommending the discontinuance of these bodies, the Group of Experts does
not wish to impede in any way the necessary dialogue between the United Nations and
specialized "constituencies" at the national level. This dialogue has proved to

be of great value to both Governments and the United Nations and should be
maintained. The proposed arrangements would ensure this and, in addition, raise
the level at which such dialogue takes place.

5T. The Group recognizes that the discontinuance of a number of subsidiary bodies
dealing with sectoral areas could create considerably greater pressure for
representation in the Council. One means of dealing with this problem, on which
the Group agreed, would be that, as already provided for in the Council's rules

of procedure, any country not a member of the Council which was especially _
- interested in a particular sectoral issue would be permitted to participate in the
relevant discussion, with all the rights of membership except the right to vote.
The Group recognizes, however, that this device may not be fully adequate to
resolve the problem satisfactorily. The Group believes that the revitalized
Council will be able to perform its function only if it is adequately representative
of all regions and interests.

58. Several suggestions were put to the Group to meet the above problem:
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(a) In order to ensure that the views of observers are given due
consideration in the decision making of the Council, even though they do not have
the right to vote, & consultative arrangement could be established for consideration
of a matter on the Council's agenda through the device of convening meetings which
~ would include members of the Council and observers. Under this procedure, the
Council would, while negotiating a resolution and before adopting a decision, take
into account the views of' the observers. Such an arrangement would only cell for
a change in the Council's rules of procedure;

(Q) Regions or'subregions or groups of countries coculd be invited to
consider the possibility of assuming joint representation in the Council by mutual
agreement among themselves so that meetings could be attended by the member
country most interested in the subject under consideration. This would necessitate
an amendment to the Charter. Unlike the other suggestions advanced in this
paragraph, this proposal wculd be epplicable to all meetings of the Council and
not just to ‘those on sectoral questions;

(c) After the Council has esteblished its biennial programme of meetings,
all States Members of the United Nations would be invited in advance of each
session dealing with sectoral issues, to indicate their interest in participation.
The membership for each session would thus be determined according to the replies
received. This would mean that the membership would not necessarily be the same
for these sessions as the Council membership of 54 and that it could vary from
one session to another. An amendment to the Charter would be required for this
purpose; »

(Q) Provision would be made for the addition of up to 10 members to include
countries with special inerests that are not already represented in the current
" membership of the Council. The Director-General for Development and International
Economic Co-operation (see para. Tl below) would propose for each session devoted
to a particular sector & list of such additional irvitees for approval by the
Council at its organizational session. This provision would also involve a
Charter amendment and result in an expansion of the membership of the Council
“beyond Sh to a poss1ble maximum of 6h

59. The Group was not in a4p931t10n to make any specific recommendations on this
- subject but suggests that these and other possibilities could be considered by
the Council and the General Assemblv with a view to adoptlng appropriate
varrangements. : ~

! 603‘ The Group further recommends that, w1th respect to the Counc1l's negotiating

« _-groups, described in section D below, countries not members of the Council be

~eligible to participate in them with the same rights as members.

3>61' ~ In summary, the Group recommends that the.following changes be made with
“respect to: the COUHCll'S sub51d1arv machlnerv and the other: bodles related to the
; Counc11 ‘ : . g

_ (a) The Counc11 should assume dlrect responsiblllty for the work now performed
by the Commlttee on Natural Resources, the Committee on Science and Technology for
Development ‘the Committee on Review and Appraisal, the Committee on Crime
Prevention and Control, the Population Commission, the Comm1s51on for Sceial
__ﬁDevelopment the Comm1s51on on the Status of Wbmen and -the Commlttee on Hou51ng,
Q‘Bulldang and Plannlng, 8ll of" whlch would cease to exlst
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(b) The Committee on the Application of Science and Technology to Development
should cease to exist. Instead, to provide the United Nations in general and the
Economic and Social Council in particular with ready access to the resources of
the world scientific community, the Group recommends that small ad hoc groups
of scilentists be convened on a case-by-case basis to study specific problenms
and formulate recommendetions which would then be taken into account by the
Council in the formulation of relevant policies, §/ The establishment of such
groups, which would be based on rosters of scientists representing a wide range
of scientific disciplines, would provide the Council with the necessary flexibility
to deal, as sppropriate, with diverse and constantly changing issues. The Group
further recommends the appointment of @ science adviser 1o the Secretary-Genéral,
who should be an individual of international eminence and recognized competence,
to serve as a link between the Secretary-General and the world scientific
community. His main function would be to provide timely advice to the Secretary-
General to help him anticipate the impact of advances in science and technology
and identify the options that their application presents, especially for the
benefit of the developing countries;

(E) The Group recommends that the Council should assume direct responsibility,
through the device of subject-oriented sessicns as described above, for the policy
functions in respect of environmental issues at present being carried out by the
Governing Council of the United Nations Environment Programme (UNEP). Inasmuch
as responsibility for managing the UNEP Fund would be assumed by the proposed
Operations Board responsible for all pre-investment funds, as recommended in
section F balow, the Governing Council of UNEP would be discontinued. The
environment secretariat would remain in Nairobi, subject to the authority of the
Director-General for Development and International Economic Co-operation.

62. With respect to the structural arrangements of the United Nations in the
field of human rights, some menbers of the Group are of the view that a Council:
on Human Rights should be created to replace the Trusteeship Council and serve

as a principal organ of the Organization, discharging all the functions in the
field of human rights that are now the responsibility of the Economic and Social
Council and the Commission on Human Rights and, perhaps, also the functions

of the Commission on the Status of Women. In addition, this new Council could
perform the tasks that the entry into force of the Covenants on Human Rights will
~ entail. It was recognized that the implementation of this idea would require an
amendment to the Charter. Other members of the Group feel that the Commission on
Human Rights should be maintained but that the Council should simply transmit the
Comm1531on s reports to the General Assembly without debate. ‘

C. Secretariat support facilities
1. Objeétives

63. The Group strongly believes that the increasing recognition of the
interdependence of economic issues, and the resulting changes in the ‘
responsibilities of the central organs, require that the Secretariat's capacity
for intersectoral analysis and synthesis of policy options be greatly strengthened.

Tk

6/ The United Nations Scientific Committee on the Effects of Atomic Radiation,
being a subsidiary body of the General Assembly, would not be affected. On the
other hand, the United Nations Scientific Advisory Committee would be discontinued.
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64, The inability, so far, of the present Secretariat structures to perform the
foregoing functions effectively must be attributed to a number of factors,
particularly the sectoral fragmentation of the Department of Economic and Sccial
Affairs and the concentration of the efforts of many of its sectoral units

on their operational responsibilities at the expense of policy support for the
Council.

65. Similarly, the Department's work in the field of development planning has,
so far, been somewhat narrowly approached and has not generally resulted in as
wide a range of options as would be necessary for effective policy making.
Moreover, the small unit in charge of providing direct Secretariast support to
the Council has purely servicing rather than substantive suppoit functions.

66. Furthermore, the present relationship between the work of the Department

and that of the United Nations Development Programme reflects the absence of an
organic link between research, economic and socigl planning and policy analysis,
on the one hand, and the planning of operational activities, on the other, except
for a cursory reviev each year by the Council of the report of the UNDP Governing
Council. The problems raised by this situation are described at some length in
section F below on operational activities.

67. Finally, care should be taken not to overburden the central Secretariat

with unnecessary tasks, and to ensure thet there is greater communication between
the Secretariat and the centres of professional aend scientific expertise that
exist throughout the world in Governments, universities and the private sector
generally.

68. In the circumstances, a critical prerequisite for improvement is a
substantial reform of existing Secretariat structures with the aim of:

(a) Ensuring en eppropriate link at the Secretariat level between research
and ana1y51s, on the one hand, and the programmlng of operational activities,
on the other hand;

(b) Strengthening the Secretariat's capacity for in-depth 1ntersectoral
analysis of economic issues;

(g) Improving the Secretariat's ability to draw, on a continuing basis, upon
the inputs and accumulated experience of all parts of the system and to ensure
the systematic and coherent implementation of decisions throughout thé system; and

(Q) Developing closer links between the Secretariat and outside iﬁstitutions;
and =ncouraging the "contracting out" to such institutions of appropriate research -
ass nments, ‘ " ' o
These are the main objectives which the follow1ng recommendatlons are de51gned
to achieve.

69. It should be added thet, in recommending the following changes in the central
Secretariat, the Group of Experts anticipates that there would be no 1ncrease in -
staffing costs; indeed, these changes may result in' substantisl savings that

could Ta utlllzed for operatlonal activities.
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2, Reorientation of the functions of the Department
of Feconomic and Social Affairs

T0. In the view of the Group, & first necessary step towards strengthening the
analyticel capabilities of the Secretariat and enabling it to concentrate its
efforts on the task of providing support, on an interdisciplinary basis, for

the policy-meking funciion of the Council, is to divest the Department of

Economic and Social Affairs of its sectoral technical functions in the economic
and socigl field and. vparticularly, of its sectoral operational responsibilities.
The implications of this measure are dealt with at some length in section F below,
which deals with opetrational activities. It should be stressed hsre, however,
that this step would not only permit the relevant parts of the United Nations
Secretariat to concentrete their energies on the task of providing suhstantive
support to the Council and the General Assembly but would enable the Secretariat
to perform its co-ordination responsibilities with a greater degree of objectivity
than is the case at present. In particular, this measure, by removing the existing
element of competition between the Organization and the specialized agencies

with respect to the execution of operational activities, will greatly assist

the United Nations to obtain the necessary support and co—operation from the
other organizations of the system.

3. Director-Genersl for Development and Internatlonal
Economic Co-operation

T1l. The increasing complexity and importance of development and international
economic co-operation in the United Nations system today requires, in the view of
the Group, a far-reaching reform of the relevant Secretariat structures in the -
United Nations and the appointment of a new official to assist the Secretary-
General in the task of providing effective leaderthip to the various components

of the system.involved in economic and social affairs. In particular, the Group
recommends the establishment, within the. Secretariat, of a new post of Director-
General for Development. and International Economic Co-operation. This official
would be directly responsible to the Secretary-General, would serve as primus
inter pares among the heads of United Nations organizations and agencies dealing
with economic and social affairs and would be in charge of directing all sctivities
at present being carried out by the Department of Economic and Social Affairs

and the various United Nations offices and programmes with respect to research,
policy-making support., interagency co-ordination and operational activities. The
autonomous position of the specialized agencies would, of course, not be affected,
but the new Director-General would seek to promote improved system-wide co-operation.
He would chair the proposed Advisory Committee on Economic Co-operation and
Development , mentioned in the following subsection. He would need to be assisted
in this task by two Deputy Directors-General, one for Research and Policy. and the
other to serve as Administrator of the new United Nations Development Authority.
Under these arrangements. the existing post of Under-Secretary-General for
Economic and Social’Affairs would cease to exist.

T2, The Group belleVes that this structure offers the best possibility of
‘esteblishing an effectlve link at the secretariat level between the research
functions at,present being carried out by the Department of Economic and Social
Affairs and the existing operational responsibilities of UNDP, thereby achieving
the necessary unity of pollcy direction and enabllng each to become a source of
strength for the other. . .
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T73. The practical effectiveness of this measure, from both a managerisl and a
politicel point of view, would, of course, greatly depend in the final analysis
on the personality and capacity of the individual chosen to occupy the new
position. TFor these reasons, and in view of the special importance that the
responsibilities to be assigned to the new Director-General would have for the
entire membership of the United Nations, the Group recommends that his appointment
on the part of the Secretary-General be confirmed by the General Assembly.
Careful procedures would need to be established for the process of selection of
* the candidate, to ensure that the individual chosen enjoys the confidence of all
groups of countries. The implementation of this and related proposals should be
carried out in s manner that ensures the fullest understanding and co-operation
of the specialized agencies as this is a necessary basis for the successful
opergtion of the system envisaged here.

T4, The Group recommends that the post of Director-General should be assigned to
a national of a developing country. at least during those years when the post cf
Secretary-General is occupied by a nationsl of a developed country. If the post
of Secretary-General were occupied by a national of g developing country. this
arrangement would have to be reviewed. (It should be understood that the
reference to developed and developing countries is to be interpreted as embracing
countries with different social systems.) The post of Administrator of the new
United Nations Development Authority and that of Deputy Director-General for
Research and Policy could then be allocated., respectively. to a national of a
developed country and g national of a developing country. The Group further
recommends that the Director-General be elected for his five-year term at the
same time as the Secretary--Genersl is elected for his five-year term. It slso
recommends, however, that if the provosals in this report are accerted. the
Director-General could be appointed on an interim basis in time for his
appointment to be confirmed by the General Assembly at its thirtieth session.

T5. As noted above, a major function of the new Director-General and his staff
should be to assist the central organs of the United Nations in the development
of global policies, the formulation of system=wide decisions and priorities and
the overview of the implementation of such decisions by the various components
of the system. As it builds its capacity for global intersectoral analysis,
this secretariat should progressively be able to function as an early-warning
system geared to providing timely and effective advice to the intersovernmental
organs on major emerging developments in the economic sphere requirine their
urgent action. In order to play this role effectively, the secretariat should
have at its disposal a flexible mechanism for drawing upon the expertise and
knowledge of existing international organizations., national Governments and the
private sector generally.

4. Advisory Committee on Economic Co~operation and Development

T76. During the past three decades, the programmes organizations and agencies of
the United Nations system dealing with economic, social and financial questions
have acquired substantial experience and carried out extensive research in the
field of development. At present, however, although there is wide realization of
the need for an integrated and"multidisciplinary approach to development, there.
are no joint mechanisms for effectively pooling the results of this work.

T7. The Group believes that one effective measure to this end would be the
establishment of a new interagency mechanlsm, to be known as the Advisory Commlttee
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¢on Economic Co-operaticn and Development., under the chairmenship of the new Director
General for Develorment and- International Eccnemic Co-operstion. The Managing
Tirector of IMF., the President of the World Bank., the Secretary-Ueneral of UNCTAD,
the Executive Director of UNIDO, the Directors-General of the ILO, FAO, UNESCO and
WHO, the Executive Secretaries of the regional commissions, the Deputy Director-
General for Research and Policy and the Administrator of the new United Nations
Development Authority would be ex officio members of this Committee. The
Director-General of GATT would also be invited to join the Committee, T/ and the
executive heads of other United Nations asgencies and programmes would be invited,
as necessary., to attend.

78. The main task of the Committee would be to review the world economic and
social situation and bring to the attention of high-level meetings of the Economic
and Social Council, together with its own assessment and recommendations, all
issues which, in its view, require international decisions and actions. Whenever
possible, alternative policy options should be developed for submission to the
Council, either by the Committee as a whole or by any of its members.

5. Joint research, planning snd programming staf?

79. Another condition for the effective functioning of the new secretariat
structure, as regards both its ability for in-depth intersectoral analysis of
development issues and its capacity to ensure coherent implementation of
decisions, is the development of built-in mechanisms whereby the expertise and
experlence of the specialized agencies would be available to the central
Secretariat on a contlnulng basis.

80. To thls.end, the Group recommends the establishment of & small "joint unit"
within the new Director-General's Office to be composed of high-level staff
seconded by the various organizations of the system -~ for a longer or shorter
duration depending on central requirements - and such other highly quallfled
off1c1als as mav be requlred by the D1rector~Genera1

81. As regards the functioning of this joint staff, the Group believes that

the seconded officials should bring to the central office the expertise and
perspective of their organizations, but should be responsible to the new Director-
Genersl and would not ., therefore fbrmallv represent the agencies to which they

bel ng.
~82. The functlons of this 101nt staff would be:

: (a) To serve as a centre for global policy analysis and assessment, in
support of the work of the Advisory Committee and the Economic and Social Council;
and

. (b) To serve as a system~w1de planning bureau for the elaboratlon on
the ba31s of general pollcles and prlorltles 1a1d down by the Councll, of short-

o , 7/ In chap. III, sect. A below, the Group recommends that GATT and the Un1 bed
Natlons ‘enter into a ‘mutually saxlsfactorv agreement providing for a foimal -
“relatlonshlp, including exchange of 1nformat10n and closer admlnlstratlve

“collaborat1on."‘ o : o e , ‘ ot
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and medium-term plans to serve as guidelines “or the programmes of individual
orgenizations. It would also develop budgetary preposals for: joint programmes in
close collaboration and consultation with the Department of Administration and
Management of the United Nations Secretariat and the relevant organs and offices
of the specislized agencies.

6. Functions of the Director-Genersal's staff

(a) Deputy Director-General for Research and Policy

83. The staff under the Deputy Director-General for Research and Policy should be
structured along intersectoral lines and should be so crganized as to ensure that
expertise on major.aspects of development and international economic co-operation
is available to it. This staff would have the responsibility of digesting and
analysing material and inputs coming to the centre from the various sectoral
componients of the system and of preparing on that basis concise documentation for
action by the Economic and Social Council. Flexibility in the methods of work and
the composition of this staff would be essential, as the staff would have to adapt
its work and contributions to the changing requirements of the Council.

(b) Administrator of the United Nations Development Authority

84, The Group believes that, in order to ensure harmony between planning and
operations, it would be useful to establish a post of Administrator of the United
Nations Development Authority., who would be responsible for the functions now
being carried out by the Administrator of UNDP and the executive heads of other
United Nations voluntary programmes and funds for technical assistance and
preinvestment activities (excluding, for the time being, the Executive Director of
the United Nations Children‘'s Fund (UNICEF), as specified in paragraph 141 below).
In addition, this official would slso serve as a Deputy to the Director-General
for Development and International Economie Co-~-operation. At the name time, the
Group recognizes that the eventual consolidation of United Nations funds in the
new UNDA and the designation of the Administrator of UNDA as Deputy to the
Director-General for Development and International Economic Co-operation must be
dependent on the negotiation of satisfactory arrangements regarding the
composition of the new Operations Board and the division of responsibility between
the Board and the Economic and Social Council and the Administrator of UNDA, as
well as a satisfactory definition of the status of the Administrator. Tt is the
Group's expectation that these: negotlatlons could be concluded w1th1n 8 two-vear

period.

v : - 7. Co-ordination arrangements S

85. The main function of the central Secretariat in the field of co-ordination &/

8/ While the existing Office for Inter-Agency Affairs and Co-ordination would
become' a part of the new Director-General's Office, it would have to continue to
maintain direct contacts with other sectors of ‘the Upited Nations Secretecriat to
ensure 1nteragency co-ordination in their spheres of interest. For questions
arising in these areas, it would contlnue to be dlrectly respon31b1e to the
Secretary-General.
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should be to act as & bridge between the policy-meking organs of the United
Nations and the various organizations of the system, by assisting the Council and
the General Assembly in the formulation of policies and system-wide priorities and
ensuring the effective implementation of their decisions within the system. The
above arrangements should thus lead to a progressive reorientation of
co-ordination activities towards the harmonization and integration of programmes
as the planning stage.

8¢, These considerations and the structural changes proposed above have, of
ccurse, also implications for the functioning of the co-ordination machlnery at
he intersecretariat level.

7. In addition to the Administrative Committee for Co-ordination, there are at
)resent two other interagency co-ordinating bodies attended by the executive heads
of the United Nations agencies and programmes: the Inter-Agency Consultative
Board (IACB) of UNDP, chaired by the Administrator, which has no formal
re_ationship to ACC although its meetings are usually held in conjunction with
~those of ACC; and the Environment Co-ordination Foard (ECB), which is chaired by
the Executive Director of UNEP and has been established "within the framework of
ACC". The Group believes that a merger of these twce bodies with ACC would not
only bring about a needed measure of streamlining in the structure of the
co-ordination machinery, but would also serve to promote the establishment of a
closer link between research and operational functions -~ an objective to which
several of the foregoing recommendstions have been addressed.

88. At the same time, the Group believes that there would be merit in meintaining
the two subsidiary bodies which now back up IACB and ECB at the working level,
namely, the Programme Working Group and the Meeting of Environmental "Focal . -
Points", which would function as two subsidiary bodies of ACC.

89. As regards the functioning of ACC and the Preparatory Committee, the growth
of the United Nations system has meant that their membership has, in recent years,
become too large and disparate for the expeditious conduct of business and for in-
depth discussion of key issues. As may be seen from ACC's annual reports to the
Council, there has beer a tendency in ACC to deal procedurally rather than
substantively with the many items before it, including some of the most important
ones. Specifically, there has seldom been adequate consideration of the over=all
approach towards development assistance. The Group believes that the
recommendations concerning the mandate and membership of the new Advisory
Committee on Economic Co-operation and Development would deal effectively with
these shortcomings and would fill a gap which is depriviug the Council of
effective support in a key aspect of its work. In order to avoid duplication,
however, ACC would hav: to be kegt regularly 1nformed of the work of the Adv1sorv
Committee.

90. Much of the detailed co-ordination of programmes in other sectors which
involie a number of agencies, such as natural resources, population and science
and technology, is carried out by intersecretariat sub-committees which report to
ACC through its Preparatory Committee. The Group understands that the reports of
these subsidiary organs are acted upon in most ¢ases not by ACC itself but by the
Preparatory Committee on its behalf. Because many functions have been delegated
to it, the Preparatory Committee has a potentially important role which it has
never been able to carry out‘effecgively because it is composed mainly of '
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officials who have neither the necessary rank nor substantive responsibilities.
The Group recommends, therefore, that the executive heads of agencies should be
invited either to carry out these responsibilities themselves, or if those
responsibilities have to be delegated to another body, that they be represented
on that body by their deputies who would have full authority to act on their
behalf.

0l. Finally, the Group recommends that steps be taken for a progressive
reorientation of the work of the subsidiary bodies of ACC towards joint
programming and planning. The progress made in this direction, and the obstacles
faced, should be regularly and fully reporbed to the intergoveramental organs
concerned.

8. Personnel practices and policies

92. Structural changes in the Secretariat will not suffice to enable it to
perform effectively the support functions required by the central
intergovernmental institutions and to discharge satisfactorily the new and
expanded tasks envisaged in this report. A major effort is also needed to improve
personnel policies and practices with a view to meking the Secretariat staff a
top-quality service dedicated to international co-operation.

93. The Charter of the United Nations requires that due regard be paid to the
importance of recruiting the staff on as wide a geograr>ical basis as possible.
At the same time, Article 101 demands that the "paramount consideration" in the
employment of staff should be "the necessity of securing the highest standards of
efficiency, competence, and integrity". Accordingly, the Grouvp of Experts
recommends that:

(a) Member States and those who bear the principal responsibility for the
management of the international civil service should rededicate themselves to the
Charter requirements concerning the recruitment of staff;

(b) Competitive examinations for United Nations service should be held and
recruitment requirements with regard to academic and other formal qualifications
should reflect the diversity of cultural and socio-economic settings in the
different regions of the world. Countries in a subregion or region should be
permitted, on the basis of mutual agreement, to pool the number of secretarlat
posts allocated to them for purposes of satlsfv1ng the requirements of equitable
geographlcal dlstrlbutﬂon, *

(c) A programme of "pre-recruitment training” should be undertuken to assist
developing countries, particularly the least developed among them, in the training-
of candidates for posts subject to geographical distribution. While the main
purpose of such an operation should be tv train candidates for United Nations
service, the programme should also envisage training for national civil service
since developing countries, especially the least developed, cannot be expected to
send their best technicians unless the programme, at the same time that it
provides traini:.> for service in the United Natlons system, helps to satlsfy
national needs for skilled personnel 9/

~—

9/ See "Report of the J01nt Inspection Unit on personnel problems in the
United Nations" (A/845h (Part I), paras. 210-229).
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(4) Steps should be taken to increase the proportion of women in the
professional category, especially at the senior level;

(e) A United Nations Fellows Programme should be established to bring to the
United Nations system young people of superior ability from all regions of the
world. :

9k. The Group of Experts believes that measures should be taken to upgreade the
skills of United Nations staff members, bring them up to date on new developments
in their fields, improve their morale and enhance prospects for career
development. Accordingly, the Group recommends that:

(a) Consideration should be given to reviving the Staff College project as
part of the development of new and improved training facilities. The Staff
College would not only provide common training to officials coming from different
agencies but would also give them the opportunity to exchange experiences and
establish personal relationships of lasting professional value once they return to
their respective posts throughout the United Nations system. It would thus help
generate a system-wide sense of common identity that would make a singular
contribution to the cohesion of the United Nations family of agencies;

() In view of the rapid pace of change in the various areas of United
Nations interest and acticn, staff members should be encouraged to take
sabbaticals in universities or institutes of advanced study to refresh and enhance
their knowledge and skllls9

(c) staff rules concerning retirement should be applied more rigorously:

(4) Fersonnel rules and practices, particularly in respect of language
allowances for professional staff pursuant to General Assembly resolution
2480 B (XXIII) of 21 December 1968, should be so set and applied as to avoid any
diserimination against staff whose mother language is not one of the official
languages of the United Nations; :

(e) Measures should be taken to improve the United Nations system of career
development, including greater staff mobility within and between different United
Nations agencies; -

(£)  The prcmotibn process should do more to reward ability and initiative,
and administrators should show more willingness to eliminate unprqductive staff;

"(g) There shonld be better and more frequent communication between high-
level and lower-level staff since the latter are often not adequately informed
about the work of the Organization and this adversely affects their morale.

95. . The United Nations agencies should move towards a unified personnel system,
including a unified system of salaries, grading, conditions of service and

. recruitment. - The General Assembly has taken a step in this direction by
‘establishing an International Civil Service Commission for the whole United
Nations system: The Group of Experts, however, noted that in its present form the
. Commission has rather limited mandate and powers. -Accordingly, the Group of

. Experts recommends that the International Civil Service Commission be given
~additional powers and responsibilities to enable it to achieve the objectlve of ‘a
-unlfled perbonnel system as stated above. : .
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96. Given the fact that economic issues require specialized multidisciplinary and
up~to-date expertise on a number of subjects (trade, monetary reform, financing of
economic development, agriculture and food, industrialization, energy and
resources etc.), the Organization needs to recruit staff members competent in
rather technicel and fast~changing areas of knowledge. In the light of this, the
Group of Experts recommends that:

(g) In order for the United Nations to be able to secure the services of
highly skilled specialists, it should have the flexibility to resort to fixed-term
appointments as necessary;

(b) The search for talent should not be limited to foreign ministries and
United Nations missions. An effort should also be made to recruit outstandingly
gualified persons from the academic and scientific communities and from private
corporations or State enterprises;

(g) Careful balance should be achieved in recruitment policy between the
requirements for specialists in their respective fields and the employment, of
high-level generalists with particular experience in field activity who are in s
position to understand the multidisciplinary and intersectoral aspects of
development and international economic co-operation.
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D. Consultative procedures

97. The Group has given consideration to & new system of consultative procedures
vwhich might encourage the more timely and effective implementation of United
Nations decisions. We wish to empha51ze at the outset that these new procedures
do not involve any change whatsoever in the voting procedures of the General
Assembly and the Economic and Social Council, nor do they limit in any way the
right of those bodies to debate and vote resolutions. On the contrary, the
Procedures are designed to enhance the authority of the Assembly and the Council
by making it more likely that their decisions bring concrete results through
appropriate changes in the policy of Member countries.

98. The consultative procedures here proposed sre designed to promote agreement
on major policy issues where agreement might otherwise be unobtainable. With this
end in view, the procedures would normelly be initiated at an eerly stage in the
discussion of a given subject and before the stage of the passing of resolutions,
but, the procedures could also be initiated at the end of a process of debate or
even after a decision where this seemed to be appropriate. It would be for the
Economic and Social Council, if the recommendations in this section were accepted,
to work out these consuliative arrangements in appropriate rules of procedure
which would specify, among other things, the kinds of subjects on which
.consultative procedures could take place.

99. In recommending these consultative procedures, the Group has carefully
considered the experience of UNCTAD in employing the conciliation procedure
provided in General Assembly resolution 1995 (XIX) of 30 December 1964, The. Group
recognized, however, that the UNCTAD procedure would need tc be changed in major
respects to make it appropriate for use in the Council. In particular, the
Provision in the UNCTAD conciliation procedure postponing for a fixed period the
“voting of disagreed resolutions was not regarded by our Group as acceptable. We
also felt that the Council would have to redefine, in ways appropriate to its own
responsibilities, the kinds of subjects with respect to which consultative
procedures could be invoked. On the other hand, our-CGroup felt that some of the
pProcedural innovations in the UNCTAD coneciliation formula might usefully be drawn
upon with respect to the methods of invoking the process of consultation.

100. Consultative groups would be so composed as to be representative of  the
United Nations membership, including countries with a particular interest in the
subject-matter. The groups would be given from one to two years, as the case
might be, to bring in agreed recommendations. Each group would be served by a
full-time chairman with the responsibility of defining issues for con31derat10n,
structuring the discussion and generally working with the parties in the search
.for an agreed solution. The work of Mr. Jeremy Morse, Chairmen of the Committee’
of Twenty on the Reform of the International Monetmary System, was regarded by our
Group as an example of the kind of service that cbuld be performed in the context
'of the Council under the procedures here proposed :

101. In view of the novelty of consultative procedures in the context of the
Council, our Group believes that they should be initiated on an experimental basis,
"with no more than three consultative groups to operate simultaneously in the first
‘biennial Council period. This would reassure members that the new procedure was
' not belng abused and that a large adm1n1strat1ve structure was not belng created.
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102. The consultative procedures would also be applied in UNCTAD organs with a
view to enhancing its capacity undexr the terms of the mandate ‘given to UNCTAD by
General Assembly resolution 1995 (XIX). It would be understood that consultative
groups dealing with intersectoral issues under the Council would be directly
serviced, depending on the subject-matter, by appropriate Secretariat bodies,
including the UNCTAD secretariat.

103. The Group therefore recommends the following arrangements for a system of
negotiating groups under the restructured General Assembly and Economic and Social
Council:

(a) At the request of the General Assembly or the Economic and Social
Council, or upon the motion of one tenth of the members of either body, a smell
negotiating group would be constituted by the Council to seek agreement on a
specific action proposal or related action proposals in the field of development
and international economic co-operation. 10/ Negotiating groups would be of
menageable size, normally between 10 and 30, ;l/ and would include countries
Principally interested in the subject-matter whether or not they were members of
the Council. During the initial two-year period, negotiating groups would only
be constituted by majority vote of the General Assembly or the Council;

(b) Negotiating groups would normally be created at the beginning of the
Council's biennial calendar, although they could be created at other times when
the need arises. These groups would operate for periods of one or two years,
subject to renewal as determined by the Assembly or the Council. The Council
would be kept informed by the negotiating groups of the progress being made by them.
During the two-year period, the Generasl Assembly and the Council wonld be free to
consider subjects under discussion in the groups and to vote resolutions thereon,
but in deciding upon whether to vote a particular resolution, the General Assembly
and the Council would take into account the progress of the negotiations;

(g) Each negotiating group would function under the guidance of a full-time
chairman with the assistance, as necessary, of a small represcntative bureau of .
Vice-chairmen, all of whom would be proposed by the Secretary-General and confirmed
by the General Assembly or the Council, depending on where the proposal for the
group originated. The full-~time chairman would serve for the duration of the
group;

(d) Each negotiating group would operate on the basis of unanimity. When a
negotlatlng group reached agreement, it would report to the Council, which would
adopt the agreement, refer the matter back to the negotisting group for further

lO/ This follows the UNCTAD formula, and would requlre g minimum of
14 countries in the present General Assembly or six in the present Council. " The
precise definition of the type of proposals subject to consultative procedures
would be defined by the Council in an appropriate rule of procedure.

11/ The group could be smaller than 10, of course, if the maJorlty of members
of the General Assembly or the Council so desired. Each group would be open to all
countries with an interest in the subject-matter. However, in case the size of the
group became unmanageable, it would be open to the Council to select the
participents with a view to making the group as representative as possible and
promoting agreement in the Council and the General Assembly.
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consideration, or take such other action as it deemed appropriate. Upon epproval
by the Council, the agreement would be passed to the General Assembly, which canld
approve the agreement, refer the matter back to the group, or take some other
ction; : ‘

. (e) The Council should consider possible arrengemer designed to ensure the
implementation of policy decisions taken by the General Assembly or the Council
after use of the consultative procedures. The aim of these arrangements would be
to promote the necessary action by United Nations Members within the time horizon
required. Action would include the negotiation of formal international agreements,
where appropriate, and consideration should be given to instituting arrangements to
ensure that such agreements are effectively implemented.

E. Plenning, programming and budgeting

104k. Planning, programming and budgeting constitute the processes through which the
broad goals defined in the Charter are translated into more specific targets,
priorities are defined and financial resources are allocated among the various
activities to be undertaken to implement the Organization's policies. The
importance of this aspecl of the structures and procedures of the United Nations

is therefore obvious.

105. The annual expenditures of the United Nations system are approaching

$1.5 billicn a yeer. Scmething under one quarter of this total is accounted for
by the United Nations regular budget. Another one quarter of this total is
accounted for by the 15 specialized agencies, each of whose budgets is drawn up by
a separate secretariat and approved by a separate set of intergovernmental organs.
Still another one quarter is accounted for by UNDP which has its own executive
staff and governing body. Finally, there are a number of largely independent
special-purpose programmes financed by voluntary contributions, ranging from such
long-established operations as the United Nations Children's Fund and the United
Nations Relief and Works Agency to the relatively new programmes concerned with
population, drug abuse, and the human environment. These special-purpose
programmes are growing at a faster rate than the other parts of the budget of the
United Nations system and will soon represent about one quarter of the total.

~ 106. There is an urgent need for over-all policy direection not only between these

four main components of the United Nations system but within the very first
component itself. The United Nations regular budget is put together in a piecemeal
way as a result of independent decisions taken by various units within the
Secretariat and the several dozen boards, cocmmissions and committees to which they

are responsible, such as the functional organizations like UNCTAD and UNIDO,

subordinate organs of the Economic and Social Council like the Committee on
Natural Resources and the regional commissions. It is a budget, in short, that is
put together from the bottom up, rather than from the top down, an aggregation of
demands from specialized constituencies without any systematic evaluation of their
relative importance and without any over-all conception of the purposes for which
the regular budget-should be spent.

 107. Recognition of the deficiences of the programming and financial system of the

United Nations family of agencies led in 1965 to the creation of the Ad Hoc
Committee of Experts to Examine the Finances of the United Nations and the
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Specialized Agencies (Committee of 1k). In 1966, the Ad Hoc Committee issued a
report containing various constructive suggestions regarding, inter alia, methods
of budget preparation and presentation and the development of long-term planning,
programming and budgeting. 12/

108. Since the report of the Ad Hoc Committee was issued, progress has been made
towards more rational programming and budgeting processes through reforms
generally aimed at:

(2) A clearer identification of agency goals;

(Q) Relating goels to medium-term plans and to programmes;

(g) Broadening the range of alternatives considered for achieving these goals;
(1) Formulating programmes in the light of these considerations;

(e) Relating programmes to budgets;

(g) Evaluating the effectiveness of programmes in terms of stated
objectives; and

(g) Feeding this information back into the decision-making process.

109. More recently, the General Assembly established a Working Group on United
Nations Programme and Budget Machinery to recommend further improvements. The
recommendations that follow for changes in the programming and budgeting
structures at the interagency, intergovernmental and secretariat levels should be
considered in conjunction with the recommendations of the Working Group.

110. One of the most important aspects of introducing new systems for planning and
financial management is the assignment of priorities to programmes relative to the
objectives they are designed to achieve. The issue of priority setting can be
approached from several angles. The first is to design lists of criteria which can
help in determining the priorities which draft programmes and project proposals are
to be assigned in the programme budget. A second is to face the political problems
involved in priority setting more directly by determining what "areas of activity"
or what "themes" should be given highest priority in the work programme of the

- Organization. This second approach deals with priorities in terms of what
Programme has the first claim on resources on the basis of its importance in
relation to the themes which are singled out. A third approach deals with
priorities through the allocation of increments to the budget. Under this third
approach, priorities are assigned to programmes, or rather, to organizational units,
on the basis of larger or smaller increments (or reductions) to the ex1st1ng level
of resources.

112. Each of these approaches has its advantages and drawbacks. The third, or

ineremental approach, is easier to handle from a managerial point of view since
programmes are by and large identical with organizational units and programme

12/ "Second report of the Ad Hoc Committee of Experts to Examine the Finances
of the United Nations and the Specialized Agencies™ (A/6343, 19 July 1966).
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managers are ensured a relatively stable resource baese. It also facilitates

policy-making decisions on allocations since these are reduced to questions of

relatively modest increments. Its main drawback is that it is primarily designed

to emphasize relative weights of programmes as a whole, but does not provide any
criterion by which to compare relative priorities to be assigned to components
within the various programmes.

112. The second, or thematic approach, provides, in so far as well-defined "areas
of concentration" can be singled out, a eriterion by which programme components
can be assigned priorities across organizational units. This advantage of a more
flexible and problem-oriented focusing on the issues which are at a given time
considered most salient by tlie Orgenization's membership must, however, be weighed
against the risks of administrative and managerial confusion which are a
consequence of allocating resources on the basis of criteria which cut across
organizational units. The problem, however, can be overcome, as UNESCO's
experience with cross-sectoral programmes demonstretes. Another drawback is the
political difficulties involved in agreeing on "themes" or "areas of concentration"
which are sufficiently precise to serve as criteria for priority setting.
Experience shows that attempts to define such themes have been characterized by o
Vagueness and broadness that make them encompass virtually all the existing
activities of the Organization and are, therefore, unsultable for priority setting
in pract:ce.

113. Any consideration of the problem of priority setting which concentrates on
technical criteria, methodologies ete. evades the basic fect that the setting of
priorities is primarily a political task involving basic policy choices. This is
not the same as saying that well-designed decision-making procedures and well
thought out methodologies and criteria cannct facilitate the making of these
choices. The proposed reforms of the decision-making machinery described in the
foregoing sections should, in faect, contribute to this. In so far as they would
enable the appropriate intergovernmental bodies to define meaningful priority
themes, these could serve to provide criteria both for decisions about the relative
incremental growth of programmes according to their over-all relevance to the
Priority themés and for the priorities to be assigned to programme components
within organizational units. To the degree that the device of intersectoral
Programmes is found compatible with considerations of managerial responsibilities -
as it has been in UNESCO - increased emphasis could be laid on the thematic
‘approach to assign programme priorities to programme components across

' organlzatlonal unlts.

llh.VIt‘is therefore recommended that the appropriate intergovernmental bodies and
secretariat units charged with programming and budeeting develop a ‘thematic ’

. approach to priority setting through such devices as the establishment of ,
intersectoral yprogrammes, to the degree that this is compatible with the managerial
considerations underlying the incremental approach which is at present the dominant
one in the United Nations and some agencies.

1. At the interagency level

115. There should be a harmonization of budget presentatlon throughout the United
Nations systém for purposes of comparability of budget documents in order to
permit Governments and the various intergovernmental bodies to have a comprehen31ve
and clear picture of the functions, activities and work programmes of the United
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Nations and the specialized agencies, so that they will be able to make informed
programme and budget decisions in a system-wide context.

116, Therefore, the Group of Experts recommends that the United Nations and the
specialized agencies take immediate steps to adopt comparable (not necessarily
uniform) programme-budget presentations and a common methodology of programme
classification and description of content. Regular reports should be submitted
to the competent intergovernmental organs indicating the progress made in this
direction and identifying possible constraints.

117. As suggested by the Committee of 1k, the review of the agencies' budgets
envisaged in Article 17, paragraph 3, of the Charter should be performed in such a
way as to enable the agencies to take the recommendations of the General Assembly
into consideration before the adoption of their respective budgets. 13/ Therefore,
the Group of Experts recommends that appropriate steps be taken throughout the
United Nations system to synchronize budget cycles and to set time-tables for
budget preparation, review and approval that will permit the General Assembly and
the Fconomic and Social Council to review the budgets of the specialized agencies
prior to their adoption.

118. There is a particular need to provide Member Governments and United Nations
organizations with a clearer picture of the activities carried out by the
Organization, irrespective of their source of funding, whether assessed or
voluntary.

119. Information about the source and use of extrabudgetary funds in the programme
budgets of the various organizations is at present highly uneven and, with some
exceptions, generally unsatisfactory. Given the uncertainty in the information
which agencies have about such funds, several years in advance at the time of the
preparation of their budget programmes, there are, of course, limits to the amount
and nature of the information which they can provide. Even so, there is room for
improvement in this respect. - ~ "

120. Tt is therefore recommended that (a) the United Nations and the agencies
provide to the extent possible full and compatible information on extrabudgetary
resources in their programme budgets; (b) country programming periods be
harmonized with agency medium~term planning periods; (c) the UNDP and other funds,
which it has been proposed to consolidate, prepare ‘project budgets' for the same
period as the agency budget periods; and (d) UNICEF's programme cycles and
methodologlesJ as far as its development-related projects are concerned be
harmonized with those of +the new UNDA and the relevant agencies.

121. Medium=-term planning is still at the experimental stage in the various
organizations, but, although experiences vary, the exercises have proved their
usefulness as attempts to provide a more forward-looking framework for the
Preparation of work programmes and budgets. While much refinement of planning
methodology and procedure is still needed within'individual organizations, major
emphasis should be given to elaborating medium-term planning because of its
potential high value for integrating the activities of the whole United Nations

o

13/ E/6343, para. 90 (a).
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system. Important steps already taken in this direction include the ACC pledge to
extend the procedures for prior consultations'to medium-term plans. As ACC has
noted in its annual report to the Council for 1973-19Thk, "the extension /of these
procedures/ to the medium-term plans, and their refinement to permit consultations
before the actual drafting of these documents, will make it possible to harmonize
Programmes in the formative stages of their preparation and thus to assist the
Council in obtaining greater cohesiveness in the activities of the system". 14/
Similarly, the decision to carry out joint interagency planning in the rural
development area on an experimental basis constitutes an encouraging step forwerd.

122. Both of these steps could be further developed. In order to assure the
Council and other responsible intergovernmental bodies thet the prior consultations
on medium-term plans are carried on in a productive manner and actually produce
results in terms of better co-ordinated plans, the agency secretariats, or ACC,
might be instructed to report on these results on a regular basis. The joint
planning exercise might be seen as a first step towards genuine system-wide
medium~term plannlng, as has been suggested by UNESCO's former Director-General
and the Director-General of WHO. To prepare such plans, based upon sectoral inputs
from the agencies, a joint interagency planning unit might be established, to work
with the staff of the Director-General for Development and International Economic
Co-operation, as proposed below.

123. It is, therefore, recommended that the results of prior consultations on
medium-~term plans be regularly reported to the Economic and Social Council
(through the Committee for Programme and Co-ordination (CPC)) and to the governing
bodies of the agencies in question, and that a joint interagency planning unit be
established for the purpose of preparing system-wide medium-term plans.

12k, Co-ordination should not, as it has often been said, be an end in itself but
an integral part of the process of planning, programming, budgeting and priority
setting and a natural by-product of these processes. As Inspector Maurice Bertiand
of the Joint Inspection Unit noted in his report on medium-term planning, "the
general adoption of programming can make sense ... only if it promotes the
harmonization of methods and paves the way for the integration of programmes. 15/

125. The introduction of programme budgeting in the United Nations and the agencies
has made it possible to get an over-all, if somewhat imperfect, impression of
what these organizations do in their various, and often closely related fields of
activity, something which was totally impossible under the old objects~of-
expenditure budgets. Co-ordination will be facilitated by the harmonization of
programme budgets, as recommended above, which will provide Governments and the
various governing bodies with a clearer picture of the system's activities and
their interrelationships. The various bodies charged with 'co-ordination' would
~ thus be able to emphasize not just the well-known negative (and not very
31gn1flcant) aspect of co-ordination concermned with avoiding wasteful duplication
" and overlap but also the more positive and meaningful aspect of 1nterrelat1ng or . §
concertlng the ‘activities of the sy:tem. ‘ o
.126 Thus, with comparable programme budgets, it should be p0551ble to carry out on
-} systematlc basis cross-organlzatlonal programme analyses in fields where several

lh/ E/5h88, para. 29. L | | |
15/ A/9646, para. 4. h - E
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organizations are active. The number and importance of such fields has grown in
recent years with the growing recognition of their interdisciplinary nature. A
first step in the direction of concerted programming has been made with the wmgcent
changeS‘in the procedures for prior consultations on work programmes among the

genc1es. As with consultations about medium~term programmes, it might be useful
if agencies reported the results of the consultations to the responsible
intergovernmental programme bodies. The establishment of functional groups (on
the consequences of the green revolution and on employment) was a useful step in
the same direction. A logical further step would seem to be the translation of
the outcomes of such exercises into joint progremming in those fields, where a
close functional interdependence between the tasks and activities of two or more
agenciles Jjustify it.

127. It is therefore recommended that (&) the results of prior consultations on
the work programmes be reported 1o the Economic and Social Council (through the
Committee for Programme and Co-ordination) and to the governing bodies of the
agencies in question and (b) the United Nations and the agencies utilize the
system of programme budgeting to develop their cc—operation in related programme
areas into joint programming.

2. At the intergovernmental level

128. There should be a mechanism to link the processes of programme formulation
and budget review at present divided between the Economic and Social Council, the
Committee for Programme and Co-ordination and the Second and Third Committees of
the General Assembly, on the one hand, and the Advisory Committee on
Administrative and Budgetary Questions {ACABQ) and the Fifth Committee of the
General Assembly, on the other. In section B of this chapter, it is recommended
that the Economic and Social Council assume responsibility for the examination of
both programme budgets and medium~term plans in the economic and social field.

120, One of the most obvious deficiencies of-the United Nations planning system
as it exists today is the lack of a sufficiently high-powered and authoritative
intergovernmental body concerned with the over-all review of the multifarious
programmes proposed by the many subordinate bodies within the Organization. The
FEconomic and Social Council itself; though charged with this function in the
Charter, is too large and unwieldy to perform it effectively without the _
assistance of a subordinate body. The Committee for Programme and Co-ordination
should, in theory, undertake the task on behalf of the Council but, in practlce,
it lacks sufficient authority, expertise, resources and time to perform it
effectively.

130. To assist the Council in the performance of the expanded functions envisaged

for it in the fields of‘programmlng and. plannlng, the Group of Experts recommend§?;'”

that:

(a) The Committee for Progrsmme and Co-ordination be strengthened to make
it a more effective body for reviewing programmes and determining priorities and,
thus; for achieving a coherent and deliberately chosen balance among the wide-
ranging activities of the subordinate bodies of the Upited Nations. The Working
Group on United Nations Programme and Budget Machinery set up by the General
Assembly has ‘made proposals to enhance the role of CPC by giving it the task of

recommending priorities among- Unlted_Natlons_programmes and real. growth rates for

37~



their budgets and of reviewing the programme budget and medium-term plen in
alternate years. 7The Group fully endorses the proposals of the Working Group
designed to strengthen the role of CPC but believes that, for this purpose, it
needs higher and more expert representation and should be able to devote far more
time than at present (several weeks) to this important and complex task;

(p) As a long-term goal, the United Nations should work towards a single
body to advise the Economic and Social Council as well as the General Assembly
with respect to the review, approval and evaluation of both progreammes and
budgets. This could be a small body representative of the different groups of
Member States composed, of highly qualified individuals nominated by Governments
but serving in their personal capacity. The ACABQ, whose small membership of 13
adequately balances the groups of developed countries, developing countries and
socialist countries, might eventually be transformed into such a body.
Alternatively, the membership of CPC might be adjusted to meke it the small,
balanced group necessary for this task. A first step towards the establlshment of
a single programme and budget body might be to promote more frequent and effective
consultations between CPC and ACABQ.

131. An essential element of programme budgeting is effective monitoring of

. programme implementation and appraisal of programme accomplishments, since policy-
making bhodies need such data in order to be able to make informed and intelligent
decisions concerning different programmes that should be undertaken or continued,
determine the activities that should be terminated or scaled down, and examine
alternative means of accomplishing programme objectives. As things stand now, new
activities keep being added to existing ones (some of which may have become
unnecessary or less necessary) and are accommodated in the budget by increasing
appropriations. 16/ To a great extent, this state of affairs mey be attributed to
the fact that "work on evaluating the results achieved after budget 1mplementat10n
still lies within the realm of theory, and that, despite the reports on
implementation and calls by the governing bodies for improved methods of
appraisal, no real check is kept on the secretariats". 17/

132. The Group of Experts, therefore, recommends the establishment of a mechanism
for continuing supervision and evaluation of programme implementation for the
purpose of furnishing the competent intergovernmental organs with informstion on
programme management and execution and on the progress made towards achieving
programme objectives. Towards this end, a small body of independent experts,
functioning on a full-time basis, should be created. Alternatively, the Joint
Inspection Unit should be transformed into such a body.

3. .. At the secretariat level

- 133. :High~level machinery should be strengthened for centralized policy direction
with respect to programming and budgeting in the United Nations itself. The Group
of Experts welcomes the Secretary-General's initiative to establish a high-level
programme and budget review committee, composed of the heads of the principal
units of the Secretariat responsible for programming in the economic, social and

16/ See Off101al Records of the General Assemblv, Twentv—elghth Se5510n,
- Supplement No. 8 (A/9008), para. 19. .

17/ A/9646, 13 June 197k, para. 122.
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human rights fields, on the one hand, and of those in charge of administration, on
the other, to establish the financial guidelines and programme priorities
according to which departmental estimates should be prepared. 18/ The Group
recommends that this machinery be further developed with a view to the
rationalization of the United Nations programming snd budgeting process. As
recommended in section C.5 asbove, the Joint staff to be created within the Office
of the new Director-General for Development and International Economic Co-operation
should serve, inter alia, as a system-wide planning bureau for the elaboration, on
" the basis of the general policies and priorities laid down by the Economic and
Social Council, of short- and medium-term plens to serve as guidelines for the
programmes of individual organizations. In addition, it should have the function
of developing budg.tery proposals for joint programmes in close collaboration and
consultation with the Department of Administration and Management of the United
Nations Secretariat and the relevant organs and offices of the specialized
agencies. :

Y

18/ See A/C.5/1429, 20 April 1972, para. 22 (b), and Corr.2.
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¥. Operational activities

1. Introduction and background

134. At the time the United Nations and the other agencies of the system were
created it was envisaged that those institutions would promote international
co-operation with respect to problems falling within the purview of their
respective Charters through the dissemination of information, standard setting and
pelicy analysis and guidance. Thus, with certain exceptions, notably the World
Health Organization and the financial institutions of the system, United Nations
organizations were not specifically assigned responsibility for operational
activities. However, in the past three decades, as international concern for
developmental problems gradually increased, the operational activities of the United
Nations grew steadily to the point where today they represent the largest part of
the activities of the organizations of the United Nations system. Ixpenditures
from voluntary extrabudgetary funds represent about two thirds of the total
expenditures of the United Nations system, excluding the World Bank Group and the
International Monetary Fund.

135. Over the years, initiatives to establish new voluntary funds have contributed
decisively to expanding the scope and intensity of international co-operation.

The establishment of new funds, by their appeal to special constituencies, has
resulted in a mobilization of additional resources for international co-operation.
The question arises, however, whether the costs of this process in terms of
administrative duplication and inefficiency and »esulting difficulties for the
administrations of recipient countries, are pnot beginning to outweigh the benefits
heretofore derived from'the multiplication of separate funds. The Group believes
that this evolution is beginning to undermine efforts to programme the activities
of the United Nations system in a more rational and comprehensive manner and more
in accordance with the real needs of developing countries.

136. The fragmentation of funds is, in the opinion of the Group, reaching a point

of diminishing returns where it merely results in splitting the flow of voluntary

resources into more rigidly divided separate funds. In the process it is reducing
their total effectiveness and efflclency - There is a strong case, therefore, for

reversing this trend.

137. In the light of thren. decades of experlence with operational activities, the
concept of technical co—operatlon needs to be reoriented. Since its inception, the
prevailing concept governing technical co-operation was mainly the transfer of know-
" how to developing countries through experts' services and training facilities. It
is now acknowledged that while this concept was valid and important results were
obtained, the magnitude of the task had been vastly underestimated. The transfer
of knowledge through individuals (experts and local counterparts) is only one step
in a complex chain of development assistance comprising transfer of know—how and
technology, pre—lnvestment aid and the transfer of real resources.

138. In the years,ahead, ;nternatlonal co—operatlon in technical assistance will
. continue to play an important role. At the same time, it must be realized that
the problem of transfer of know-how and technology is intimately connected with
the absorptlve capacity of a given "milieu". Technical assistance can significantly
-~ increase that absorptlve capa01ty. This requlres however, that much greater

- . emphasis in technical assistance efforts should be given to national institution
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building and.that international systems should reinforce local initiatives in
harmony with national aspirations. Care should be exercised not to superimpose on
recipient countries inappropriaste foreign concepts or costly international
networks.

139. The specialized agencies of the United Nations system have made major
contributions as agents for the transfer of technical knowledge to developing
countries. They should continue to make such contributions in the future. But
they were initially established to systematize ccisultations and set stnndards on a
world scale on issues of global interest. There is & danger that their brain power
may not be used to full advantage if they are obliged to devote their attention to
logistical and operational problems at the expense of their substantive
responsibilities and objectivity. We feel, therefore, that there should be some
planned redirection of the agencies' role with a renewed emphasis on their original
functions in their specialized fields of competence.

2. Recommendsations

140. In the light of the atove considerations, the Group of Experts recommends that
the following measures be taken with respect to the operational development
activities of the United Nations system financed by extrabudgetary resources.

(a) Consolidation of operational activities and funds

141, A1l United Nations funds for technical assistance and pre~-investment activities

should be consolidated for the purpose of more effective policy making.
administration and management into a new United Nations Development Authority.
Certain small funds for capital investment should also be consoliaated, as
hereinafter specified, in UNDA. The Group believes that the consolidation here
proposed will lead to substantial administrative economies and a useful flexibility
in the blending of funds for certain kinds of projects, for exampie, the use of
development and environment funds for projects related to soil and forestry
resources. The Group also believes that this consolidation will better meet the
needs of all recipient countries. The Group does not recommend the inclusion, for
the time being, of UNICEF in this consolidation. This move could, however, be
considered at some future stage, taking into account the unique character of
UNICEF's role within the system. 19/ With respect to trust funds establis.ed by
individual donors, their future dlsp051t10n would be subject to further study and
negotiation among 1nterested;part1es. :

(p) Maintenance of separate identity of funds

142, In the consolidation of funds under a single administrative and management -
structure, the separate identity of the funds would be maintained so that donors™
would continue to have the right to earmark contributions for partlculargpurposes,
a right which the Group believes will encourage a higher level of total
contributions. The Group recommends, therefore, that, under the consolidated

19/ In sect. E, para. 120, above the Group recqmmends that UNICEF's :
programme cycles and methodologles, as far as its development-related projects are
concerned, should be harmonized with those of the new UNDA and the relevant
agenc1es. :
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administration, management and policy-making structure here proposed., separate
accounts be kept for identified programmes and that existing practices for
earmarking funds to particular programmes should be permitted to continue.

(g) Integration of intergovernmental policy-meking organs

143. Under the present intergovernmental arrangements, the governing bodies of the
various funds for the most part perform a dual function, being responsible for both
policy meking and menagement of the operational programmes and funds under their
authority. In lieu of this arrangement the Group of Experts proposes that there
shculd be a single governing body responsible for reviewing the operational
activities of the United Nations .system as a whole and providing over-all policy
guidance within the context of global development strategies. In the opinion of
the Group, the Economic and Social Council is the appropriate body to perform this
policy-making function since it is fitting that global policy making on operational
activities be part of the responsibilities of the body charged with the task of
formulating global development policies. This arrangement would not only promote
the integration of global policy and operations but would also aveid the
duplication of discussions that debates in the various governing bedies and the
subsequent Council review of reports of the voluntary programmes and funds entail.
For this purpose, as recommended in section B, paragraph 46 {d) (ii) above, the
Economic and Social Council should include in its programme of work an annual
session devoted to a global review of operational activities.

(4) Integration of management bodies

144, In the light of the above considerations, and in order to ensure a sounder
management of operations, the Group recommends that there should be a consolidation,
as early as possible and under appropriate administrative arrangements, of
intergovernmental structures such as the UNDP Governing Council, the. UNEP Governing
Council, the United Nations/FAQO Intergovernmental Committee of the World Food
Programme and the Board of Governors of the Special Fund, and that these bodies
should be replaced by a single Operations Board which would be responsible for the
conduct of the general operations of UNDA and would exercise all the powers
delegated to it by the Economic and Social Council.

145, The 'mandate of the Operations Board would extend to all operational funds
currently administered by the United Nations, UNDP (including the Capital
Development Fund, the United Nations Volunteers programme and the United Nations
Revolving Fund for Natural Resources), the United Nations Fund for Population
Activities (UNFPA), UNEP (including the United Nations Habitat Human Settlements
Foundation), the World Food Programme (WFP) and the Special Fund. Its membership
should be relatively small (18-27) and equitably balanced between net donors and

. net recipient countries. There should also be appropriate representation of.
countries with different social systems. It would be in a position to function on
a year-round basis, as necéssary, and would not be confined to.members of the

- Economic and Social Council. It could establish subgroups to deal with subjects
not directly related to economic and social development, such as a subgroup for
disaster relief and emergency assistance, and a subgroup for drug abuse control or.

~ -other activities.. The Board and its subgrouns would be in close contact with the

'Adm;nlstrator to assist 1n management furotlons._
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(g) Integration at ‘he secretariat level

146. A greater degree of policy guidance and direction of operational activities at
the intergovernmental level requires a parallel strengthening of the central
secretariat structures. The' Group's proposals to strengthen and streamline
existing secretariat structures are designed primarily to permit the Secretariat

to perform more effectively its support functions to enable the intergovernmental
organs to discharge in a satisfactory manner theilr functions of global policy
meking end integrated system-wide planning and programming with respect to
operational activities. Those proposals are also made in the anticipation that
there would be substantial savings in staffing by replacing several separate
administrative structures by & single administrative structure. The savings could
be utilized for operational activities. As noted earlier in section C, one of the
major purposes to be served by restructuring at the secretariat level is to achieve
a closer relationship between research and planning, on the one hand, and
operational activities, on the other. In pursuit of this objective, the Group makes
the following recommendations:

(i) As stated in section C above, the proposed Director-General for
Development and International Economic Co-operation would have two
Deputy Directors-General, one of whom would be responsible for the
administration of the United Nations Development Authority;

(ii) In the consolidation of funds under the proposed United Nations
Development Authority, the separate identities of certain administrative
units should be maintained, notably in the case of populdtion,
environment and other areas where this would fac111+ate fund raising or
operations; :

(iii) Under the arrangement set forth above, the present Department of Economic
and Social Affairs, which would become part of the secretariat under the
authority of the Deputy Director-General for Research and Policy, should
be relieved of the responsibilities at present performed by the Office of
Technical Co-operation, which would be transferred to UNDA, when
established. The sectoral/technical functions of ESA should be
progressively transferred to other parts of the system as soon &s
satisfactory arrangements can be worked out, with the understanding that
certain technical functions would remain at the centre. The secretarlat
units performing functions cutting across sectoral areas, such as
stabtistics and public administration, would continue to provide, as
approprlate the necessary substantive support services.

147. In making the foregoing recommendations, the Group notes that the various
technical assistance and pre-investment funds have hitherto functioned under
effective administration, which should not be prejudiced in the process of ,
structural reform, and that there must be conf1¢ence in the new arrangements before
they are. fully implemented. ' : »

148. The Group, therefore, recommends that the eventual consolidation of funds into
the new UNDA and the designation of the Administrator of UNDA as Deputy to the

- Director-General for Development and International Economic Co-operation must be
dependent upon the negotiation of satisfactory arrangements with respect to the
composition of the Operations Board and the division of responsibility between the
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Boa?d and the Economic and Social Council and the UNDA Administrstor, as well as a
satisfactory definition of the status of the Administrator. It is the Group's
expectation that these negotiations could be concluded within a two-year period.

(£) Execution of projects

149. In the Group's view, a genersl principle that should govern arrangements for
technical co-operation is that each project is first and foremost an undertaking
~of the country concerned, rather than of the assisting organization, and must be
viewed as an integrdl component, marginal but decisive in some instances, and as

a catalyst of the country's total development effort. In this connexion, due

account should be taken of the fact, also noted by the Administrator of UNDP, that
- many recipient countries have developed over the years the necessary capacity in
terms of availability of expertise, consultant services and material equipment

for implementing UNDP projects. 20/

- 150. The Group therefore recommends that

(i) Management decisions with respect to the execution of projects be
" governed by considerations as to which mesns of implementation are the
most economical and effective so that savings in administrative costs
may be made available for development purposes. The long-term
requirements of recipient countries, particularly with regard to
institution building and the development of national expertise, must
also be fully borne in mind; .

(ii) Recipient countries be given greater flexibility with respect to the
' execution of field projects. Towards this end, the administering
- authority should study the best method of implementation in close
‘consultation with the recipient country, taking into account the latter'
capabilities. Responsibility for the execution of projects need not be
_ automatically assigned to the specialized agencies, but could be
entrusted to: the recipient Government itself; institutions in the
recipient country; appropriate consultants, universities, contracting
agencies or firms etec.; institutions of other developed or developing
countries; the new United Nations Development Authority; regional
commissions (particularly for regional and subregional projects).

[}

: _(5) ‘Information systems

151. During the past five years, some progress has been made in the co-ordination

" "of information systems, pursuant to the recommendations made in A Study on the
Capacity of the United Nations Development System (bp/5, vols. I and II),

~ ‘concerning the establishment of a United Nations information system to serve
United Nations development policies. Satisfactory results are alsc being obtained

in the operation of agency information systems with specific objectives, such as

gg/-"Thécfuture’role.of UNDP in world deVelbpmenﬁ in the context of
_ the preparations for the seventh special session of the General Assembly:
_ report of the Administrator of UNDP" (DP/1lk, 24 March 1975).
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UNISLISY, the world science information system, a joint product of UNESCO and the
Tuberuabional Council of Scientific Unions, and AGRIS, which is FAO's
international information system for the agrlcultural sciences and technology. As
a result of recent meetings held under the aegis of the International Development
Research Centre of Canada, there is also a development science information

system (DEVSIS).

152. To promote an interdisciplinary approach at the conceptual level to
development assistance, as well as to project implementation at the intersectoral
level, the Group of Experts recommends that the new United Nations Development
Authority should have access to a co-ordinated information system ensuring (a) the
effective and co-ordinated collection and evaluation of data by the various
agencies and branches concerned, and (b) ‘the compatibility and reliability of data
to be used by decision makers at the national and international levels. To this
end, the greatest degree of co-~operation between the national and 1nternat10na1
agencies concerned will be required.

(r) Evaluation

153. The Group believes that the existing evaluation machinery should be
strengthened so as to reflect more fully the interrelated character of development
activities. The Group, therefore, recommends that an independent system of
evaluation and monitoring of projects be set up by UNDA, in co-operation with other
United Nations agencies, to ensure that at the eritical stages of project
operations & process of independent evaluation should take place benefiting from
all relevant intellectual inputs, including those of the government ‘authorities
concerned, the executing agency directly respongsible and other agencies: whose
contribution can be relevant to the proper evaluation of the project. This
indepondent system should also call on outside advice. It would present its
report to the Administrator of UNDA.

(i) Supporting systems for project implementation

154, The Group recommends that UNDA initiate a general review of procedures

. covering the recruitment of experts, the procurement of equipment and
subcontracting arrangements at all levels, with the assistance of all agencies
operating in the field, using the advice of the Worldé Bank, UNICEF and, if
possible, the regional ccmmissions, the regional banks and national a331stance'
agencies. The aim of this review would be, inter alia, to ensure that field
projects receive the necessary logistical support taking full advantage of local
supplies and equipment as well as local potential in the fields of transportatlon,
communications and other relevant aspects which may also be made use of in
connexion with projects in other countries of the region. in this connexion, full
use should be made of the experience accumulated by the United Nations Field -
Service in the operation of transport., communications and maintenance systems.. The
Field Bervice's experience has, so far been used to support peace-keeping
activities:; its potential could, however also be utilized in approprlate'
 01rcumstances to support development activities. ‘

e

(i) Role of the resident representative

155. The Group recommends that to ensure greater coherence in policy and _
operations at the country level, the resident representatives, who play a key .
‘co=ordinating role at this level, should represent the whole United Nations system
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within a country in the economic sphere. There should be full implementation of
the Consensus adopted by the CGoverning Council of UNDP in the summer of 1970 and
later in the year by the General Assembly, which, inter alia, provides that the
resident representatives should have uwltimate authority on benalf of the
Administrator for all aspects of the programme at the country level. and should,
"subject to the agreement of the organizations concerned, be the central
co-ordinating authority on their behalf for the other development assistance
programmes of the United Nations system" (General Assembly resolution 2688 (XXV),
annex, para. 63).

(x) Relations with IBRD and other agencies

156. The value of the United Nations development work in the past has been
reduced because of a somewhat inadequate working relationship between the United
Nations and the International Bank for Reconstruction and Development. There has
been a danger in the United Nations undertaking, on a smaller scale, with more
limited resources, some of the same functions as the Bank. The risk of
duplication and overlapping has occurred, especially in the preparation of country
programmes and in visits of a succession of missions to discuss development plans.
It has also occurred with regard to assistance activities in the field of
development planning, such as in the case of missions of the United Nations
multinational interdisciplinary development advisory teams (UNDAT) and the
Advisory Planning Service of IBRD. For the developing countries, this has
involved a duplication of effort in preparing successive presentations of
development proposals.

157. The Groupﬁbelleves that it is of the greatest importance that the new.
UNDA establish the closest possible working relations with the World Bank.
Moreover, the recommended merger of the other voluntary funds with the new UNDA
will make it possible for the country programmes to cowver a broader range of
operations, including those in the fields of population, environment and so on.
The Group, therefore, recommends that the country programmes of UNDA and the
World Bank should, in the future, be co-ordinated and harmonized.

158. In the view of the Group, it is equally important that there should be the
fullest possible exchange of information, experience, ideas and personnel between
the United Nations and the Bank. The Group, therefore, makes the following
recommendations: » ' :

(i) There should be the closest possible contacts between headquarters staff
in the new UNDA and in the World Bank;

(ii) In field operations, UNDA should, in suitable cases, engage staff from
other agencies, including IBRD, on an individual bas1s,

~ (iii) Whenever. possible, UNDA/IBRD/IMF country missions should be organlzed
: jointly. :

159. The main aim of the above recommendations is to achieve a situation in which
the United Nations system as a whole is engaged in a joint development effort
designed to promote, through closely related efforts, the best interests of the
peoples concerned .
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(1) Co-ordination at the national level for policy-making and operational
activities

160. As regards both policy meking and operational activities, it is necessary
to strengthen co-ordination at the national level since co-ordination at the
international level depends, to & significant degree, on the existence of
governmental co-ordinetion of national policies and programmes.

161. The Group, therefore, considers it advisablg that Member States establish
within their Governments arrangements for high-level co-~ordination and review of
multilateral affairs and operations, where they have not already done so. ’
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G. Regional structures

1. Objectives

162. The Group of Experts is aware that several studies are being made or are
under consideration on this subject, such as the reports of the Joint Inspection
Unit and of the Secretary-General on regional structures being prepared pursuant
to Council resolution 1756 (LIV) of 16 May 1973, and the Joint Inspection Unit
report on the decentralization of the economic, social and related activities and
the strengthening of the regional commissions. In view of this and of the limited
time that was available to it, the Group gave only general congideration to the
complex structural issues st the regional level.

163. The Group believes that an essential component of structural changes within
the United Nations system should be measures directed at strengthening the role of
the regional commissions in (a) fact finding, evaluation and analysis,

(b) integrated policy meking at the regional level, and (¢) policy guidance and
co-ordination of regional operational activities. The Group believes that
regional action often results in a better identification of the objectives and
needs of the interested parties and avoids the generalization of norms that are
not adequate for the conditions of certain countries or regions.

164. Structural changes will be necessary in the regionsl commissions, at both the
intergovernmental level and the secretariat level, to align them with the
structural pattern proposéd for the centre.

165. It is recognized that there may be significant differences in the
requirements of the various regions in this respect: developing regions, such as
Asia, Africa and Latin America, may require a structure and mey need to adopt
policy objectives somewhat different from those of the Economic Commission for
Furope, most of whose members are developed countries with different political
conditions.

166. Changes should be made in relations between the central and the regional
structures to promote the following objectives:

(a) A greater policy-making and executive co-ordination role for the
regional commissions in the operational sphere, under the over-all policy guidance
of the strengthened Economic and Social Council, in recognition of the fact that
there is a great, still largely untapped, potential in the regions for the
. implementation of projects of regional and/or subregional scope;

(b) A more rational division of labour in which global problems would be
dealt with by the centre, while the regional commissions would implement :
regionally, as appropriate, global policy decisions and would enjoy a considerable
autonomy regarding programming and recruitment»questions; and :

(c) A sustalned and. mutually relnfor01ng relationship between the

-organizational centre and the regions in which the regional commissions would
- provide indispensable inputs for the. fact_flndlng, evaluation, policy-making and
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operational functions performed at the centre and would, in turn, receive policy
guidance and operational support from the centre.

16T. With respect to the membership patterns of the regional commissions, the
Group envisages three possible alternatives, recognizing that different solutions
may be appropriate for different regions:

. (2) Membership confined to countries of the region, developing and
developed, with outside countries participating as associate members;

(b) Outside countries participating as full members (as in the Economic
Commission for Latin America and the Economic and Social Commission for Asia and
the Pacific today);

(g) Membership composed exclusively of the developing countries of the
region. This pattern would emphasize co-operation aumong developing countries in
the region but might complicate the assignment to the regional commissions of
operational responsibility for regional and subregional projects;

(d) A combination of (b) and (c). The regional commission would be composed
exclusively of developing countries and would be responsible for fact finding and
standard setting, as well as for reporting to the Council on the entire range of
activity of the commission. At the same time there would be a new organ within
the commission including, in addition to the developing countries, developed
countries having co-operation programmes in the region and the representatives of
all the programmes operating in the region, United Nations or other, official or
private. The main function of this organ would be to co-ordinate these
co-operative activities.

2. Structural changes

168. The Group makes the- following recommendations for structural change at the
regional level:

(a) On the operational side, the regional commissions should play a more
active role in identifying, initiating, formulating and executing regional and
subregional programmes and projects;

(p) Subject to the observance of agreed criteria and standards,
decentralization of activities to the regional commissions should include all -
responsibilities relating to their substantive and administrative support
services. In addition, the International Civil Service Commission should be asked
to consider the feasibility of greater decentralization to the regional
commissions with respect to the recruitment of staff;

(c) Since all sectoral and regional studies on the economic situation should
be made to converge in the Economic and Social Council, the regional commissions
. should perform their fact-finding task not only in connexion with their regional
‘responsibility but in such a way as to contribute to the'Council's.global
assessment. It would be necessary, therefore, for the'commissions to single out
in their fact-finding processes those elements that have significance beyond the
regions and whlch are, as a result, of partlcular relevance to the centre;
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(g) In performing their policy-making functions, the regional commissions
should make a distinction between strictly regional matters and those that extend
beyond the region or apply to more than one region. In the latter case, the
proposals from the commissions should be designed to assist the Council in the
performance of its global policy-making function. In their policy making, the
regional commissions should be guided by the policies laid down by the Council;

(g) The regional commissions should promote and intensify regional economic
co-operation that best corresponds to the needs and interests of the regional
community as well as those of the global community.

H. Co-operetion among developing countries

169. World conferences devoted to trade, industry and agriculture, as well as the
sixth special session of the General Assembly and the relevant declarations and
action programmes adopted at these conferences have called for the achisevement of
an increase in the share of the developing world in the fields of trade, industry
and agriculture within a given period of time. The realization of these targets
will obviously depend on the restructuring of the currently unequal relationships
- between the industrially advanced countries and the developing countries in favour
of the latter. What has perhaps not received equal attention is the imperative
need to achieve an expansion in industry and agriculture and an increase in trade
among the developing countries through increased co-operation among themselves not
only within the treditionally accepted regions or subregions but globally.

'170. In the United Nations system at present there is an incipient awareness of
the growing importence of this problem. The resolutions adopted by the General
fissembly at its recent sessions are a manifestation of this concern. The Working
Group on Technical Co-operation among Developing Countries set up by UNDF has made
a very useful preliminary analysis of the situation and the potentialities it

- offers in the specific field of technical co-operation. More recently, the Trade
and Development Board of UNCTAD has set up a working group to make a somewhat more
comprehensive survey of the scene.

_ 171. These represent however, only tentative and preliminary efforts. The United

" Nations system should be geared to undertake more specific measures to accelerate

co-operatlon among developing countries in trade, industry and agriculture, as
well as in other related flelds of development.

“172. As already explalned 1ncrea51ng co—operatlon among developing countrles is
‘an essential and 1ntegral 1ngred1ent in the process of building a new, more
“rational and Just 1nternat10nal economic order. Furthermore, the availability at

this juncture cof investible funds within the group of developing countrles

: -provldes an 1mportant 1mpetus to developlng such measures.

‘ 1{3. Several suggestlons have ‘been offered as to the measures that mlght be taken.

(a) Development of a comprehen31ve and up-to—date information system. This
would enable developlng ‘countries to identify potentlalltles for development
“having regard to known avallablllty of various indi'genous factors of production,
expertise from other developlng countries and appropriate technology Wide
. dlssemlnatlon, ready access and referral should eharacterlze this system.,
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(b) Mobilization of resources. An integrated approach is necessary for
tapping the investible resources availeble within the group of developing
countries. The institutional apparatus of the Bank and Fund and other agencies
and institutions, including regional development banks and other regional
services, should consider evolving new schemes and arrangements, possibly including
underwriting of risks.

(¢) Institutional and financial support could be provided by various
economic co-operation schemes, including organizations of the United Nations
system, to plans for export credit guarantees to increase trade smong developing
countries.

(g) Subject to experience and qualifications being equal, nationals of
countries with comparable and applicable experience should be given preference in
the recrultment of United Nations experts.

(e) Parallel to action at the intergovernmental level, action at the
technical and industrial level could also be promoted. Selected groups of experts
could be set up to develop contacts as well as specific projects. Such groups
would deal with specific industries or sectors and draw experts from the relevant
fields. 21/ ’

174. The Group recommends that the General Assembly at its seventh special session
give consideration to initiating a programme of action in this field and also set
up joint machinery for follow-up action.

21/ These groups might be modelled after the International Lead and Zinc
Study Group but with a broader objective of providing co-operation among
developing countries by way of joint ventures ete. Another possibility would be
to model the group after the Industrial Committee of the ILO, where there is
tripartite representation of Government, employers and workers, but again with a
different mandate. ’ '
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Chapter IIIX

STRUCTURES FOR SECTORAL ACTIVITIES

Introduction

175. In view of the limited time available to discharge the task entrusted to it,
the Group of Experts, in reviewing sectoral activities, concentrated its attention
on developments in the fields of trade, internationsl monetary reform, development
financing, agriculture and food, and industrialization, in compliance with its
mendate under the relevant paragraphs of General Assembly resolution 3343 (XXIX).
However, it was not able to devote to all of these sectors the detailed attention
vhich their complexity and importance warrant, nor was it able to consider, as it
would have wished,'other 1mportant sectoral act1v1t1es of the United Natlons
system.

176. The Group received material on the first three of the above sectoral sctivities.
prepared by one of its members, Lal Jayawardena, and subsequently revised in
consultation with the Raspporteur and a number of the members of the Group. This
material provided background information with respect to the issues and
recommendations formulated by the Group. The Group felt that it could not include
the material in the body of the present chapter since it had not been able to give

it full consideration. However, in view of the outstanding quality of the material
and its relevance to an understanding of the list of issues and recommendations

set forth by the Group, it was decided to include it as annex II to the present
report.

-

A. Trade

1. Issues in the field of trade with possible structural implications~l/

177. The Group considered the following possibilities (not necessarily mutually
exclu51ve) for structural changes in the field of trade:

(a) The possibility of bringing GATT into closer association, on a formal
basis, “with United Nations central organs, and the possibility of strengthenlng
GATT/UNCTAD relations; e

(b) The strengthening of GATT in various ways. The following possibliities
- for strengthenlng GATT were particularly emphasized by members of the Group from -
developed market economy countries:

1/ For background information on these issues, the reader may refer to
ennex II, section A. ‘ o
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(1) The negotistion of a new code of trade liberslization which would, be
administered by an inner group of countries adhering to the code,
possibly under special procedures. The arrangements under which the
existing GATT is administered on a one nation one vote basis would not
be altered. The higher level of obligations in the new code of trade
liberalization might be made available via the most favoured nation clause
to GATT Contracting Parties not parties to the code;

(ii) The negotiation of new rules on export controls and asccess to supplies;

Al
(iii) The negotiation of a new uniform "escape clause" provision, covering the
exceptionel resort to import restrictions;

(iv) Elimination of the "grandfather clause" in GATT permitting Contracting
Parties to maintain pre-1947 import restrictions otherw1se inv:onsistent
with GATT rules;

(v) Improved procedures for advance notification, consultation, the submission
of complaints (possibly by private parties as well as Governments), the
settlement of disputes by independent panels of experts, and arrangements
-to deny the benefits of GATT to Contracting Parties which act
Anconsistently with the Agreement in ways not sanctioned by the
Contracting Parties as a group;

(c) The strengthening of UNCTAD in various ways. Members from developing
countries strongly favoured equipping UNCTAD with the elements necessary for its
gradual -transformation into a comprehensive international trade organization; .

(d) Measures to eliminate voluntary agreements, such as the Iong-term Cotton
Textile Agreement, which permit quantitative restrictions in derogation of
traditional GATT norms, and the establishment of new rules limiting resort to
, quantitative restrictions;

(e) The possibility of establlshlng an international trade organization which,
in effect, would incorporate UNCTAD and GATT into a single organization with two
chambers, one concerned with broad pollcy and the other with trade n:gotlatlons,
_but us1ng a common secretarlat

, (gj» The p0551b111ty of establishing en umbrella commodity organization
standing by itself or as a "third chamber" in a new international trade organization;

(gg In defining the mendate of any new international trade organization that
might ultimately come into existence, consideration would have to be given to the
questlon of whether it should deal not only with trade issues but also with other
issues such as restrictive business practices, transfer of technology, private
-‘1nvestment and transnatlonal enterprlses. » :

178 The Group 1nd1cated that the above possibilities for reform might be viewsd

- not only as alternatlves but p0531bly as seqpentlal stages over a transitional
.perlod , - g

sk



2. Recommendsations

179. e Group recommends that:

(a) The foregoing issues be carefully exawined in appropriate forums as a
matter of priority;

(p) GATT and the United Nations enter into a mutually satisfactory sgreement
" providing for a formal relationship, including exchange of information and closer
administrative collaboration;

(g) As a longer-term objective, there should be an evolution towards the
creation of an international trade organization to deal with trade issues in a
comprehensive manner.

180. The Group recognizes that any structural change in the field of trade should not

be allowed to interfere with the multilateral trade negotiations now being carried
out under GATT amuspices. Indeed, it is recognized that finasl decisions regarding
some important aspects of structure reform in this field should take full account
of developments in the multilateral trade negotiations since the latter would
inevitably have structural implications.

B. International monetary reform 2/

1. Issues in international monetary reform with
possible structural implications 3/

181. (a) Recycling of petrodollars through IMF, to help both developed and
developing countries deal with balance-of-payment problems related to the higher
costs of energy, food, fertilizer and other imports.

(b) Ways of rectifying the imbalance between countries that has characterized
the process of internatiocnal liquidity creation over the past four years, both
between developed and developing countries, on the one hand, and within these two
groups of countries, on the other.

(¢) The need for a symmetrical adjustment mechanism, with a degree of
international surveillance of the adjustment process, including exchange rates
and macro-economic policies. ’ ‘ )
(d) Better international management of global liquidity, with speecial drew1ng
“rights (SDR) becoming the principal reserve asset and the role of gold and reserve
currencies being reduced. » T

(g) The need for interim steps in the direction of longerftefm reform,
ineluding the possibility of establishing a gold substitution account in the

2/ Only those. members of the Group from countrles gartlclpatlng in the
* International Monetary Fund subscrlbe to the issues and recommendations contalned
1n this sectlon.,

3/ For background 1nformat10n on the issues here presented, bhe reader may
refer to annex IT, sect. B.
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International Monetary Fund which would permii the substitution of monetary gold
stocks for SDR and the redistribution of some parts of the resulting book-keeping
profits to the developing countries.

(f) Measures to ensble developing countries, partlcularly those most seriously
affected to adjust to a higher level of internationsl prices in a manner
con51stent with their development needs, possibly through the establishment of
facilities within the International Monetary Fund; in this context, the trust fund
category of propossls would require consideration as one possibility.

(g) Measures to enable developing countries to have. indirect access to Fund
resources .in ways unirelated to thelr quotas, through IMF support for 1nternatlonal
funds, e. g., in agrlculture.

(h) The;examinatlon of voting power in the Fund, including the question of the
power of veto on decision making by a single member; more generally, the possible
. increase of the chare of developing countries to the range of 45-50 per cent of the
~total, with a substantially greater access of developing countries to IMF credit.

(i) Consideration of changes in the staffing of the Fund to provide for a
greater role for developing countries in senior positions and of arrangements to
enable career members of the Fund staff to have the experience of working 7u
developing countries, perhaps through suitable links with UNDP's technicsl
‘assistance programmes. 4/

2. Recommendations

182. The Group of'Eipefts'recommehds that:

(a) The fbreg01ng issues be carefully examlned in appropriate forums as a
matter of prlorlty, : .

» (b) The dlstrlbutlon of votlng rlghts under the welghted voting system in the
Internatlonal Monetary Fund be revised to reflect the new balance of economic power
and the legitimate interest of developing countries in a greater voice in the
‘operation of that institution.

Cc. -Development financing 5/

“HIIT Issues in. development financlng w1thA99551ble structural implications 6/

N

o 183 (a) The possibility of establlshlng e "third window" in the World Bank, and
“'of enlarglng 1ts resources beyond the $1 bllllon currently under - dlscuss1on.

Y See chap. II sect F (k) above.‘
, 5/ Only. those members of -the’ Group from countrles partlclpatlng -in the World
Bank ‘subseribe to the 1ssues and’ recommendatlon “contained 1n this section.

6/ For background 1nformat10n on these 1ssuen, the reader may refer to
annex IT, sect. C. o : o

£
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(p) Improving procedures to alleviate the debt problem of developing countries
on terms consistent with their long-term development.

(c) Ways of canalizing investments of members of the Organlzatlon of Petroleum
Exporting Countries (OPEC) to other developing countries under Suitaeble bilateral
or multilateral suspices. This may also include appropriate forms of triangular
co~operation between developed countries, OPEC countries and other developing
countries. Consideration should be given to: (i) apprerriate guarantee mechanisms
for such investments; (ii) the acceptance of a suitable code of conduct governing
the transfer of technology associated with such investment; and (iii) principles
governing the mixture between debt and equity in investments which take place on a
joint venture basis. :

(d) The examination of voting power in the World Bank, including the question
of the pover of veto on decision making by a single member; more generally, the
possible increase of the share of developing countries to that of parity w1th
developed countries.

(e) Consideration of changes in the staffing of the World Bank to provide for
a greater role for developing countries in senior positions, and of arrangements
to ensble career members of the Bank staff to have the experience of working in
developing countries, perhaps through suitable links with UNDP's techmical assistance
programmes. T/

(g) The possibility of co~operation betwen the members of the Development
Assistance Committee of the Organisation for Economic Co-operation and Development
and OPEC countries in the exchange of information on aid progremmes.

(g) Measures to encourage more effective development efforts by the aid
recipients.

2. Recommendations

184. The Group of Experts recommends that:

(a) The foregoing issues be carefully examlned in approprlate fbrums as &
nmtter of prlorluy, :

» ,(E) The distribution of voting rights under the weighted voting system in the
‘World Bank be revised to reflect the new balance of economic power and the -

- legitimate interest of developing countries in g greater voice in the operations
of that institution; :

(g) The "third window" in the World Bank be established.

» T/ See chap. ,Ii[, sec¢t. F (li)’ above. -

-5T~



D. Agriculture and food ¢

185. The Group sgrees that food and agriculture problems are global in nature and
should be treated within a global policy-making and co-ordination framework. In
this regard, the Group noted the number of important decisions that were taken at
the World Food Conference, held in Rome from 5 to 16 November 19Tk, and subseguently
approved by the General Assembly at its twenty-ninth session.

186. The Group noted particulerly Conference resolution XXII dealing, inter alia,
with the establishment of a World Food Council, at the ministerial or
plenipotentiary level), and the establishment, jointly by IBRD, FAO and UNDP, of a
Consultative Group on Food Production and Investment in Developing Countries; and
Conference resolution XIII on the establishment of an International Fund for
Azricultural Development. In this latter regerd, the Group noted that, in
arcordance with General Assembly resolution 3348 (XXIX), the Secretary-General
convened, from 5 to 6 May 1975 at Geneva, a meeting of interested countries to
discuss the estsblishment of an International Fund for Agricultural Development. 8/

-87. Owing to the pressure of time, the Group was not able to deal with the complex
natter of food and agriculture in the detailed menner that it felt was warranted.
Tfurthermore, the Group believed that at this early stage in the implementation of
=he World Food Conference initiatives, it would be premature and inappropriate to
oass Judgement on thls important area by way of recommendations for structural
change. «

188. The Group, therefore, makes no recommendstion for food and agriculture.

E. Industrialization

189. The Group of Experts recognizes that there will be, without prejudice to
national sovereignty, an increesing need for the exchange of information on national
development plans to encourage & better balance between global supply and demand in
the various areas of industriel activity, on the basis of the optimum allocatlon

of resources.

190. To facilitate international co—operation in this regard, the Group recommends
that UNIDO should assume the task of examining global trends concerning supply and
demend in the various. 1ndustr1al and related sectors With a v1ew to the Dbetter -
exchange of 1nformatlon on sectoral economic pollcles.

191. The Group of Experts considered the Lims Declaration and Plan of Action, adopted
- by the Second General Conference of UNIDO on 27 March 1975. In-particular, the

Group of Experts deems it approprlate to bring to the attention of the General
Assembly the fbllow1ng recommendatlons adopted by the Conference

(a) Recommendatlon 65 (b) prov1des that UNIDO, as a @pec1al;zed agency;
"should play a central role in the 1mplementat10n of the Declaration
and Plan of Action, by initiating and co-ordineting activities within

‘the Unlted Yations system aiwad at achieving the obJectives contained .

'8/ See WFC/10, 8 May 1975.

58



therein, as far as they fall within the competence of UNIDQ. Turther,
UNIDO has a crucial role in the imnlementation of the Declaration and
Programme of Action cn the Fstablishment of a New International Weonomic
Order, adopted at the sixth special session of the General Assembly, in

so far as thevy relate to industrial develowvment. To this end, the scope
and functions of UNINN need to be extended and its orsanizational machinery
strengthened."

In this connexion, it should be noted that the Group of Experts envisages the
strengthening of the central institutions of the United Nations system, specifically
the Generel Assembly and the Economic and Social Council, so that industry will be
treated like other sectoral activities carried out within the United Nations

system;

(9) Recommendation T2 calls for the establishment of an Industrial Development
Fund. In this connexion, the Group of Experts wishes to call to the attention of
the General Assembly the section of the present report wherein it is recommended
that all United Nations funds for technical assistance and pre~investment activities
should be consclidated for the purpose of more effective policy meking,
administration and management; 9/ '

(g) Recommendation T5 provides that, in order that UNIDO may be able to
fulfil effectively

"its central co-ordinating role in the field of industrial déevelopment,
especially with respect to the implementation of the Programme of Action
on the Fstasblishment of a Mew International Eeconomic Order, UNIDO should
hold consultations with the United Nations and with the specialized
agencies and /with/ other orpanizations related to industrial development.
For this purpose an advisory committee should be established composed of
representatives of the secretariats of the United Netions and of the
releva?t orpanlzatlons of the United Nations system and chaired by
UNIDO. "

In this connexion, it should be noted that the Group of Experts has proposed

- (1) the creation in the United Nations Secretariat of a post of Director-General
for Development and International Economic Co-operation to direct, inter alia,
1nteragency co-ordination; 10/ (ii) the establishment of a new. Advlsory Board for -
International Development under the chairmenship of the Director-General; l;/

and (iii) that other existing interagency co-ordinating bodies be merged into .
ACC. 12/

192. The Group mekes no structural recommendations concerning UNIDO. It notes the(up
decision tuken by the Second General Conference of UNIDO concerning the . e
transformation of UNIDO into a specialized agency, a recommendation that w111 he
transmltted to the General Assembly at its seventh special session.

9/ Chap. II, sect. F.2 (a), para. 1hl.
10/ See chep. II, sect. C.3, para. TL.
11/ See chep. II, sect. C.h, para. 77.
: 12/ See chap. II, sect. C.T, para. 87T.
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Chapter IV

MEANS OF IMPLEMENTATION

‘193. Our Group has carefully considered the next steps which might be taken to
implement the recommendations in this report. Some of our recommendations call
for action by the General Assembly. Other recommendations require implementation
by the Economic and Social Council, other intergovernmental bodies, and the
Secretary-General. Moreover, the administrative and financial implications of
some of our recommendations will require further examination. As we suggested
earlier, the process of restructuring that we are recommending here will need to
be implemented in stages over a period of five years in order to ensure that the
interests of all the Members are asdequately protected.

194. The Group therefore suggests that the Secretary-General appoint a committee
on the structure of the United Nations system, to study and report regularly to
the General Assembly on the progress of thé restructuring effort.

195. If it is decided to implement the institutional design herein proposed, it
will be desirable that actions by the General Assembly or other organs of the
United Nations system be consistent with the recommended structural reforms. Some
continuing arrangement would, therefore, be necessary during the period of
restructuring for evaluating proposals that msy be made to ensure that they are
consistent with this design. Accordingly, it is recommended that all

"~ institutional pyroposals, including proposals for the holding of special
conferences, should be referred to the committee mentioned above for an advisory
opinion before being decided upon by the General Assembly or other
intergovernmental body.
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Annex I

STATEMENT MADE BY THE SECRETARY GENERAL AT THE
OPENING MEETING OF THE GROUP OF EXPERTS ON THE
STRUCTURE OF THE UNITED NATIONS SYSTEM

I am happy to welcome you here today, as you begin a difficult but deeply
significant task. As you know, your mandate, as set forth by the General
Assembly, is to submit to the Preparatory Committee for the Special Session of
the General Assembly Devoted to Development and International Economic
Co-operation a study containing proposals on structural changes within the United
Nations system so as to make it fully capable of dealing with problems of
international economic co-operation in a comprehensive manner. In your study you
are also asked to consider measures which could lead to an expanded role for the
United Nations system in support of the economic and social development of
developing countries.

That mandate is formidable indeed, made difficult not only by its very
complexity but also by the limited time available.

But the vast experience and wisdom that is assembled here gives me great
confidence that positive and fruitful results will be achieved. It is certainly
unnecessary for me to describe to you the present structure of the United Nations
system or the precise issues that you may address. It may be useful however to
look briefly at the over-all context within which your study might be placed.

At the outset, I believe we should take note of the evolution thus far of
the United Nations system in the socio-economic field - to consider how far we
have come and where we' stand.

It is remarkable that only since the mid-point of the twentieth century has
the relationship between international economic well-being and international
peace been recognized and an attempt made to establish machinery to promote, in -
the words of Article 55 of the Charter, "the creation of conditions of stability
and well-being which are necessary for peaceful and friendly relations among
nations". Out of the ruins of the Second World War came the basic structures for
1nternatlonal economic co-operatlon within whlch Wlth some modification, we -
continue to operate today.

Nevertheless, we must recognlze that the world community has changed R
considerably since the period in which these economic and institutional systems
were created. Among these changes, three trends are particularly s1gn1flcant

'The first of these is universality. Slnce the establishment of the post-war
institutional framework, the number of independent States and the membership of
the United Nations has almost trebled. These new Members, many cf which were:
newly independent developing countries, have had a significant impact on
Ainternational relations, bringing to the fore the problem of development, an
issue which was not among the priorities - indeed it was little foreseen - when
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the United Nations was founded. The need to make the internstional economic
system more responsive to the needs of this larger world has been acknowledged.

The second is interdependence. This hardly needs elaboration. The successive
crises and other serious problems with which the international community has been
faced in recent years - food, energy, deterioration in the environment, inflation,
monetary instability and so on - have made it sbundantly clear that we live in a
world which makes close cu~ordination and co-operation at the regional and the
global levels not just desirable but imperative.

The third is the interrelationship of our global problems. Economic,
development and other problems, such as trade and finance, have in the past been:
handled for the most part on an 8d hoc sectoral basis. The need for an integrated
multidisciplinary approach, conceptually and institutionally, to deal with these
problems is Lecoming more apparent every day.

" These are factors which I am sure you will be considering.

Looking more closely at present economic and development institutions, two
additional features may merit your attention. The first of these is institutional
proliferation. At the time the United Nations was founded, a number of autonomous
functional bodies already existed at the international level. In the ensuing
years, the response to new aspirations, challenges and needs has often been the
creation of new international bodies. As a result, what we have come to term
"the United Nations system" comprises 12 operational programmes, five regional
commissions and 15 agencies, not to mention numerous other intergovernmental
‘committees, co-ordinating bodies and ad hoc groups. The development of this. very
complex institutional system may be regarded as a sign of vitality. At the same
time, it must also be recognized that this system is more a product of
circumstances than-of careful design. Its ability, as a "functional federation',
to provide an integrated, multidisciplinary approach to the complex problems of
international development and economic co-operation must be examined.

The second feature is bilateralism. A realistic assessment of the actual
pattern of inter-State relstions reveals that many, if not most of those relations
- continue to be handled bilaterally, that a relatively small volume of inter-State

‘activity is channelled through international organlza.tlons° Even in the
case of problems recognized as global there is a tendency to rely upon restrlcted
forums and groups of so-called "interested" countries, without reference to more
generally accepted codes of behaviour or co-ordlnatlon with act1v1t1es carried
out w1th1n the Unlted Natlons system. -

~ You may w1sh to examine these trends to determlne the extent to which they
are desirable: or unav01dable, and the poss1b111t1es for new dlrectlons.

Flnally, you may wish to focus on the future institutional framework of the
'Uhlted Nations system in the light of the evolution towards a New International
Economic Order. -Although progress. was made at the sixth special session of the
General Assembly, that new order is. not yet fully defined. It will clearly. be
the task of the Unlted Nations system to serve as the primary instrument for the
realization of the goals that are elaborated by the General Assembly. Because -
this process is evolutlonary, there w1ll be a need for a continuing review of
:1nst1tutlon and procedur°s.
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This group faces not only a great challenge but also a great opportunity.
I am confident that you will seize this opportunity and that your study will serve
as an important guide to the seventh special session of the General Assembly as
it considers the complex, but critical, issues of development and international
economic co-operation. The Secretariat stands ready to assist you in every way.

I wish you the best of success in your important work.

st ey
PR Sty
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Amnex IT

BATKGROUND MATERTAL IN THE FIXLDS OF TRADE, INTERNATIONAL
MONETARY REFORM AND DEVELOEMENT FINANCING®*
A Structural issues in the field of trade

 Introduction

The Group is obliged to consider institutional changes in the area of trade,
taking into account recent developments. It is necessary, therefore, to attempt
a brief survey of these developments, focusing on events in the area of
comodities and manufactures, reviewing developments in these from the standpoint
of both developing countries and developed countries.

1. Manufactures

Trade in manufactures consists largely of flows between the developed
countries. Negotiations for the reduction of trade barriers have taken place
under the auspices of GATT. Over the post-war period, GATT has brought about a
-significant movement towards trade liberalization, and has contributed
substantially therefore to the massive expansion of internaticnal trade during
this period and in particular to trade among developed countries. It played in
this sense a major role in the post-war expansion of the world economy.

Nevertheless, it is fair to say that, in the past, benefits to developing
countries arising out of GATT negotiations have been a by-product of negotiations
that have tsken place on trade items of interest to the major developed nations
on which negotiations have concentrated. It was in UNCTAD that a new departure
was made with the recognition of the principle of generalized preferences for
developing countries and the subsequent elaboration of &« detailed scheme. However,
to the extent to whick the present round of multilateral trade negotiations
succeeds in securing major reductions in trade barriers, it follows that both
the value of preferential arrangements now in force and of future rounds of tariff
reduction will diminish in importance. Subsequent trade negotiations can be
expected to concentrate increasingly upon non-tariff barriers, including
quantitative restrictions, and on the elaboration of codes to deal with those
restrictions that are permissible and those that.are not.

Some have emphasized that the ex1stence of non—tarlff restrictions on trade 1s
inex.ricably bound up with the manner in which industrial development has -
proceeded in the world in recent years, partlcularly w1th the emergence of the

¥ The present annex contalns materlal prepared by one of the members of the
Group, Lal Jayawardena, and subsequently revised in consultation with the
Rapporteur and a number of the members of the Group. The Group felt that this
material could not be 1ncluded in the body of chapter III of its report since it
- was not able to give it full eon51derat10n. However, in view of the outstanding
quallty of the material and its relevance to an understandlng of the list of
issues and recommendations set: fbrth by the Group, it was decided to include it
. in the present annex. : : :
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transnational corporation as & major vehicle for the diffusion of industrial
growth. Consequently, what appears as, for example, quantitative restrictions
imposed by a particular country on, say, the import of goods from another country
may represent nothing more than regulations adopted by transnational corporations
for the effactive dispositiou of their globel business transactions among various
subsidiary enterprises. In the light of this and with the phasing out of tariffs,
it was argued that it is difficult to separate institutional reforms in the future
in the area of trade from “he question of codes of conduct governing the
practices of transnational enterprises. In other words, there may be a need to
integrate in a single organizational framework approaches for the reduction of
quantitative restrictions, restrictive business practices, guidelines for the
transfer of technology, and codes of good behaviour for transnational corporations.
Such an approach would inevitably go into questions concerning international flows
of private capital which create the internstional dispesition of new production
capacities on the basis of which quantitative restrictions emerge. In this view,
there is a complex of interrelated activities which mey be required to be looked
into az a whole in institutionsl terms.

The question that arises is whether the present GATT framework is the one
which is best equipped to deal with this complex of issues. As has been mentioned,
so long as tariff berriers were the predominant obstacle to trade and the barriers
that mattered were those between the principal developed countries, it was
arguable that the GATT framework, where negotiations fucused on products of
interest to principal suppliers, was a practical way of proceeding, even though
the benefits to developing countries were nc more than a by-product of such
negotiations and that in the nature of the case, negotiations did not focus on
products of principal concern to developing countries. The available evidence,
on the other hend, suggests that in the world of non-tariff barriers into which
we are more or less rapidly moving, there is no such asymmetry in the incidence-
of such tariffs. In other words, quantitative restrictions are of increasing
_rélevance in the trade among developing countries, with the growing role of the
transnational corporation; quantitative restrictions on market disruption grounds
and for environmental considerations increasingly affect the exports of
developlng countries to developed countries. At the same time, there is no warrant
for -assuming. that these two categories of non-tariff barrlers operated in a
significantly smaller degree than those of non-tariff barrlers affecting the
trade among developed countries. .

~ Thus, some believe that quantltatlve restrictions occupy a far less
significant role in relaticr to the trade among developed countries than tariffs
used to do. A fortiori, in ‘keir view, the "fall-out" benefit to developlng
‘countries of any reductlonp of non-tariff barriers of developed countries is
unllkely to be smgnlflcs 53 ..id the role of an institution where these negotiations
- focus on the trade of dax ,oped COLntrleS should 1ncrea31ng1y be called into
question. o

- If there was & case in the past for an 1nst1tut10nal frameWOrk which would
- permit trade ‘negotiations to focus on products of interest to developing as well
as developed countries, this case WOuld appear to be con51derably strengthened
in the context of the decline in 1mpor+ance of tari’fs reletive to quantitative
.~ restrictions. Moreover, as indicated above, the reductlon of quantitative
restrictions raises wider pollcy issues than those concerned ‘with trade alone;
‘cons1derat10ns of" condltlons epplylng to transfer of technology and a58001ated
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restrictive business practices, and of terms on vwhich foreign investments are
made, directly affect the evolution of quantitative restrictivns. Therefore, in
the opinion of some, one is in territory that an institution such as GATT,
concerned as it has been with narrow trade issues, mey not be fully equipped to
handle. What mey be needed, in this view, is the kind of umbrella coverage

to trade and trade-related issues, embracing employment, development and
interdependence with monetary questions, that the proposed International Trade
Organizstion sought to give, and of which UNCTAD is a somewhat pallid reflection
for the reason that its decisions lack teeth in the form of binding commitments.

2. Commodities

In the area ol commodities, very little has happened by way of internaticnal
action to improve the prospects of that substantial number of developing
countries which continue incre.singly to depend, in the middle 1970s, on the
export of a few primary commodities for the bulk of their export earnings. The
problems that had been amply - even excessively - documented during the past
decade still remain without any internationally agreed programme of action
directed towards their solution. Policies in the past have involved s
"eommodity~by~commodity" approach. This has meent an emphasis on the negotiated
reduction, commodity-by-commodity, of barriers in developed countries, an attempt
which failed essentislly because of the reluctance of developed countries to
temper with the structure of protection that had been devised for their own
farm communities. The approach also meant a focus upon individual commodity
negotiations involving stabilization and/or restriction, again on a case-by-case
hasis. This aspect of past policy failed because of disagreements between
consumers and producers on the price level/range to be defended, of failures
among producers to agree on market-sharing formulae under restriction, and of
the difficulty of finding finance for individual buffer stocks for stabilizing
prices resulting in part from the limitations of the IMF facility in this area.

The failures of past approaches in the ares of commodities suggests the
possibility of what has been termed a: "across-the-board" or "multi-commodity"
approach to the commodity problem. This kKind of awareness has ceineided
historically with unilateral action by an important group of primary producers =
OPEC - to defend the real value of their own export earnings, having lost patience
with the failure of international action to deal satisfactorily with the terms
of trade problem of developing countries; it has also coincided with shortages
reflected in escalating prices of a range of food items - grains and sugar
particularly - and it has also in recent months coincided with a dramatic
collapse of the 1973/early 1974 commodity boom in the wake of the plateauing .
of economic activity in OECD céuntries. It is these developménts together whlch
paradoxically have also crested a set of opportunities for & more determined
international attack on the commodity problem. At least five sorts of - ‘
opportunities present themselves. : »

In the first place, 1mporters - especially in developed countriées - have
acquired a new awareness of the importance to them of assured supplies of key
commodities;-rather than perpetuate a situation where excessively low import
prices of primary products are allied to risks of an interruption of supplies,
they may be better disposed to accept, and indeed suppert, arrangements which -
marry, over a wide range of primary commodlxles, reasonable prices to the seller
with assured supplies to the buyer.
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In the second place, many developing countries are importers as well as
exporters of primary products; they therefore have an interest in steering a
middle course between excessively high pricec and excessively low prices for
primary commodities in general. This consideration points in the direction of
measures for price stabilization over as wide a range 6f commodities as possible
so as to balaence the interests of developing countries as exporters of primary
commodities with their interests as importers of primary commodities.

Thirdly, recent developments (e.g., in cereals and petroleum) have enforced
a recognition of the connexion between stable prices and orderly investment
programmes. .

Fourthly, the present situation provides the wherewithal for a simultaneous
multi-commodity approach to the commodity problem. Large-scale investment in
comnodity stocks - an essential element in such an spproach - becomes feasible
with the massive shift of funds to oil producers and removes a major obstacle that
has hitherto stood in the way of establishing s comprehensive network of buffer
stocks. Moreover, the interest of developed countries in obtaining an assurance
of supplies and therefore in securing as wide a distribution as possible of
commodity stockpiles creates the presumption that they, too, might be willing to
share in the financial burden of any arrangement that might be set up.

Finally, the occasion for emergency action which could lead to more
permanent institutional machinery may well present itself if current trends
in commodity markets continue and adverse repercussions in developing countries
are to be prevented. Indeed, it was with this contingency in mind that the
General Assembly at. the twenty-ninth session authorized the Secretary-General of
UNCTAD to keep developments in commodity markets under urgent review. a/

In sum, therefore, the opportunity created by recent develupments is that
there may be a mutuality of international interest in the simultanecus
establishment of a number of commodity stockpiles which has both short-term and
long-term dimensions. While recognizing this community of international interest
in moving towards a more general approach to the commodity problem, some emphasize
the need for gradualness and caution in moving towards such an integrated
approach. They note that developing countries have recently put forward a
~variety of wide~ranging proposals concerning commodity agreements, buffer stocks,
equitable prices for exports, safeguards for export earnings, indexation of
commodity prices, improved access for developing countries' products in the
markets of developed countries and assistance towards the further processing of
primary commodities for export. They believe that the special characteristics

of each commodity that would be required to be taken into account in any
multi-commodity arrangement would meke for relatively slow progress in _
identifying the features common to a range of commodities that would have to be
- singled out if a more comprehensive approach to commodity questions were to be
. implemented. Given the various substantive studies under way, they feel it would
.. be premature to single out at the present stage the question of buffer stocks and
“the devising. o» detailed proposals for associated institutional machinery. They
urge the adv1sab111ty of concentratlng on more restricted aspects of commodltles,
for 1nstance the questlon of stablllzlng export earnlngs.

- Whlle_not_d;ssentlng from_the need to pursue measures for stabilizing export

, a/ General Assembly resolutlon 3308 (XXIX) of 1k December 197h, para.‘3. :
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earnings, others see, in the present international situation, the need for
preparing for somewhat more urgent action and especially the need to consider
emergency measures of a short-term character if current trends in commodity
markets continue.

So far as the short-term emergency operstion is concerned, its principal
objective would be to build up that minimum volume of stocks of gn initial
nucleus of commodities facing declining prices that would carry conviction in the
marketplace regarding the capacity of the stocking authority to defend the
price level initially chosen on a rough and ready basis for stabilization
purposes. Such intervention would also have the effect of putting a brake on the
decline in prices. What is involved here is an estimate of the volume of stocks
in relation to world trade which is judged to be right for a credible buffer
stock operation. When this question was last addressed in a serious way by
Keynes in 1942, b/ he took a low figure of three-months' stock as one which might
do for working purposes. UNCTAD's integrated programme, ¢/ which in essential
respects represents an adaptation of Keynes' thinking to today's circumstances,
incorporates the same assumption; the purchase cost of three-months' stock for
some 1T commodities ranges between $10.6 billion and $13 billion depending on
whether purchases are made at the average prices of 1970 to 1974 or of
1972 to 1974. In an emergency operation involving the purchase of three-months'
stock in volume terms in a falling commndity market, the costs of acquisition
are bound clearly to be less. A fortiori, if the commodity coverage of an
emergency stocking operation were reduced to an initial nucleus of commodities
which are most vulnerable to a falling off in demand in the industirial countries,
namely, storable minerals and ot.er key materials, the cost of stocking would be
considerably less. All that would be necessary would be arrangements that ,
would carry conviection to prospective investors regarding the security of pla01ng
their monies in commodity stocks.

In the view of some, it is difficult to see how such emergency action can
take place on a scale wide enough to cope with the problems that may emerge,
except through the medium of an international financial institution which offers
sufficiently attractive inducements and guarantees to OPEC and other countries
and acts as a conduit for investing some part of these monies in commodity
stocks. Given the kind of time-table that the evolution of commodity markets
may dictate, one possibility would be the implementation of an emergency
stocking operation under the aegis of the World Bank Group.

, In thls view, the longer-term scheme within which the emergency operstion w111
have to be merged, might on the other hand be negotiated under UNCTAD auspices.
Its main element could be the establishment of a network of buffer stocks each of
which could function in the manner envisaged by Keynes some 30 years ago d/ in the
following passage where the term "Control" is used as a synonym for the authorlty
admlnlsterlng each stock. ‘ .

b/ See the material submltted by Lal Jayawardena to the Technical Group on
the Trensfer of Real Resources of the Committee of Twenty (C/XX/TG/TRANS/Doc/L),
to which was attached a hitherto secret document of His Britannic Majesty's
_ Government , dated December 1942, entitled "The international regulatlon of
primary: products , based upon a memorandum by J. M. keynes.

- ¢/ See "An integrated programme for commodltles ) report by the Secretary— B
General of UNCTAD" (’I‘D/B/C 1/166, 9 December 197k},

d/ "The 1nternatlonal regulation of prlmary products . document referred:
to in foot-note b, p. 5. , B
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"(id} ..o _ the Control would establish an initial basic price on a
uniform c.i.f. basis, and would offer to buy~commod /a typical commodltgf
at a price (say) 10 per cent below the basic price and to sell it at a price
(say) 10 per cent above the basic price. The Buffer Stock should be
prepared, save as hereinafter provided ... to take any supplies offered
to it at the lower limit. The basic price would be modified by the Control
from time to time thereafter by a process of trial and error with a view
to keeping the size of the Buffer Stock within a defined range. If its
own stock or world stocks were increasing beyond a stipulated figure

or at more than a stipulated rate, thus indicating that the price was
unduly attractive to producers or unduly discouraging to consumers, the
basic price wolld be reduced. Similerly, it would be raised if stocks
were falling below a convenient level or at too fast a rate. TFor this
purpose the Control would review the position, not only of its stocks,
but also of total visible stocks throughout the world, and also the
prospective supply. The Control could not view with equanimity a
situation in which outside stocks were accumultating rapidly, even though
its own were not. In other words, the object of the Control -would be

to discover by empirical methods a range of prices within which supply
and demand would be in equilibrium when the influence of excessive short-
period fluctuations on either side of the market had been smoothed away."

However, several remaining issues would have to be resolved under the
longer-term scheme:

1. The mgjor issue as far as the pure price stebilization function is concerned
relates to the principle of buffer stock management - namely, to find ways of
ensuring that the bhasic price is modified with & view to keeping the size of the
buffer stock within a defined range. While Keynes seems to have favoured a
process of trial and error, the writings of St. Clare Grondona e/ have evolved
over pretty much the same 30-year span s set of formulse for the modification
of the basic price in response to changes in the volume of the buffer stock, on
the assumption that all the guidelines applying to the stocking authority's
intervention in the market are made totally public. In other words, while

~ Keynes' approach to regulating stocks implies something of the secrecy of the
commcdity broker, it is essential to the Grondona scheme that all the operations
concerning the management of the stock be conducted with a total absence of
secrecy.-

2. A second issue concerning the longer-term scheme relates to whether or not

a multi-commodity buffer stock should be entrusted to a separate international
agency or whether its financing requirements could be met "either by a continuation
~of any emergencyyoperation by an expansion of the Fund's buffer stock facility.
Two considerations are of relevance here. In the first place, when the commodity
- coverage of a stocking operatlon is widened, the probability is that any single
country will have an interest in more than one commodlty. Since in terms of the

kf present IMF faclllty a country's access to financing is linked to its IMF quota,

it is unlikely to6 obtain through recourse to the Fund facility ‘alone the finance
necessary for building up credible volumes of stock in the commodities whose

‘ prlces e comprehen51ve scheme would aim at stablliz1ng. The second consideration
is that if any comprehen81ve stocking scheme were to env1sage as indeed the
‘UNCTAD Pprogramme has donea +the building up of stocks of graln, 1t would be

, e/ See St Clare Grondona, Is Economlc Stabllltv Attalnable? (Londonb-lQYS)
~ (the . latest in a series of publmcatlons) ~ s
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essential to invite the participation of all trading nations in any such
arrangement. This would require any new commodity agency to be established on the
basis of universal membership, i.e., within the framework of the central United
Netions system and under the aegis of UNCTAD, which is the competent authority
within the United Nations for the resolution of commodity problems. Appropriate
transitional arrangements would have to be worked out in the event that
circumstances determine the initiation of an emergency stocking programme under
the World Bank Group auspices, so that the emergency prograemme could be merged
with the necessarily universal comprehensive programme,

3. A third question of institutional significance thet requires examination

in any comprehensive programmes is the relationship between the general council
comprising the total membership of the organization, the general executive board
that would administer the generality of stocking operations, and the opersations
of each individual buffer stock (or "Control', in Keynes' language). The

Keynes' plan provided for the decisions that would have to be taken by each
irdividual buffer stock control according to decision-making formulae of the
following kind: four tenths of voting power to be held by exporting countries,
three tenths by the importing countries and three tenths by independent

rembers of the general council, with decisions being taken on the basis of a
simple majority vote., The general executive, on the other hand,would have a
co-ordinating function over the asctivities of each individual buffer stock to
ensure consistency in pricing policies betveen commodities that might be
substituted for one another, and also to decide upon the auntomatic imposition of
quota restrictions in the event that the price of a commodity fell below what
in.its judgement would be regarded as a "reasonable international economic price".
The general executive would consisté of 12 members and would be elected by the
universal membership - the general council - on the basis of weighted voting with
the power of each member being proportionate to its interest in international .
trade. While this rule would ensure adequate representation in the Council of
the economically powerful States, decisions in the general executive would be made
on the basis of one member one vote and with a simple majority suff1c1ng for all
decisions.

The types of issues requlrlng decision as regards votlng power are precisely
the same in today's situstion, i.e., whether or not it is necessary for each
individual buffer stock control to have decision-making procedures different
from those of a central executive board that would have to exercise certain
arbitration and co-ordination functions as between individual buffer stock controls
and, if necessary, impose its collective judgement in the event of disagreements.
What is exceptionally interesting about the formula (for the executive) in the
Keynes' commodity plan is its affinity to that on decision-making procedures in
- the Havana Charter for the International Trade Organization. The ITO Executive
Board would have comprised 18 members, eight of whom would have been defined as of
"ehief economic importance in the determination of which particular regard shall.
be paid to their shares in international trade". These eight were determined by a
two-thirds majority of the members of the Conference present and voting and
declared members of the Board. The other 10 members would have been elected by
the Conference by a two-thirds majority of the members present and voting. Once.
the Board had been established, each member would have had one vote ard decisicns
would have been made by & simple majority of the votes cast. In both these
situations, therefore, members wilth economic 1mportance would automatically have
secured a place an the board on the basis of a weighted voting procedure governlng
their selection, with the difference that in the ITO formula & specific upper Limit

. was placed upon the number of important members, thus guaranteeing other members the .
 remaining seats, whereas the Keynes' plan provided for election only on the basis of
- a gradation of importance. Once selected, however, they would function on a one
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member one vote principle so that States with lesser economic importance would have
an equal say in decision making compared with those members who would have had
preferential access to a seat on the board.

In the view of some, therefore, it is very likely that en organizstion pattern
could emevge where decisions of & binding character are taken if a multi-commodity
approach to the problem is to be successfully implemented. Two organizetional
aspects are relevant to decision making in this context. First, the working of a
multi-commodity buffer stock would require a set of regulations which should oblige
each stocking suthority to act in one wey rather than in another. In the second
place, the general executlve or executive board, which would function as =
co-ordinating authorlty over the individual buffer stock, would have to be given a
very definite function of arbitration so that it would be capeble not only of
issuing instructions to individual stocking authorities but of ordering the
avtomatic imposition of quota restrictions in one or both of two sets of
circumstances - where the price mechanism works sufficiently stickily so that it
fails to have an impact on getting the buffer stock of any single commodity to move
quickly enough into a desired range, and where automatic quotas are justified
because the price level has fallen below what has been called a “reasoneble
international economic price”. Only if the executive board were endowed with a
function of compulsory arbitration could the difficulties which have characterized
the commodity-by-commodity approach to both stabilization and restriction be
overcone. ‘

3. Possible synthesis

Tn the view of some, the above analysis of manufactures and commodities
suggests the creation of parallel bodies within a single organizational framework.
There is the further question of whether an ITO would deal with related issues -
transfer of technology, transnational corporations, restrictive business practices,
investment.

The original Havane Charter envisaged an ITO along more or less the same lines
. as indicated above. It had chapters, that is, chambers, dealing with commodities,
tariff reduction, restrictive business practices and private foreign investment.
The ITO also specifically provided ways of dealing jurisdictionally with the
interrelationships between IMF, charged with action on monetary issues, and ITO,

" with a respon31b111ty for trade. All elements of the kind of ITO being envisaged
are, in the view of some, present in the terms of reference of UNCTAD, except for
the capacity to come to binding decisions. These members of the Group strongly

‘favour equipping UNCTAD with the elements necessary for its gradual transformation
into a comprehensive international trade organization, along the lines of the
following statement of UNCTAD's Secretary-General to the Trade and Development

‘Board. These remarks are in the judgement of these members of the Group of
sufficient importance to merit the attention of the General Assembly, both for the
case made in favour of institutional change and for the coricern expressed for
1mprov1ng declslon—maklng procedures w1th1n UNCTAD and paving the way for such
 institutional change - .a concern which is' totally compatlble with the speclflc

+ . consultative group procedure whlch the Group has recommended for adoption in the

Unlted Natlons. :

_"The questlon of a comprehen51ve trade organlzatlon has remained on
the agenda of UNCTAD: from the very beglnnlng, and has recentlv been
the subject of ‘a resolution -of "the Dakar Conference of the developlng

© countries. HOn previous occasions when the views of Governments were

K sought, it was apparent ‘that there was st111 8, lack of consensus that
the time had arrlved for a declslve step in this fleld Nevertheless,
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- I felt that it was necessary to bring to the attention of members the
changes that have taken plece in the world situation which are relevant
to this issue and which have occurred since the earlier reactions.

There is still no orgenization in the field of international trade which
satisfies the need for comprehensiveness in the coverage of issues and
for wniversality of membership. Despite all the changes that are taking
place there is still no new philosophy, there are no new "rules of the
game" that have been elaborated for international adoption. The old code,
based largely on the concepts of free trade and govermment non-intervention
and on the most-favoured-nation principle, has been eroded by many
developments and this has been recognized in the way of exceptions and
wailvers to its written rules. But given the growing presence of the
socialist countries and the developing countries in the world economic
system, and the changing attitudes in Western countries, there is the
guestion of whether new approaches are not needed which recognize the
changed situstions, as well as new institutions which could respond to
these problems.

"Secondly, there is the more specific question of hcw UNCTAD could
become, even within its present framework, a forum for more effective
negotiation and decision-making. In the first 10 years of its existence,
UNCTAD has been a forum in which the wider issues of development have
‘been debated, a forum for generating new ideas and for exerting an
influence on international development policy in general. But it has
yet to be an effective body for setting up actual arrangements, for
decision-making. There has, of course been some progress - the'Cocoa
Agreement and the Code of Conduct for Liner Conferences were subjects
of intensive intergovernmeiital negotiation. But much more, I believe,
can be done and needs to be done. The work on the integrated programme
for commodities will, I hope, be an example of the use of UNCTAD as a
negotisting forum. However, if UNCTAD is to play this role in the future,
it would need adaptation. At the level of the governmental machinery,
there is the need for arrangments which reflect the requirements of
flexibility and speed in decision-making at & high level. In this
connexion, there is the proposal which the Board has to consider for s
high-level Standing Committee. Other bodies, as you are aware, have
found it necessary in a situation of continuous change and crisis to
establish decision-making machinery of an effective and flexible kind,
and we could well reflect on what UNCTAD would need to do in this respect
In a wider sense, it is perhaps also appropriate to reflect on the
- adequacy and relevance of the present compartmentalized structure
of Committees and of Divisions geared to service these Committees." £/

B. Structursl issues in the infernational nmonetary field

1. Introduction and background

The Group has been’requested by its terms of referencé to propose structural ‘
changes in the Uhited Nations in the light of recent d§velopments in'the area of

£/ See the openlng statement by the uecretary—Ceneral of UNCTAD to the
sixth special session of the Trade and Development Board at the U1hth meeting
of the Board on 10 March 1975 (TD/B (S-VI) /Mlsc h, paras. 31-32).. :
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international monetary reform, emong other things. These developments, which
vall for new measures of (nstitutional reform, derive essentially from the
breakdown of the Bretton Woods system with the declaration of dollar
inconvert;bility by the United States of America in the middle of 1971. Countries
then lapsed into an era of floating exchange rates; and it was with the
intention of restoring a new set of "rules of the game“ with appropriate
amendments to the Articles of Agreement of the International Monetary Fund that
the Committee of T\enty on the reform of the international monetary system was
instituted.

\ )

~ The work of the Commitiee enabled it to make corsiderable progress in
defining the contours of a longer-range system. This implied sgreement on an
eventual return %o stable but adjusteble exchange rates; on the acceptance of an
more syrnetrical adjustment mechenicm whereby ccuntries that were in surplus
would be under an obligation to undertake corrective action in a way that would
be ‘analogous to the compulsions ordinarily placed upon countries in deficit to
do s0; ‘on the eventual phasing out of gold and reserve 2urrencies in favour of
the special drawing rights which would then become the central yeserve agset of
the system in which all payments imbalances would be settled; and on the
reformed system prometing the transfer of real resources to developmng countries.
Although these broad goals were-set forth in the Committee of Twenty's Outline
of Reform, considerable differences remained as to the precise modus operandi
for achieving these goals.

Thus the establishment of a link between SDR credtion asnd development
finance, which was the mechanism favoured by the developing countries for
promoting the transfer of real resources, remained a disputed issue; nor was
it possible to reconcile varying views as to how a more symmetrlcal adjustment
process was in fact to be secured.

- At thla stage~;nuthe reform exercise, the internationsl monetary implications
of the- increese in oil prices created & set of circumstances where the return to
fixed exchange rates envisaged in the blueprint of reform wes pushed into a
- remoter future, The Committee of Twenty was disbanded and reincarnated in

-modified form in the Interim Committee on the International Monetary System to
‘enable the international community to concentrate on the management of what was

~  expected to be s prolonged period of floating exchange rates on the basis of

- agreed ipterim rules. For the developing countries, one helpful by-product of
~the international discussion wes the_recognition'that-legitimate exceptions could
. be made to the three to five year period within which Fund drawings would have to
“be repeid, that is the "normal" period within which corrective action could

help restore a country's balance-of-payments equilibrium, Even the considerably
more diversified economies of developed countries found payments imbalances not

- a8 fully responsive to changes in exchange rates as had been expected, and there

was accordingly fairly easy acceptance of an extended Fund facility which would
require developlng countries to accept longer-range policy understandlngs in
: return for longer-term balance—of-payments support.

Another result was the perpetuatlon into the future of two 1nstitutlonal
mechanisms namely, the Interim Committee of the Fund and the related Joint Bank
‘Fund, "Development Commxttee", where developlng countrles are now sble to -
~partic;pete in discussions and decisions in the areas of money and. development ‘
dn- collaboratlon with developed countrles;‘ This represents & major step fcrwa d
‘[_as compared with the prev1ous smtuatlon..f~ L . ,

Nl
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The task of internaticasl economic co-operation in the monetary area at
the present time is essentially one of moving in the direction of the goals
gset forth in the Outline of Reform of the Committee of Twenty in the context of
the new set of circumstances that have arisen in the world economy.

Some immediate steps are clearly seen as desirable from the standpoint of
the developing countries.

2. Dvaluation of the present situabtion and possible solutions

In the first place, there has been, over the past four years, an explosive
expansion in the quantum of unconditional liquidity availsble to nations, and a
gross meldistribution of that increasse as between developed and developing
countries. World reserves increased by $131 billion -~ from $78 billion to
$200 billion - over the period 1 January 1972 to the end of September 19Tk,
i.e., by 68 per cent, or at an annual rate of 23 per cent. Of this increase of
$131 billion, the pr1n01p&l beneficiaries were the developed countries whose
reserve gains totalled nearly $127 billion leaving only a balance of $4.6 billion
for developing countries, g/ These data, it should be emphasized, do not
reflect the huge increases in the reserves of OPEC countries which have been
registered since the middle of 19Th.

A number of conclusions follow from these facts. In the first place the
vast bulk of reserves accruing to developed countries represented the counterpart
of dollar deficits., This resulted from the failure of the timely working
process of balance-of-payments adjustment. The reserve currency countries,
largely the Unit24 States of America, were enabled to run continuing deficits
which could not have been sustained had the adjustment process worked properly,
while as & counterpart of these deficits, other countries were enabled to run
equally large surpluses. This situation resulted essentislly from the
reluctance of 1nd1v1dual surplus countries to permit their currencies to
appreciate vis-a-vis the dollar, that is from the absence of symmetry in the
vorking of the adjustment process which was one of the objectives of the agreed
Outline of Reform. This by no means implies that adjustments were not made
during this period - merely that these were not timely enough. A properly
wvorking adjustment process would have implied a combination of domestic fiscal
and monetery restraint in the economy of the main reserve country go as to curb
the export of dollars, and a combinaticn of exehange rate depreciation of the
key currency and eppreciation of the currencmes of' the surplus countries in
tlmely fashion.

- Secondly, it car be argued that the main casualties of this development
were primaerily the developing countries. The excess of liquidity created
globally by this process effectively ruled out the creation of special
drawing rights and therefore the establishment of the link which had been
repeatedly pressed for by the developing countries. The result was that the
lending and investment pattern witnessed in recent years directly ran counter
“to the commitment in the International Development Strategy to accelerate
capital flows from the richer to the poorer countries. The paradox was that the
lending mechanism most fully controlled by national and international monetary

&/ These staxlstlcs, and the argumentation that follows, draw heav1ly
on Robert Triffin.
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authorities operasted in precisely the reverse direction. As it was, it was true
that, for part of the period, the commodity boom meant a degree of reserve ease

for developing countries resulting in a diminished need to draw on the Fund. But
over all, the relatively small addition to liquidity of developing countries
resulted from international decisions alone, either by way of SDR allocation or by
way. of IMF credits. representing unconditional liquidity. From the viewpoint of the
developing countries, the redressing of this situation calls for a set of both
longer-term and shorter-term changes in the international monetary mechanism,
partly of an institutionsl, partly of a substantive kind, and these will be
considered subsequently. :

Thirdly, the concern of major developed countries with safeguard;ng their
balance~of-payments position against the consequences of the increase in oil prices
has led to a renewed search for readily mobilizsble sources of additional
llquldlty. Inevitably, attention has turned towards ways of mobilizing monetary
gold stocks which have been frozen by the imbalance between the official and the
merket prices of gold and by the restraint imposed by Fund obligations on the
freedom to engage in transactions in gold at market-related prices. Action along
these lines would‘doﬁbtless add to the already explosive increases in liquidity
that have occurred. further aggravete its maldistribution as between developed
and developing countries, and effectively delay, if not rule out entirely, the
prospect of establishing the SDR as 'a central reserve asset of the system. In
this regard, also, approprlate mechanisms would be required in the International
Monetary Fund. -

Fourthly, the maldlstrlbutlon of liquidity and the 1mpact of adverse
international economic circumstances involving simultaneous increases in the prices
of food, fertilizer and petroleum imported by many developlng coumtries have -
aggravated,thefadjustment.problems”of these countries.

The difficulties of the past year or so have been weathered largely as a

- result of aid initiatives taken by OECD and OPEC countries and by recourse to the

0il facility of IMF, and by a drawing down of reserves, each of these three

factors contrlbutlng roughly a third of the required financing. Since the higher

- price level for most of these commodities can be expected to form a permanent

_ feature of ‘the international economic landscape for the foreseeable future, there
is a clear need, in the view of developing countries, for a new set of facllltles

for: interim financing to ensble developing countries to take the correctlve actlons

’ necessary to adjust to th1s nev situation. :

The present situation from the standp01nt of the. developlng countrlee calls
for an equitable solution of the gold issue and the concentration on dev151ng
~adequate facilities to support adjustment of their economies to:a higher
11nternat10nal price" level, in order to avoid the contraction that might otherwise
“result, partlcularly for those most serlously affected by the current international
_.51tuat10n to a p01nt where they are llkely to be condemned to stagnatlon for an'
A 1ndef1n1te perlod : _ P :

The 1ntroduct10n of an 1deal set of reforms seems 1mp0331ble in current
economlc and flnanclal world condltlons and w111 1nev1tably have to be a 1ong—term :
project :
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None the less, its elements are worth defining. In the first place, reserve
creation should be no greater than is compatible with non-inflationary real growth
of the world economy. The conversion to an SDR srstem, whece SDR are created
annually on the basis of likely real growth and subject to =0llective international
decision, should resolve this particular problem. The reformed International
Monetary Fund might gradually assume the characteristics of a Central Bank, long
urged by Professor Triffin of Yale University. In the opinion of some, the lending

_power derived from the acceptance of SDR by surplus countries in settlement of
their accounts with IMF should be used for internationally agreed objectives,
including the financing of development in the third world. This would permit
these developing countries to adjust to the new internaticnal economic situstion
and even beyond, to carry through their programmes of development and economic
growth., Both these developments imply a phasing out, as already mentioned, of
gold and national reserve currencies from the monetary system and the restoration
of the kinds of pressures for timely adgustment in their balances of payments that
have beer: lacking in the past.

The immediate difficulty consists in how to make a start in this desirable
direction given the present set of international economic circumstances.

o Although present conditions may be unfavourable to such fundamental changes,
the current concern with mobilizing gold reserves may provide, in the view of
developing countries, an opportunity for exploring moxrs systematically a number of
approaches in the direction of reducing the role of gold, including the
establishment of a gold substitution account in the International Monetary Fund
whereby countries seeking to mobilize gold would turn in to the Fund, in exchange
for SDR, their monetary gold stocks at a negotiated price between present official
and market prices. This mechanism should include provisions for avoiding sharp
disturbances in the distribution of reserves among major groups of countries, in
partlcular those with low gold holdings, by alIOW1ng the latter group a share in
related SDR allocations. So far as the "overhang" of reserve currencies is
concerned, the mechanisms for consolidation of outstanding balances outlined in the
documentation of the Committee of Twenty still seems to deserve attention.

More immediately, however, what is essential, in the view of developing
countries, is to adapt facilities within the International Monetary Fund in a
direction that would enable developing countries, particularly those most seriously
affected, to carry through the adjustments that are required. In this regard high
priority attaches to the trust fund category of proposals. These recognize that
the adjustments required are of sufficiently long duration and that the eccnomies
concerned reQuire clearly concessional credit. One of the'proposals under
discussion envisages a trust fund to be administered under IMF auspices with a
repayment perlod of about 10 years for loans being granted and a grace period of

- @bout four years with clearly concessional interest rates below the present IMF .

rates of 4 to 6 per cent and the oil facility rate of T per cent. Further work
clearly must be done on the detailed administration and implementation of such a
proposal. A consideration that is relevant, however, from the stendpoint of a
recipient developing country, and that is no less applicable to the present IMF
- extended fund facility, is the degree of conditionality attaching to borrowing

"_under any such arrangement. It is. important in this- context for the criteria of

lending to affected countries to be sufficiently flexible to take account of their
" developmental needs broadly conceived. Otherwise there is a real risk that
- adjustment may be forced upon countries at a pace which may be totally incompatible
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with the maintenance of political and social cohesiveness within their domestic
systems, The difficulty that many of thesé¢ countries face is that major adjustment
measures are rapidly discovered to be inadequate in the centext of a rapidly
changing international economic¢ 'situation. Rather than enforce even further
adjustment measures on the countries concerned, as seems to be not unlikely within
the present context of Fund and Bank procedures anl practices, there seems to be a
major case, in the view of some, for taking & longer-term view of the situation so
that affected countries can be given the opportunity to carry through adjustment
measures at a more acceptable pace.

This in no way implies a reluctance on the part of these countries to carry
through needed adjustments, but merely that successful adjustment iwmplies that
measures will have to be tailored in a flexible fashion to particular country
situations.

Proposals of the kind under discussion for a trust fund call, in the view of
developing countries, for an addition to Fund resources which are essentially
unrelated to quota subscriptions. At the same time consideration might be given to
expanding the access of developing countries to inkternational credit within the
present structure of IMF quotas, which are the determinant of both rights and
~ obligations in the Internationsl Monetary Fund.

The quota determines both the country's national currency contribution to IMF
and its access to international credit. The quota also determines the weight of
each country in the binding decision-making'of the Fund. In practice jountries
which bulk large in international trade end income exercise a dominant voice in
 decisions that are binding on all members of the Fund - whether in regard to -
individual countries or in regard to new facilities of a more or less institutional
kind. The underlying premise is that those countries which have the capacity to
provide a relatively large share of international credit also have-a commensurate
need to draw on such credit, while at the same time exercising a right to police
the access to credl+ of countrles with a less dominant economic weight in the
system. -

As events have evolved, however, it is far from clear that countries with a
dominant weight in decision-making as determined by their present and prospective
Fund quotas are those with a relatively greater need to make use of Fund resources.
The oil-importing developing countries with a quota share of 22 per cent in the
total can legitimately expect to make a far greater use of the resources of the
Fund - i.e., international credit - than is warranted by this share, given both
the vulnerability of their export proceeds to fluctuations and the opportunity cost
to them of meintainirg reserves. At another extreme, the recent increase in the
share of OPEC countries reprasmts a recognition of thelr increasing economic.
weight in international trad: vather than of any impending need to draw on Fund
resources. Moreover, with the commencenent and the desired long=term evolution of
the SDR system, quotas have lost their earlier relevance as a means of contributing
to the supply of national currencies needed for the settlement of payments
imbalances, distinct from their key role in SDR allocation. ’

Pending the movement towards eventual refbrm of the 1nternat10nal monetamy
system along the lines sketched out earlier, it will be necessary, in the view of
developing countries, to explore ways and means of enabling developing countries
to have access to IMF resources in ways unrelated to their quotas. One simple way

’
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to begin to establish this principle would be to institute those changes in Fund
articles that would pexrmit IMF resources to be diverted to worth-while international
purposes of more or less direct benefit to the balance-of-pasyments positions of
developing countries. For example, a variety of funds have been set up under
United Nations auspices in recent months, for industry, agriculture ete., which
would be expected to serve primarily the needs of developing countries. The IMF,

in this view, should be given authority through appropriate changes in its articles
to subscribe to these newly established funds, in so far as they can meet the trade
needs of developing countries, so that its resources can be made available
indirectly for balance-of-payments support to developing countries. :

A more ambitious reform, favoured by some, would imply arrangements which
would separate voting power in the Fund from access to Fund credit. If quatas are
to be regarded as determining access to credit alone there is then no prima facie
reason, in their view, why the total access of developing countries to Fund
resources, instead of being the 27 per cent it is today, should not be
considerably greater - some would say as much as 50 per cent. The difficulty stems
essentially from the fact that, as mentioned earlier, quotas are also a key to
voting power. This kind of problem has been met satisfactorily in the World Bank
in the context of the setting up of the International Development Association,
where the voting rights of developing countries were separated from those of part I
countries who were the principal contributors to IDA; and it may be worth exploring
the possibilities for doing this in the context of IMF. Having said this, and
accepting that decision-making in the Fund ought broadly to reflect the
internstional balance of economic power, there is clearly today a case for
re-examining the distribution of voting power. Voting rights in IMF were determined
at a time when the international balance of power was far more concentrated in a
small uumber of countries than is the case today. Some feel that there is no
warrant in the present situation for permitting a single country to exercise g
veto power on decisions that have been overwhelmingly endorsed by the rest of the
Fund membership.

»

c. Séructural issues in the field of financing
1. Approaches

The present section outlines the approaches that seem now to be required on
the aid front and presents these at this stage in terms of the financial transfers
to third world countries that seem to he the minimum both warranted and feasible
for the remainder of the decade. Available projections indicate that developing
countries other than major oil producers and mineral exporters will, in the absence
of corrective and collective international action, be considerably worse off in the
second half of the 1970s and as compared with the historical experience of the
latter 1960s and early 1970s. What are the implications of even a modest rescue
operation - one falling below the Second United Nations Development Decade target
for countries with incomes below $200 GNP per capita and barely enabling those
countries with more than $200 GNP per capita to meet it?

The internat®onel discussion of the current world economic situation has seen
a proliferation oi' proposals for dealing with the problems of third world countries
adversely affected by recent price increases in a variety of commodities. It was
hoped by many that the United Nations Emergency Programme, after mobilizing the .
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support needed to deal with the problems of the most severely affected countries,
would lead, after the middle of 1975, to a longer-term set of arrangements
encompassing the generality of third world countries.

Two broad categories of proposals have so far emerged. The first category
comprises the "trust fund" proposals, two variants of which have been successively
put forward. Both imply the raising of capital sums of the order of $1.5 billion
to $2 billicn per year for disbursement to the most severely affected countries as
balance-of-payments support to help them adjust over time to the changed
international economic situation.

Both versions also provide for the canalizing of moneys through separate
institutional arrsngements with decision-meking power being distributed differently
from that prevailing in today's international financial institutions.

The other category of proposals seeks of Governments not the .capital sums
involved, which would be raised by the World Bank in the international financial
markets, but only contributions towards an interest subsidy which would enable the
Bank to open what has been termed a "third window" on terms intermediate between
the 8 per cent rate applicable to current IBRD lending and the commitment charge of
0.75 per cent governing IDA lending.

While these two categories of proposals - one for balance—ofkpayments support
and the other project-oriented - have been advanced at different times in
international discussion in an attempt to come up with other than ad hoc and purely
bilateral solutions in the present emergency situation, it is clear that :
possibilities exist of bringing about alternative blends of these proposals. As a
matter of pure logic, and assuming that Governments are willing to make finite
contributions on an annual basis to third world countries adversely affected by the
international situation, there is a certain awkwardness in splitting up any total
contribution that may become available arbitrarily into en interest subsidy
component, on the one hand, as in the "third window" proposal and a straightforward
capital transfer, on the other as in the trust fund proposals. Assuming that the
“capital sums required for dlsbursements can be raised in capital markets by the
World Bank, there would seem to be more economic logic in devoting whatever
governmental contributions are forthcoming to the purpose of interest subsidization.
. thereby permlttlng the raising of a substantially larger capital sum than is
envisaged in either the current form of "third window" proposal or any version of
‘the trust fund proposal

‘It is possible, for instance, to think of a somewhat larger version of the
"third window" proposal, which, while involving considerably smaller governmentsl
contributions than any of the trust fund proposals envisage, would still pe1m1t
the raising of a capital sum larger than the trust fund and "third window" proposals
taken together A study by the Trilateral Commission, a private European-Japanese-
North American group, estimates that a governmental contrlbutlon of no more than
$900 million would suffice to enable an enlarged "thind window" in the World Bank
to borrow: $3 bllllon a year at 8 per cent from OPEC countries and lend it to
lower-income countrles at 3 per cent in loans with 20-year maturltles and four-year
grace perlods. h/ The study recommends that such a "third window" subsidy fund be

, h/ Rlchard N Gardner Saburo Oklta and Berendjan Ud1nk QPEC, The Trilateral
World and the Developlng Countrles New arrangements for Cooperatlon 1975-2000
(Wew York, Trilateral Commission, 1975). ' .
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menaged along the lines of the Iranian trust fund proposal where representation
and voting power are equally shared between traditional donor countries, OPEC
countries and other developing countries. An even larger "third window" would be
possible if, say, the $1.5 billion to $2 billion mentioned in the United States
version of the trust fund idea could be devoted to interest subsidization. Any of
these could have both progranme and project subwindows, with, for example, the
progremme subwindow administered under joint Bank/Fund auspices. Doubtless, other
rermutations and combinations of interest subsidy alternatives and the associated
capital sums to be generated thereby would be possible. It is suggested, therefore,
that these be further explored with a view to fixing whatever interest subsidy is
warranted.

Other recycling proposals

Proposals of the kind just discussed, either of the trust fund or "third
window" variety, are not expected to meke any substantial contribution to the
recycling of the surpluses of OPEC countries. They are thought of rather as looking
after the transitional adjustment needs of the most severely affected and poorer
third world countries - the so-called fourth world - and the total sums required
are smell in relation to the probeble size of OPEC surpluses on whatever basis
these are estimated.

In a triangular world consisting of surplus OPEC countries, deficit developing
countries and deficit developed countries, these surpluses could be absorbed in one
of three ways. In the first place, the size of the OPEC surplus itself could be
reduced by a rapid absorption by OPEC countries of imports of goods and services
from the developed countries; in the extreme case, the size of this OPEC surplus
would fall to match the oil deficit of the developing countries, with current
account equilibrium being reached between OPEC and the developed countries, Another
alternative is long-term investment by OPEC in the developed countries, in which
case the surpluses are not extinguished but financed. The third possibility that
has to be explored is that of investment in developing deficit countries of OPEC
surpluses that can be recycled back to the developed countries in the form of
expanded payment from developing countries for the capital goods and other
developmental imports required of the latter. This possibility, it must be
mentioned straight away, is not an alternative to the others but should be viewed
as a very valuable and promising supplement. It has the singular merit of being
capable of being set up in a manner which safeguards the interests of all parties
involved in the transaction.

Typically, in the past, foreien investment was supplied to "host" developing
countries in a packaged fashion; in other words, the investing firm provided both
the technology and the finance, and in an increasing degree access to markets as
well. What the present situation permits is really the "unbundling" of this
package for the simple reason that, in the main, the sources of technology and the
sources of financing have been divorced from one another as a result of the massive
shift of funds to oil-producing countries. This creates opportunities for capital
to come in on terms that offer to host developing countries a measure of bargaining
and negotiating advantage which they did not.previously enjoy, while assuring
expanding markets for the technology and capital equipment of firms situated in the
developed countries, and, at the same time, provided satisfactory arrangements are
set up, both minimizing risks and offering profitable investment outlets to oik-
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producing countries. What the oil producers would require above all would be
adequate assurance that their investments could be protected against the political
risks of nationalization and in part ageinst the purely economic risks. So far as
political risks are concerned, it is arguable that these are likely to be less
serious than those that would be run by any OPEC country that places
disproportionate amounts of investible funds in developed country economies. So
far as economic risks are concerned, they could, in principle, be taken care of ocn
the basis of the simple presumption that whenever a large mass of money seeks to
find investment outlets - of the order of, for example, $25 billion annually -
enough projects will succeed to permit the successes to look after the failures in
a genuine insurance sense provided that some set of arrangements is devised to
give concrete effect to this presumption.

The kind of underwriting of risks that is envisaged offers notsble advantages
both to developing and developed countries. In a significant sense it "opens up"
the market for foreign investment by enabling smeller European producers to compete
on equal terms with United States transnationals - a possibility that is valid only
to the extent to which firms supplying technology may also seek joint equity
participation with the oil producers in third world investment and that is worth
considering to the extent to which it carries with it a continuing interest in
better management of the joint venture. In this sense both several developed
country capital exporters and developing host countries could gain a benefit. From
the host developing country standpoint, it also has the further advantage that the
rate of return vwhich would warrant an act of foreign investment is likely to
decline substantially.

~As for the problem of devising arrangements for the underwriting of investment
risks, elements of a solution again may be found in the interests of the developed
countries. Clearly, firms supplying technology stand to gain substantially from
the profitable investment in developing countries of OPEC surpluses which return to
them in the form of orders for equipment and technology, end provide ‘also for the
financing of the deficits being run by the developed economies collectively. The
market potential they face, may, indeed, be such as to persuade firms to supply
their technology on the basis of an adherence to codes of conduct for the transfer
of technology. ' .

A proposal worth exploring, in the opinion of some, could take one or both of
two forms. In the first place, joint ventures above a certain size could be
registered under a United Nations or other suitable multilateral umbrella, provided
they possess the following properties:

(a) A mlnor1ty share of the total equity that is below some specified limit,
say 15 to 20 per cent, for both the technologyhsupplylng firm and the OPEC country
supplylng 1nvestment funds taken together,

(b) The technology is furnished in accordance with provisions of a suitable
code of conduct to be internationally. negotlated, possibly 1ncorporat1ng a
»prlnclple of "fade out" in partlcular cases. ‘

Investments Te) reglstered would then benefit from some form of multilateral
investment insurance which would be extended to cover not merely the traditional
polltlcal risks but also economic risks as well, Issues arise as regards the
burden-sharing of premium contributions towards such insurance and as regards the
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distribution of guerantees, But an assumption of a substantial component of the
guarantee element at any rate collectively by the developed countries does not seem
inequiteble, in the view of some, considering the benefits they would derive from
these arrangements and the unlikelihood of any guarantees being called upon to be
honoured, given, as mentioned, the presumption that enough projects are bound to
succeed to look after the failures in a genuine insurance sense,

An alternative tack along which the same set of notions can be developed
consists in the adaptation of the idea of "internationsal investment trusts" which
would operate to assure to OPEC subscribers to any such unit trust a minimum rate
of return which could be established actuarially on the basis of a presumption
that "X" per cent of projects financed by the trust are bound to succeed. i/

A third possibility, in the opinion of some, is to instutionalize OPEC
investment in inflation-proof World Bank bonds, which would be collectively
guaranteed by the developed countries. The monies could then be routed to third
world development on a straightforward commercial basis, through the same network
of intermediary unit trusts as in the previous case. The difference would be that
the World Bank would be the sole investor when it comes to investment in developing
countries but would have to draw on the resources of the international investment
banking community for the purpose of project development. If World Bank finance
were made available on a joint venture basis involving it in equity participation,
then it could accumulate over time the difference between its investment income
and its obligation to o0il producers for concessional lending to other developing
countries. Its profits would, of course, be lower if it departed from the joint
venture formet and continued with its normal procedure of commercial lending.

A fourth possibility is to expand the existing International Finance
Corporation, which invests in equity participation in developing country
enterprises, by some agreed increase in its capital, subscribed in equal shares by
the OECD and OPEC countries.

2. The restructuring of decision meking in the World Bank

Voting power

The quota in the Bank serves a very different function from a country's quota
in the Fund. Whereas in the Fund the quota serves as a prima facie measure of a
country's right to gain access to Fund credit, no such right inheres in a country's
quota in the Bank. For the major donor countries it represents, rather, a set of
obligations in that any donor's quota is a function of its donations to the Bank
which are then availsble for lending to other, and today mostly to developing,
countries, The voting structure proceeds on the basis of 250 basic votes per
country which is given to each country on an across-the-board basis, plus one
additional vote for every hundred thousand dollars worth of contributions. Out of
every 10 per cent of addition to the Bank's capital subscription by any donor,
only 1 per cent need be paid in convertible currency and 9 per cent in the donor's
own currency. The balance of 90 per cent represents callagble capital and in effect

i/ See Roosa, Fdrmanfarmaian, Okita, et al., "How can the world afford OPEC
0il?", Foreign Affairs (New York), vol. 53, No. 2, January 1975.
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adds to the strength of the guarantee powers of the Bank as an institution.
Moreover, it is open to any single donor to pre-empt the entirety of a proposed
capital increase in the Bank framework by the down payment of 10 per cent of the
total so that it is enabled in this way to prevent the erosion of its voting
capacity in the Bank system.

The present capital subscription to the Bank is of the order of $25 billion,
of which 10 per cent has been paid in. The voting power of Part I countries, the
principal donors, that is, represents 64.3 per cent of the total vote, of which the
United States has been by far the largest donor, thus exercising an effectlve veto
power controlling more than one fifth of the vote. The OPEC countries, as a group,
represent 4.96 per cent of the total vote so that what for Bank purposes have been
termed "other developing countries" have a total of nearly 31 per cent of the
vote. j/ The share of the developing countries has been maintained in this voting
structure despite their insbility to contribute to the Bank's cepital, largely for
the reason that the Bank has expanded its membership since its'inception. Since
the voting power of each developing country is, by and large, limited to the basic
vote each country receives on joining, it is the additions to the Bank's membership
of developing countries over the years that have enabled the share of developing
country voting power in the total to remain at the present level despite increases
that have taken place in the Bank's capital structure with contributicns coming
principally from the donor countries which thereby automatically add to their share
of the total voting power. In other words, historically, the growth in membership
of the Bank from developing countries has served as an offset to the increase in
the voting power of Part I countries that would have otherwise resulted with the
growth in the subscribed capital of the Bank.

This situation defines the principal problem with the Bank's voting procedures
‘that has to be considered. Now that the Bank's membership comprises virtually the
entirety of the third world the latter group's voting share of 31 per cent becomes
threatened with erosion w1th any further expansion of capital subscription by
Part I and OPEC countries taken together. One simple method of maintaining or
~ improving the share of developing countries in the total is to effect an amendment
to article V, section 3 (a) of the Bank's Charter so as to increase the basic vote
from 250 for every member country to whatever amount is consistent with the desired
voting share of developlng countries. This way of handling the issue has the merit
that the increase in basic vote is made on an across-the-board non-disceriminatory
ba51s.wh1ch applies equally to Part I, OPEC and other developing countrles.

While quotas in the Bank do not, as mentloned give automatic access to
credlt they are of crucial 1mportance in determining the lending policies of the
1nst1tut10n. -Therefore, any greater degree of participation by developing
countries in the worklng of the Bank must necessarily imply a significant increase
in their voting share. Any such increase must however be consistent with the
legitimate concern of lending countries to exercise a major influence in decision.
making for the reason that it is inevitable in a credlt institution that those
providing the monies would require to make sure that their investments are

: J/ This category, it should be mentioned, includes countries which do not fall
‘within the United Nations Group of T7. It includes China, Greece, Spain, Turkey
and Portugal, so that, if adjustments are made for this, the share of the Group

of 77 is somewhat lower nearer 27 per cent.
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safeguarded. Consistent with this constraint, however, the present situation
permits a considerable margin of menceuvre for the "other developing countries".
One possibility, in the opinion of some, is that an equitable balance of interests
for the various groupings of countries concerned would be an increase in the share
of "other developing countries" to 40 per cent, of OPEC countries to 15 per cent,
leaving the Part I cowntries with a reduced share of 45 per cent. In this
situation, there would seem to be no warrant for altering the 80 per cent voting
requirement for certain decisions. A pro rata reduction of the voting power of all
Part I countries would no longer permit a veto to be exercised on Bank decisions by
any single country, but by an appropriate grouping of Part I countries.

Secretsarisb

The representation of developing coumtries in the over-all structure of
Bank/Fund staffing is today relatively week. These institutions have a somewhat
vital role in assessing country performance from the standpoint of appraising the
need of a recipient to receive international credit. This function is common to
both institutions. The present structure of the staffs of these institutions means
in effect that decisions may tend to be taken at senior levels by staff who may
have had no direct experience of living, working and making policy in a developing
country. This particular tendency is aggravated to the extent that these
institutions have in recent years been building up a career service through their
junior professional programme in which able personnel are recruited directly from
universities and remain in the service of the Bank/Fund and rise rapidly to senior
positions. Where, as is increasingly the case, recruitment to the, junior
professional programme comes from developing countries, this process has the effect
of cutting off senior policy mekers in the institution from access to direct
country experience in a policy-making capacity.

What this suggests is the need in the Bank system for considerably more cross-—
fertilization to occur at the staff level through, for instance, appropriate
exchanges of personnel between member countries and the Bank staff. One way in
which this might be achieved would be through an extended involvement of the Bank
in technical assistance so that its personnel can receive the direct flavour of
country experience in the field. Provision could well be made for senior-level
appointments in the Bank to require a minimum period of work in the field., There
gshould, in addition, be at the very high echelons of the Bank a substantial core
of senior personnel from developing countries who have held responsible policy-
making positions, so that Bank decision making can take into full account the
socio-political complexities of developing countries that are sometimes missed in
recommendations being currently made.
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Annex IIT

LIST OF CONCLUSIONS AND RECOMMENDATIONS OF THE
GROUP OF EXPERTS, PREPARED BY THE SECRETARTAT*

I. WHY RESTRUCTURING?

1. In its thirtieth anniversary yeer the United Nations has reached a turning
point. In one direction lies the prospect of new capacity to cope with the central
issues facing menkind in the decisive last quarter of the twentieth century. In
the other direction lies the danger of a decline in the effectiveness of the United
Nations. Which direction the Organization takes will be significantly influenced
by the decisions on policy and structural questions which its Member States teke in
the months and years ahead. A world without a strong United Nations, in the.
opinion of the Group, is inconceivable. It is in the interest of every Member of
the United Nations to make the Organization a more effective instrument for the
strengthening of international peace and security and for international economic
and social co-operation. (paras. 1 and 2).

2. The proposals of the Group of Experts for structural change are designed to
eaable the United Nations system to:

(a) Deal with international economic and social problems in a more effective
and comprehensive manner, with better co-ordination throughout the United Nations
system as a whole}

(b) Harmonize, as far as possible, the views and approaches of Member
countries towards these problems; :

(c) Contribute to a significant improvement in the transfer of real resources
and technology to developing countriess

(d) Promote economic co-operation between States, 1nclud1ng those with
different social systems;

(e) Increase the capacity of the United Nations system to provide es°ent1a1
services for all its Members; ; , .

(f) Improve the management of United Nstions resources avallable for
assistance to the developing countries so as to maximigze the beneflt to these Tl
countries; h

(g) Respond effectively to new opportunities, problems and challenges arlslng
from changing requirements of world economlc ¢o-operation; »

(h) Foster better utilization of the capabilities of developlng countrles for
economlc and technical co-operatlon among themselves;

® The present annex does not form part of the report of the Group of Experts
on the Structure of the United Nations System and, therefore, has no official status.
It has been prepared by the Secretariat at the request of the Group of Experts for
the .convenience of the reader, it being understood that a full appreciation of the
Group's recommendations requlres that the report be read in its entirety.
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(i) Make the United Nations a more effective instrument for the establishment
of a new, more rational and Just international economic order (para. i4).

3. While the members of the Group mey place a somewhat different emphasis on the
factors mentioned below, they are in agreement that the following represent major
problem areas where structural improvements will be necessary if the United Nations
system is to realize its potentialities as an instrument for development and
international economic co-operation: (1) fragmentation of effort, (2) decision
meking, (3) methods of work, (4) levels and type of representation, (5) the
artificial separation of planning and operations, (6) the quality of the ;
international staff, (7) functions not yet adequately performed in the institutional
structure, (8) problems of universality of membership, and (9) regional structures
(peras. 15-25).

L, The Group of Experts had neither the time nor the resources to develop fully
detailed answers to the nine basic structural problems identified above. What it
has sought to do in its report is to provide, in broad outline, a picture of what
a restructured United Nations system might look like, and a number of practical
first steps to implement that institutional design. The Group has confined itself
to0 recommending reforms that can be initiated by the General Assembly itself and
which do not require amendment. of the Charter. The Group recognizes that many of
the proposals made in its report will require some time for their full discussion
and implementation, yet it believes that some of them can and should be set in
motion by the General Assembly this year to provide a clear signal to the world that
~ the urgently needed process of institutional revitalization has in fact begun.
Without that, talk of structural reform will lack real credibility (para. 26).

5. The Group is proposing major changes in the central structures of the United
Nations. Its proposals call for new approaches to the handling of economic items
in the General Assembly, a major reform in the Economic and Social Council and its
subsidiary bodies, and new consultative procedures to encourage agreed solutions
leading to speedy implementation by Governments. They also call for the creation
of a new post of Director-General for Development and International Economic
- Co-operation to provide leadership to the central Sedretariat and the entire United
Nations system, and for the consolidation of funds for technical co~operation and
pre-investment activities in a United Nations Development Authority (UNDA), headed

': by an Admlnlstrator who would serve as a deputy to the Director-General (E ara. 27).

: 6. In mov1ng towards the 1nst1tut10nal design put forward in the report, it will

~ be essential to ensure that, at every stage in the reform process, the enlightened

f‘self-lnterest of Member States in development and international co-operation will be
promoted rather than sacrificed.  Decisions taken to strengthen the central ’
institutions are 1nev1tably linked to decisions in some key sectoral areas
(para. 28).

‘7.- For example, some members of the Group feel that the app01vtment of a
- Director-General for Development and International Economic Cc-operation, as
envisaged in the report, and the agreement that he should be a national from a
‘developing country when the Secretary-General is from a developed country, should
be conditioned upon the gradual incorporation into the central Secretariat of those
portions of the UNCTAD secretariat that are nut dealing with sectoral trade :
. .questions. For other members of the Group, however, the creation of UNCTAD
reflected the widespread feeling that the then existing structure of the Economic
" and Social Council was not serving the international community and especially the
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developing countries sufficiently well. These members feel that the incorporation
into the central structure of those portions of the UNCTAD secretariast not dealing
with trade questions, and especially those concerned with development financing
and international monetary issues, should only teke place when developing countries
are satisfied that the new central structure is able to deal adequately with such
questions. In their view, progress in the field of monetary reform, especially
revisions in the distribution of voting rights under the weighted voting system of
the World Bank and the International Monetary Fund, is an essential prerequisite.
The same principle applies to the incorporation of the intergovernmental organs of
UNCTAD into the revitalized central structure. These members feel, moreover, that
pending the development of an adequate institutional framework for dealing
comprehensively with trade questions - an ITO or other device - it would not be
realistic to expect any such incorporation of either the Secretariat or the
intergovernmental components of UNCTAD into the central system (para. 29).

8. To take account of the above concerns, the Group recommends that in its first
biennial period the Economic and Social Council should not establish negotiating:
groups of the kind outlined in chapter II, section D to deal with subjects under
consideration in UNCTAD. At the end of this initial two-year period there should
be a review to decide whether the central structures sre working sufficiently well
to warrant further progress in the direction of strengthening the central
institutions. The Group further agrees that during this transitionsal period, the
decision-making process of UNCTAD should be improved by the application of the
consultative procedures proposed in the report (para. 30).

9. Similarly, with respect to the subject of operational activities, in

chapter II, section F, some members of the Group feel that the eventual
consolidation of the various existing funds into the new UNDA and the designation of
the Administrator of UNDA as deputy to the Director-General for Development and
International Economic Co-operation must be dependent upon the negotiation of
satisfactory arrangements regarding the composition of the new Operations Board and
the division of responsibility between that Board and the Council and the UNDA
Administrator, as well as a satisfactory definition of the status of the .
Administrator. The Group, therefore, recommends that these views be accepted as
part of the general understanding governing the implementation of the proposals
regarding the new UNDA, while noting its expectation that such concerns can be-
taken care of in negotiations within a two-year period (para. 31).

10. The Group envisages a process of institutional restructuring which could be
initiated immediately by the seventh speclal session of the General Assembly and
unfold over a five-year transitional period, during which the many difficult
questlons involved could be resolved to the satisfaction of all the Members. At
every stage during the five-year period the General Assembly could examine the
measures needed to implement the restructuring with a view to epnsuring a fair ;
balance of advantages to different groups of Member States, and all the measures
would be reviewed at the end of the five-year period to ensure that the
"restructuring in the centre and the sectoral areas was mutually compatlble and
regarded as satlsfactory by the membership as a whole (pera. 32)
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II. CENTRAL STRUCTURES FOR GLOBAL POLICY- MAKING, PROGRAMMING AND
PLANNING AND OPERATIONAL ACTIVITIES

1. General Assembly

1.1l . Whenever issues of global significance need urgent and separate consideration,
special sessions of the General Assembly, on the pattern of the sixth and seventh
special sessions, or special sessions of the proposed "Development Committee" (see
recomtenidations 1.3=1.6), should,after careful preparation, be convened rather
than ad hoc world conferences (para. 37 (a)).

1.2 There should not ve a fixed periodicity for any global conferences; a decision
as to the best timing and approach and the most suitable arrangements for the
consideration of a given issue should be taken by the Assembly, on a case-by-case
basis, in the light of developments. For this purpose, the possibility of convening
specidal sessions of the General Assembly or special sessions of “the proposed
Development Committee should be explored a/ (para. 37 (b)).

1.3 The Second Committee of the General Assembly should be renamed the Committee on
Development and International Economic Co-operation (tc be known as the "Development
Committee"). Consideration should be given to transferring from the Third Committee
to the Second Committee, on a case-by-~case basis, those items on social development
that might more appropriately be dealt with in the Second Committee, bearing in mind
. the need co avoid overloadlng the Second Committee's agende (para. 39 (a)).

1. h The agenda of this Commi ttee should be orgenized around meaningful clusters of
“issues (rather than be based on a mechonical consolidetion of some of the items that
traditionally appear on the agenda of the Second and Third Committees), reflecting an
integrated ‘approach to the economlc and social aspects of development (para. 39 (b)).

1.5 Some days dur1ng the meetlng of this Committee .should be organlzed for
discussions and decision making at senior or ministerial level on kev 1ssues that are
ready for decision (para. 39 . (c)) ’

1.6 The Economlc and SOClal Counctl shoulid be consulted in the elaboratlon of the
Committee's agenda and should be asked to prepare its d1scussmons and submit draft
recommendations for action by the Committee (para. 39 (d)).

1.7 The Th1rd Commlttee should be renamed the Commlttee on Soclal Problems, Human
>nghts and Human1tar1an Act1v1t1es (para. 39 (e)). ’ :

2. Economlc and Social Counc1l

2.1 The General Assembly at 1ts forthcomlng special session should reafflrm the
V,Councll's central role with respect to global policy formulation and implementation
”5fand the settlng of prlorltles for the system as a whole (Eara. Ly). :

2 2 The Counc1l should organlze 1ts programme on a b1enn1al basis, w1th its calendar
" gubdivided into frequent subject-oriented sets of short sessions spread throughout
the . calendar year (except during the General Assembly perlod) These sessions would

R a/ The above recommendatlons, of course, have to be read subJect to the‘“
understandlng mentioned in paragraphs 7 and: 8 above. It is understood that the
- fourth session of UNCTAD would take place as scheduled and that a decision on the
fifth session would be made in connexion with the review of the transitional
arrangements in the llght of the effectlveness of the central institutions.
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take place in New York, Geneva or in other cities, such as Nairobi, depending on the -
subject-matter and the location of the relevant secretariat units. A typical
celendar of the Council under these arrangements would be as follows:

(a) An initial substantive session (presumably in January of the first year)
devoted to the identification, in the light of the General Assenmbly's debates and
decisions and an analysis and assessment of the economic and socisl situetion, of
the themes and issue areas to be included in the Council's programme of work and the
preparation on that basis of the Council's calendar;

(b) Short subject-oriented sessions devoted to policy making in respect of the
mejor issue are+s identified as requiring policy decision would then follow
throughout the two years; the programme for these sessions should be set so as to
ensure that all sectors et present covered by the Council's subsidiary machinery,
such as population, environment, netural resources, science and technology, social
development, humen settlements etc., would 8ll be discussed either in their present
form or in some appropriaste regrouping, over the two-year cycle;

(g) The calendar would also include, every year, a one-week ministerial session
(which might be held during the last week of June) devoted to an over-all policy
review, focusing mainly on world economic questions, including trade, monetary and
financing issues related to development, and to the preparation, on the basis of the
results of the preceding meetings, of a policy statement to be submitted to the
General Assembly for its consideration and adoption;

(d) This ministerial session would be followed each year by two sessions of
about two weeks each, to be held preferasbly during the month of July, to carry out in
succession: (i) a review, in alternate years, of programme budgets and medium-term
plans, respectively, of the entire United Nations system, b/ and (ii) a review of the
operational activities of the system, including, in particular, the activities of the
United Nations Development Authority proposed below (see recommendation 6.3 below)

(para. 46).

2.3 The Council should establish small negotisting groups to deal with key economic
issues identified by it as requiring further negotiations with & view to bringing
“about agreed solutions (see in this connexion recommendation 4.1 below) (para. L49).

2.4 The General Assembly should recommend to Member States that they take all the
steps necessary to ensure the systematic attendance of higher-level and more »
specialized government representatives at the Council's meetings, it being understood
that the composition of such delegations would be governed by the specific
subject-matter to be considered at any given session (para. 51). -

2.5 The United Nations should provide travel expenses for a number of delegations .
from capitals to meetings of the Council, along the lines of the present practices.in
regpect of the General Assembly and the meetings of the functlonal comm1s31ons of

~the Council (para. 50).

2.6 The executive heads of the specialized agencies and programmeé-concerned should
be urged to participate as actively as possible in the Council's review of issues
impinging upon their fields of responsibility (Bara. 52).

“““ﬁ?‘ﬁE‘explalned in chap. II, sect. E on Planning, programming and budgetlng, the
Council's review of the programme budget and medium-term plan of the United Nations
pProper would be undertaken with a view to adopting decisions thereon, whereas the
Council's review of the plans, programmes and budgets of the specialized agencies
would be for the purpose of co-ordination, bearing in mind the constitutional
autonomy of the agencies. 93-



2.7 The Council should assume direct responsibility for the work now performed by
its existing subsidiary bodies. As a result, the permanent commissions and
committees of the Council would be discontinued, except for the following bodies:
the regionsl commissions; the Statistical Commission; the Commission on Narcotic
Drugs; the Committee for Ievelopment Planning; the Commission on Transnational
Corporations; and the Commission on Human Rights. The Council should, over a
two-year cycle, address itself to all of the sectors now covered by its subsidiary
machinery, either in their present form or in some appropriate regrouping

(para. 54).

2.8 The Council should be assisted by a subsidiary body in connexion with its
responsibility with regard to the programme budgets and medium-~term plans of
organizations and their co-ordination (see recommendstions 5.7-5.8 below)

(para. 55).

2.9 As already provided for in the Council's rules of procedure:, any country not
a member of the Council which was especially interested in a particular sectoral
issue should be permitted to participate in the relevant discussion with all rights
of membership, except the right to vote (para. 57).

2,10 Since the discontinuance of a number of subsidiary bodies dealing with
sectorel “areas could create considerably greater pressure for representation in the
Council, the General Assembly and the Council should consider the suggestions
mentioned in paragraph 58, and other p0551b111t1es with a view to meeting this

problem (para. 58-59).

2.11 Countries not members of the Council should be eligible to partlclpate in the
Counc1l's negotiating groups with the same rights as members (in this connexion, see
‘recommendatlons 4.1 and 4.2 below) {para. 60).

- 2.12 The Council should assume direct responsibility for the work now performed
by the Committee on Natural Resources, the Committee on Science and Technology
for Development, the Committee on Review and Appraisal, the Committee on Crime
Prevention and Control, the Population Commission, the Commission for Social
Development , the Commission on the Status of Women, and the Committee on Housing,
‘Building end Planning, all of which would cesse to exist (para. 61 (a))."

2.13 The Committee on the Application of Science and Technology to Development

- should cease to exist. Instead, to provide the United Nations in general and the
Economic and Social Council in particular with ready access to the resources of the

world scientific community, small ad hoc groups of scientists should be convened

" on a case-by-case basis to study spec1f1c problems and formulate recommendations

which would then be taken into account by the Council in the formulation of ‘

relevant policies. ¢/ ‘The establishment of such groups, which would be based on

rosters ‘of scientists representing & wide range of scientific disciplines, would

provide the Council with the necessary flexibility to deal, as approprlate, w1th

diverse and constantly changlng 1ssues (para 61 (p)).

'c/ The Unlted Nations Sclentlflc Committee on the Effects of Atomic Radlatlon9
being a :subsidiary body of the General Assembly, would not be affected. On the
- other hand, the United Nations Scientific Advisory Committee would be discontinued. -

4
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2.1% A science adviser to the Secretary-General should be appointed. He should
be an individual of international eminence and recognized competence, to serve as
a link between the Secretary-General and the world scientific¢ community. His main
function would be to provide timely advice to the Secretary~General to help him
anticipate the impact of advances in science and technology and identify the
options that their application presents, especially for the benefit of the
developing countries (para. 61 (b)).

2.15 The Counc1l should assume direct responsibility, through the device of
subject-oriented sessions as described above, for the policy functions in respect
of environmental issues at present being carried out by the Governing Council

of UNEP. Inasmuch as responsibility for managing the UNEP Fund would be assumed
by the proposed Operations Board responsible for all pre-~investment funds

(see recommendation 6.4), the Governing Council of UNEP would be discontinued.
The environment secretariat would remsin in Nairobi, subject to the authority of
the Director-General for Development and International Economic Co-operation

(para. 61 (c)).

3. Secretariat support facilities

3.1 In recommending the following changes in the central Secretarist, the Group
of Experts anticipates that there would be no increase in staffing costs; indeed,
these changes may result in substantial savings that could be utilized for
operational purposes (para. 69).

Reorientation of the Department of Economic end Social Affairs

3.2 A necessary first stép towards strengthening the analytical capabilities of
the Secretariat and enabling it to concentrate its efforts on the task of
providing support, on an interdisciplinary basis, for the policy-making function
of the Council, is to .divest the Department of Economic and Social Affairs of its
sectoral technical functions in the economic and social field and, particularly,
of its sectoral operational responsibilities (para. 70).

Director-General for Development and International Economic Co-operation

3.3 Within the United Nations Secretariat, a new post of Director-General for
Development and International Economic Co-operation should be established. : This
official would be directiy responsible to the Secretary-Genersl, would serve as
primus inter pares among the heads of United Nations organizations and agencies
dealing with economic and social affairs and would be in charge of directing all '
activities at present being carried out by the Department of Economic and Social™ ™"
Affairs and the various United Nations offices and programmes with respect to
research, policy-making support, interagency co-ordination and operational ,
activities. The autonomous position of the specialized agencies would, of course,‘~
not be affected, but the new Director-General would seek to promote improved o
system-wide co-operation. He would chair the proposed Advisory Committee on
Beonomic Co-operation and Development mentioned below (recommendation 3.8). "He'
would need to be assisted in this task by two Deputy Directors-General, one for
Research and Policy, and the other to serve as Administrator of the new United
:Nations Development Authority. Under these arrangements, the existing post of
Under-Secretary-General for Economlc and Social Affairs would cease to exlst ‘

(p ara. fl 1).
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3.4 The Director-General should be appointed by the Secretary-General and
conf;rmed by the General Assembly. Careful procedures would need to be establishet
fbr the process of selection of the candidate, to ensure that the individual chose:
'enjoys the confidence of all groups of countries. The implementation of this and
relatad proposals should be carried out in a manner that ensures the fullest
understanding and co-operation of the specialized agencies a&s this is a necessary
basis for the successful operation of the system envisaged here (para. 13).

3.5 The post of Director-General should be assigned to a national of a developing
country, at least during those years when the post of Secretary-General is
sceupied by a national of a developed country. If the post of Secretary-General
were oczupied by a national of a developing country, this arrangement would have
to be reviewed. (It should be understood that the reference to developed and
developing countries is to be interpreted as embracing countries with different
social systems.) The post of Administrator of the new United Nations Development
Authority and that of Deputy Director-General for Research and Policy could then
be allocated, respectively, to a national of a developad country and a national of

a developing country (para. Ti).

" 3.6 The Director-General should be elected for his five-year term at the same
time as the Secretary-General is elected for his five-year term. However, if the
proposals in the Group's report are accepted, the Director-General could be
appointed on an interim basis in time for his appointument to be confirmed by the
General Assembly at-its thirtieth session (para. Th).

3.7 As it builds its capacity for global inter»sectoral aneslysis, the Director-
. Genersl's staff should progressively be able to function as an early-warning system
‘geared 40 prov1d1ng t1me;y and effective advice to the inteirgovernmental organs.
" -on major emerging developments in the economic sphere requiring their urgent action
In order to play this role effectively, this secretariat should have at its
5dlsposal a flexible mechanism for drawing upon the expertise and knowledge of
existing international organlzatmons2 natlonal Governments and the private sector

. generally (para. ). T

RN

_'Adv1sorx Commlttee on Economic Co-operatlon and Develqpment

3 8 A new 1nteragency mechanlsm, to be known as the Advisory Commlttee on Economic
Co-operatlon end Development, should bz established, under the chairmanship of the
. new Dlrector-General for Develcpment and International Economic Co-operation. The
Managlng Director of IMF, the Pre51dent of the World Bank, the Secretary-General
of UNCTAD, the Executive Director of UNIDO the Directors-General of the ILO, FAO,
UNESCO and WHO .the Executzve Secretaries of the regional commissions, the Deputy

' ;Dlrector-General for Research and Pollcy and the Administrator of the new United

-~ Nations Development Authority would be ex officio members of this Committee.

.. The D;rector—General .of GATT would also be 1nv;ted to Join the- Committee, g/ and
the executlve heads of other Unzted Nations agencies and programmes would be

. 1nv1ted, as necessary, ‘to attend. The main task of the Committee would be to
review the world economlc and social situation and bring to the asttention of
.hlgh-level meetlngs of the Economic and. SOCl&l Councll, together with its own
:assessment and recommendatlons, ell issues Whlch, in its view, require international
ydec1slons and act;ons. Whenever poss ble, alternatlve pollcy optlons should

a/ See reconmendatlon 9 2 proposzng that GATT and the United Natlons enter into
a mutually. satlsfactor, agreement providing for g formal relationship, 1nc1ud1ng
exchange of 1nformat1on and closer admlnlstratlve collaboratlon. :
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be developed for subnission to the Council, either by the Committee as a whole
or by any of its members (paras. 77-78). .

Joint research, plenning and programming staff

3.9 A small "joint unit" should be established within the new Director-General's
Office to be composed of high-level staff seconded by the various organizetions

of the system - for a longer or shorter duration depending on central

requirements - and such other highly qualified officials as may be required by the
Director-General. This Joint staff, whose members would be responsible to the
new Director-General and would not, therefore, formally represent the agencies to
vhich they belong, would have the following functions:

(a) To serve as a centre for global policy analysis and assessment, in
- support of the work of the Advisory Committee and the Economic and Social Council;
and

(b) To serve as a system~wide planning bureau for the elaboration, on the
basis of general policies and priorities laid down by the Council, of short- and
medium-term plans to serve as guidelines for the programmes of individual
organizations. It would also develop budgetary proposals for joint programmes
in close collaboration and consultation with the Department of Administration and
Management of the United Nations Secretariat and the relevant organs and offices
of the specialized agencies (paras. 80-82).

- Deputy Director-Genersl for Research and Policy

3.10 The staff under the Deputy Director-General for Research and Policy should
be structured along intersectoral lines and should be so organized as to ensure
that expertise on major aspects of development and international economic
co-operation is available to it. This staff would have the responsibility of
digesting and analysing material and inputs coming to the centre from the
various sectoral components of the system and of preparing on that basis concise
documentation for action by the Economic and Social Council (para. 83).

Admihisﬁrator of the United Nations Develgpment Authoritx!

3.11 To ensure harmony between planning and operatlons, it would be useful to
establish a post of Administrator of the United Nations Development Authorlty,
who would be responsible for the functions now being carried out by the -
Administrator of UNDP and the executive heads of other United Nations voluntary
programmes and funds for- technical assistance and pre~investment activities -7
(excluding, for the time being, the Executive Director of UNICEF (see
recommendation 6. l)) In addition, this official would also serve as a Deputy
to the Director-General for Development and International Economic Co-operation.
It is recognlzed that the eventual consolidation of United Nations funds in the
new UNDA and the designation of the Administrator of UNDA as Deputy to the . -
Director-General for Development and International Economic Co-operation must be
‘dependent on the negotlat1on of satisfactory asrrangements with regard to the

RN

composition of the new Operations Board and the division of responsibility between

the Board and the Economic and Social Council and the Administrator of UNDA, as
well as a satlslactory definition of the status of the Admlnlstrator. It is
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expected that these negotiations could be concluded within a two-year period
(para. 84).

Co-ordination arrangements

3.12 The Inter-Agency Consultstive Board (IACB) of UNDP and the Environment
Co-ordination Board (ECB) should be merged with ACC. However, the Programme
Working Group and the Meeting of Environmental "Focal Points", the two subsidiary
bodies that now back up IACB and ECB, should be malntalned and function as
subsidiary bodies of ACC (paras. 87-88).

3.13 In order to avoid duplication, ACC should be kept regularly informed of the
work of the new Advisory Committee on Economic Co-operation and Development
(see recommendstion 3.8 above) (para. 89).

3.14 With respect to the responsibilities at present assigned by ACC to its
Preparatory Committee, the executive heads should be invited to carry out these
responsibilities themselves, or if those responsibilities have to be delegated
to another body, that they be represented on that body by their deputies who
would have full authorlty to act on their behalf (para. 90).

3.15 Steps should be taken for a progressive reorientation of the work of the

subsidiary bodies of ACC towards joint programming and planning. The progress
made in this direction, and the obstacles faced, should be regularly and fully
reported to the intergovernmental organs concerned (para. 91).

Personnel practices and policies

3.16 Member States and those who bear the principal responsibiliti for the
management of the international civil service should rededicate themselves to the
Charter requirements concerning the recruitment of staff (para. 93 (a)).

3.17 Competitive examinations for United Nations service should be held and
recruitment requirements with regard to academic and other formal qualifications
should reflect the diversity of cultural and socio-economic settlngs in the

_'»dlfferent regions of the world. Countries in a subregion or region should be
- permitted, on the basis of mutual agreement, to pool the number of secretariat

posts allocated to them for purposes of satisfying the requirements of equltable
~'geograph1cal dlstrlbutlon (para. 93 (b)) .

3 18 A programme of pre-recrultment training” ‘should be undertaken to assist
developing countries, particularly the least developed among them, in the training
of candidates for posts subject to ‘geogrephical distribution. While the main
purpose of such an operation should be to train candidates for United Nations
_service, the programme should also envisage training for natlonal eivil service

- since developing countries, especially the least developed, cannot be expected

- to send’ their best technicians unless the programme, at the same time that it

provides tralnlng for service in the United Nations system, helps to satlsfy
" national needs for skilled personnel (para. 93 (e)).

‘3 19 Steps should be taken to 1ncrease the proportlon of women in the profe331onal
category, especlally at the sen1or level (para. 93 (4 ))




3.20 A United Nations Fellows Programme should be established to bring to the
United Nations system young people of superior ability from all regions of the
world (para. 93 (e)).

3.21 To upgrade the skills of United Nations staff members, bring them up to date
on new developments in their fields, improve their morale and enhance prospects
for career development, the following measures should be taken:

(g) Consideration should be given to reviving the Staff College project
as part of the development of new and improved training facilities. The Staff
College would not only provide common training to officials coming from different
agencies but would also give ‘them the opportunity to exchange experiences and
establish personal relationships of lasting professional value once they return
to their respective posts throughout the United Nations system. It would thus
help generate a system-wide sense of common identity that would make a 51ngular
contribution to the cohesion of the United Nations family of agencies;

(p) In view of the rapid pace of change in the various areas of United
Nations interest and action, staff members should be encouraged to take
sabbaticals in universities or institutes of advanced study to refresh and
enharce tneir knowledge and skills;

{¢) Staff rules concerning retirement should be applied more rigorously;

(d) Personnel rules and practices, particularly in respect of 1anguage
allowances for professional staff pursuart to General Assembly resolution
2480 B (XXIII), should be set and applied to avoid any discrimination against
staff whose mother language is not one of the off1c1al languages of the United
Nations;

(g) Measures should be taken toiimprove the United Nations system of career
development, including greater staff mobility within and between different United
Nations agencies;

(;j The promotion process should do more to reward ability and initiative,
and administrators should show more willingness to eliminate unproductlve staff;

(g) There should be better and more frequent communication between high-level
and lower-level staff since the latter are often not adequately informed about the
work of the Organization and this adversely affects their morale (para. 94). ‘

3.22 The United Nations agencies should move towards a unified personnel system,
inecluding a unified system of salaries, grading, conditions of service and RS
recruitment. The International Civil Service Commission should be given additional
powers and responsibilities to enable it to achieve the objectlve of a un1f1ed
personne; system as stated (Eara. §)

3.23 In order for the United Nations to be able to secure the services of highly
- skilled specialists, it should have the flexibility to resort to flxed-term
app01ntments as necessary (para. 96 (a)).

3.24 The search for talent should not be limited to foreign ministries and United
Nations missions. An effort should also be made to recruit outstandingly qualified
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persons from the academic and scientific communities and from private corporations

or state enterprises (para. 96 (b)).

3.25 Careful balance should be achieved in rejruitment policy between the
requirements for specialists in theilr respective fields and the employment of
high-level generalists with particular experience in field activity who are in a
position to understand the multidisciplinary and intersectoral aspects of
development and international economic co-operation (para. 96 (c)).

) k., Consultative procedures

4.1 Consultative procedures would normally be initiated at any early stage in the
discussion of a given subject and before the stage of the passing of resolutions,
but the procedures could also be initiated at the end of a process of debate

or even after a decision where this seemed to be appropriate.. It would be for

the Economic and Social Council, if the recommendations in this section were
accepted, to work out these consultative arrangements in appropriate rules of
procedure which would specify, among other things, the kinds of subjects on which
consultative procedures vould take place (para. 98).

k.2 The following arrangements are recommended for a system of negotiating
groups under the restructured General Assembly and Econcmic and Social Council:

(g) At the request of the General Assembly or the Economic and Social
Council, or upon the motion of one tenth of the members of either body, a small
negotiating group would be constituted by the Council to seek agreement on a
specific action proposal or related action proposels in the field of development
and international economic co-operation. e/ Negotiating groups would be of

‘manageable size, normally between 10 and 30, £/ and would include countries
principally interested in the subject-matter whether or not they were members of
the Council. During the initial tweo-year period, negotiating groups would only
be constituted by majority vote of the General Assembly or the Council;

(b) Negotiating groups would normally be created at the beginning of the
Council's biennial calendar, although they could be created at other times when
the need arises. These groups would operate for periods of one or two years,
subject to renewal as determined by the Assembly or the Council. The Council
would be kept informed by the negotiating groups of the progress being made by
them. During the two-year period, the General Assembly and the Council would be
free to consider subjects under discussion in the groups and to vote resolutions
thereon, but in deciding upon whether to vote a particular resolution, the
General Assembly end the Council would take 1nto account the progress of the
negotlatlons,

e/ This follows the UNCTAD formula, and would require a minimum of 1k
countries in the present General Assembly or six in the present Council. The
precise definition of the type of proposals subject to consultative procedures
would be deflned by the Councll in an appropriate rule of procedure.

£/ The Group could be smaller than 10, of course, if the majority of members
of the General Assembly or the Council so desired. Each group would be open to all
countries with an interest in the subject-matter. However, in case the size of the-
group became unmanageable, it would be open to the Council to select the ’
participants with a view to maklng the group as representative as possible and
_promotlng agreement in the Counc11 and the General Assembly.
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(c) Each negotiating group would function under the guidance of a full-time
chairmen with the assistance, as necessary, of a small representative bureau of
vice-chairmen, all of whom would be proposed by the Secretary-General and
confirmed by the General Assembly oxr the Council, depending on where the proposal
for the group originated. - The full-time chairman would serve for the duration of
the group;

(g) Each negotiating group would operate on the basis of unanimity. When
a negotiating group reached agreement, it would report to the Council, which would
adopt the agreement, refer the matter back to the negotiating group for further
consideration, or take such other action as it deemed appropriate. Upon approval
by the Council, the agreement would be passed to the General Assembly, which
could approve the agreement, refer the matter back to the group, or take some
other action;

(e) The Council should consider possible arrangements designed to ensure the
implementation of policy decisions taken by the General Assembly or the Council
after use of the consultative procedures. The aim of these arrangements would be .-
to promote the necessary action by United Nations Members within the time horizon
required. Action would include the negotiation of formal international agreements,
where appropriate, and consideration should be given to instituting arrangements
to ensure that such agreements were effectively implemented (para. 103).

5. Planniung, programming and budgeting

5.1 The appropriate intergovernmental bodies and secretariat units charged with
programming and budgeting should develop a thematic approach to priority setting
through such devices as the establishment of intersectoral progreammes, to the
degree that this is compatible with the managerial considerations underlying the
incremental approach which is at present the dominant one in the United Nations
and some agencies (para. 11lh). ' ‘

At the interagency level

5.2 The United Ustions and the specialized agencies should take immediate steps

to adopt comparable (not necessarily uniform) progremme-budget presentations and
a common methodology of programme classification and description of content.
Regular reports should be submitted to the competent intergovernmental organs
indicating the progress made in this direction and identifying possible constraints

(para. 116).

5.3 Appropriate steps should be taken throughout the United Nations system to.
synchronize budget cycles and to set time~tables for budget preparation, review
- and approval that will permit the General Assembly and the Economic and Social

Council to review the budgets of the specialized agencies prior to their
adoption (para. 117). :

5.4 To provide Member Governments and United Nations organizations with a clearer
picture of the activities carried out by the Organization, irrespective of their
source of funding, whether assessed or voluntary, the following steps should be
taken: (a) the United Nations and the agencies should provide to the extent
possible full and compatible information on extrabudgetary resources in their
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programme budgets; (b) country programming periods should be harmonized with
agency medium-term planning periods; (c) the UNDP and other funds, which it has
been proposed to consolidate, should prepare "project budgets" for the same period
as the agency budget periods; and (d) UNICEF's programme cycles aud methodclogies,
as far as its development-related projects are concerned, should be harmonized
with those of the new UNDA and the relevant agencies (paras. 118-120).

5.5 The results of prior consultations on medium-term plans should be regularly
reported to the Economic and Social Council (through CPC) and to the governing
bodies of the agencies in question, and a Joint interagency planning unit should
be established for the purpose of preparxng system-wide medium-term plans

(para. 123).

5.6 The results of prior consultations on the work programmes should be reported
to the Economic and Social Council (through CPC) and to the governing bodies of the
agencies in question, and the United Nations and the agencies should utilize

tke system of programme budgeting to develop their co-operation in related
programme areas into joint programming (para. 127).

At the intergovernmental level

5.7 To assist the Council in the performance of the expanded functions envisaged
for it in the fields of programming and planning, CPC should be strengthened to i
‘make it a more effective body for reviewing programmes and determining priorities
and, thus, for achieving a coherent and deliberately chosen balance among the
vide-ranging activities of the subordinate bodies of the United Nations. For this
purpose, CPC needs higher and more expert representation and should be able to
devote far more time than at present (several weeks) to this important and

complex task (para. 130 (a)).

5.8 As a long-term goal, the United Nations should work towards a single body to
advise the Economic and Social Council as well as the General Assembly with
respect to the review, approval and evaluation of both progremmes and tudgets.
. This could be a small body representative of the different groups of Member States
composed of highly qualified irdividuals nominated by Governments but serving in
their personal capacity. The ACABQ. whose small membership of 13 adequately
_balances the groups of developed countries, developing countries and socialist
‘countrles, might eventually be transformed intc such a body. Alternatlvely, the
membership of CPC might be adjusted to meke it the small, balanced group necessary
- for this task. A first step towards the establishment of a single programme and
- budget body might be to promote more frequent and effective consultations

between CPC and ACABQ (para. 130 (b)).

5 9 A mechanism should be establlshed for continuing superv151on and evaluatlon
of programme implementation for the purpose of furnishing the competent
.1nterpovernmental organs with information on programme management and execution
‘and on the progress made towards achieving programme objectives. Towards this
end, a small body of independent experts, functioning on a full-time basis, should
be created. Alternatively, the Joint Inspectlon Un1t should be" transformed into
’such a body (Eara. 132) : : : : :

w
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At the secretariat level

5.10 High-level machinery should be strengthened for centralized policy direction
with respect to programming and budgeting in the United Nations itself. The
high-level programme and'budget review machinery established by the Secretary-
General should be further developed with a view to the rationalization of the
United Nations programming and budgeting process (para. 133).

5.11 As proposed in recommendation 3.9 above, the joint staff to be created within
the Office of the new Director-General for Development and International Economic ‘
Co-operation should serve, inter alia, as a system~wide planning bureau for the
elaboration, on the basis of the general policies and priorities laid down by the
Economic and Social Council, of short- and medium-term plans to serve as guidelines
for the programmes of individual organizations. In addition, it should have the
function of developing budgetary proposals for joint programmes in close
collaboration and consultation with the Department of Administration and
Management of the United Nations Secretariat and the relevant organs and offices
of the specialized agencies (para. 133).

6. Operational activities

Consolidation of operational activities and funds

6.1 All United Nations funds for technical assistance and pre-investment
activities should be consolidated for the purpose of more effective policy making,
administration ani management into a new United Nations Development Authority.
Certain small funds for capital investment should also be consolidated, as
hereinafter specified, in UNDA. TFor the time being, UNICEF is not included in
this consolidation. This move could, however, be considered at some future stage,
taking into account the unique character of UNICEF's role within the system.

With respect to trust funds established by individual donors, their future
disposition would be subject to further study and negotiation among 1nterested
parties (para. 141).

Maintenance of separate identity of funds

6.2 In the consolidation of funds under a single administrative and management
structure, the separate identity of the funds would be maintained so that donors
- would continue to have the right to earmark contributions for particular’ purposes,
a right which the Group believes will encourage a higher level of total
contributions. Therefore, under the consolidated administration, management and
rolicy-making structure being proposed, separate. accounts should be kept for:
identified programmes and existing practices for earmarking funds to partlcular
programmes should be permitted to. continue (para. 1h2)

Integratiog,of intergdvernmental ppliCy makinq;organs

6.3 There should be a single governing body responsible for reviewing the
operational activities of the United Nations system as a whole and providing ‘
‘over-all policy guidance within the context of global development strategies. The
Economic and Soclal Council 1s the approprlate body to perform thls pollcy-maklng .
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function since it is fitting that global policy making on operational activities

be part of the responsibilities of the body charged with the task of formulating
global development policies. This arrangement would not only promote the
integration of global policy and operations but would also avoid the duplication
of discussions that debates in the various governing bodies and the subsequent
Council review of reports of the voluntary programmes and funds entail. For this
purpose, the Economic and Social Council should include in its programme of work an
annual session devoted to a global review of operational activities (see in this
connexion recommendation 2.2) (para. 143).

Integration of manégement bodies

6.4 There should be a consolidation, as early as possible and under appropriate
administrative arrangements, of intergovernmental structures such as the UNDP
Governing Council, the UNEP Governing Council, the United Natiops/FAO
Intergovernmental Committee of the World Food Programme, and the Board of Governors
-of the Special Fund, and these bodies should be replaced by a single Operations
Board which would be responsible for the conduct of the genersl operations of UNDA
and would exercise all the powers delegaved to it by the Economic and Social
Council. The mandate of the Operations Board would extend to all operational funds
currently administered by the United Nations, UNDP (including the Capital
Development Fund, the United Nations Volunteers programme and the United Nations
Revolving Fund for Natural Resources), UNFPA, UNEP (including the United Nations
Habitat Human Se~tlements Foundation), WFP and the Special Fund. Its membership
should be relatively small (16-27) and equitably balanced between net donors and
‘net recipient countries. There should also be approprlate representation of
countries with different social systems. It would be in a position to function on
a year-round basis, as necessary, and would not be confined to members of the

- Economic and Social Council. It could establish. subgroups to deal with subjects
not directly related to economic and social development, such as a subgroup for

- disaster relief and emergency assistance, and a subgroup for drug abuse control or
other activities. The Board and its subgroups would be in close contact with the
- Administrator to assist in management functions (paras. 1hh-1L5).

- Integration at the secretariat level

6.5 In the consolidation of funds under the proposed United Nations De velopment
Authority, the separate identities of certain administrative units should be
meintained, notably in the case of population, environment and other areas where
this would facilitate fund ralslng or operatlons (para. lh6<j;1))

6. 6 The present Department of Eccnomic and Soclal Affalrs which would become part
of the secretariat under the authority of the Deputy D1rector-General for Research
and Policy, saould be relieved of the respon51b111t1es at present performed by the

"’Offlce of Technlcal Co-operation, which would be transferred to UNDA, when

 estab11shed. 'The sectoral/technlcal functions of ESA should be progressively
transferred to other parts of the system as soon as satisfactory arrangements can
be worked out, with the understanding that certain technical functions would remain

:' at the centre.~ ‘The secretariat units performlng functions cutting across sectoral
' areas,»such as statlstlcs and public admlnlstratlon, would continue to provide,

as approprlate, ‘the necessary substantlve support services (para. lh6 (111))
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6.7 The eventual consolidation of funds into the new UNDA and the designation of
the Administrator of UNDA as Deputy to the Director-General for Development and
International Economic Co-operation must be dependent upon the negotiation of
satisfactory arrangements with respect tq the composition of the Opergtions Board
and the division of responsibility between the Board and the Economic and Social
Council and the UNDA Administrator, as well as a satisfactory definition of the
status of the Administrator. It is expected that these negotiations could be
concluded within & two-year period (para. 148).

Execution of projects

6.8 Management decisions with respect to the execution of projects should be
governed by considerations as to which means of implementation are the most
economical and effective so that savings in administrative costs may be made
available for development purposes, The long-term requirements of recipient
countries, particularly with regard to institution building and the development

of national expertise, must also be fully borne in mind. Recipient countries
should be given greater flexibility with respect to the execution of field projects.
Towards this end, the administering authority should study the best method of
implementation in close consultation with the recipient country, taklng into
account the latter's capabilities. Responsibility for the execution of projects
need not be automatically assigned to the specialized agencies, but could be
entrusted to: the recipient Government itself; institutions in the recipient
country; appropriate consultants, unmver31t1es, contracting agencies or flrms ete.;
institutions of other developed or developing countries; the new United Nations
Development Authority; regional commissions (particularly for regional and
subregional projects) (para. 150)

Information systems

6.9 The new UNDA should have access to a co-ordinated information system eneur;ng
(a) the effective and co-ordinated collection and evaluation of dats by the various
agencies and branches concerned, and (b) the compatibility and reliability of data
to be used by decision makers at the national and interpational levels. To this
end, the greatest degree of co-operation between the nationasl and international
agencies concerned will be required (para. 152).

Evaluation

6.10 An 1ndependent system of evaluatlon and monltorlng of projects should be set
up by UNDA, in co-operation with other United Nations agencies, to ensure that
-at the critical’ stages of project operatlons & process of 1ndependent evalqatlon
those of the government authorltles concerned the executlng agency dlrectly """
responsible and other agencies whose contribution can be relevant to the proper
evaluation of the project. This independent system should also call on out51de
advice, It would present its report to the Administrator of UNDA (para._ 2“)\
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‘Supporting systems for project implementation

6.11 The UNDA should initiate a general review of procedures covering the
recruitment of experts, the procurement of equipment and subcontracting
arrangements at all levels, with the assistance of all agencies operating in the
field, using the advice of the World Bank, UNICEF and, if possible, the regional
commissions, the regional banks and national assistance agencies. The aim of
this review would be, inter alia, to ensure that field projects receive the
necessary logistical support taking full advantage of local supplies and
equipment as well as local potential in the fields of transportation,
communications and other relevant aspects which may also be made use of in
connexion with projects in other countries of the region. In this connexion,
full use should be made of the experience accumulated by the United Nations Field
Service in the operation of transport, communications and maintenance systems.
The Field Service's experience has, so far, been used to suppbrt peace-keeping
activities; its potential could, however, also be utilized in appropriate
circumstances to support development activities (para. 15k).

Role of the residentkrepresentative

6.12 The resident representatives, who play a key co-ordinating role at the
country level, should represent the whole United Nations system within a country
in the economic sphere. There should be full implementation of the Consensus
adopted by the Governing Council of UNDP in the summer of 1970 and later in the
year by the General Assembly, which, inter alia, provides that the resident
representative should have ultimate authority on behalf of the Administrator for
all aspects of the programme at the country level and should, "subject to the
agreement of the orgenizations concerned, be the central co-ordinating authority
on their behalf for the other development assistance programmes of the United
Tations system" (General Assembly resolution 2688 (XXV)) (para. 155).

Relations with IBRD aad other agencies

v

6.13 The new UNDA should establish the closest possible working relations with the
World Bank. Moreover, the recommended merger of the other voluntary funds with
the new UNDA will make it possible for the country programmes to cover a broader
range of operations, including those in the fields of population, env1ronment

- and so on. Therefore, the country programmes of UNDA and the World Bank should,

- in the future, be co-ordinated and harmonized (para. 157).

6.1l4 ‘There should.be the fullest possible exchange of 1nformation, experience,

~ ideas and personnel between the United Nations and the Bank. Towards this end

(a) there should be the closest possible contacts between headqnarters staff in
the new UNDA and in the World Bank; (b) in field operatlons 'UNDA should, in
suitable cases, engage staff from other agencies, including IBRD, on an individual
basis; (c) whenever p0351b1e UNDA/IBRD/IMF country missions should be organlzed

301ntly (para. 15 )
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Co~ordination at the national level. for policy-making and operational activities

6.15 It is advisable that Member States establish within their Govermments,
arrangements for high-) 1 co~ordination and review of multilateral affairs and
operations, where they have not already done so (para. 161).

T. Regional structures

7.1 Structural changes will be necessary in the regional commissions, at both
the intergovernmental level and the secretariat level, to align them with the
structural pettern proposed for the centre. It is recognized that there may be
significant differences in the requirements of the various regions in this
respect: developing regions, such as Asia, Africa and Latin America, may require

a structure, and may need to adopt policy objectives somewhat different from those
of ECE, most of whose members are developed countries with different political
conditions (paras. 164~165).

T.2 On the operationsl side, the regional commissions should play a more active
role in identifying, initiating, formulating and executing regional and
subregional programmes and projects (para. 168 (a)).

T.3 Subject to the observance of agreed criteria and standards, decentralization
of activities to the regional commissions should include all responsibilities
relating to their substantive and administrative support services. In addition,
the International Civil Service Commission should be asked to consider the
feasibility of greater decentralization to the regional commissions with respect
to the recruitment of staff (para. 168 (b)).

7.4 Since all sectoral and regional studies on the economic situation should be
made to converge in the Economic and Social Council, the regional commissions
should perform their fact-finding task not only in connexion with their reglonal
responsibility but in such a way as to contribute to the Council's global
assessment. It would be necessary, therefore, for the commissions to single out
in their fact-finding processes those elements that have significance beyond the
regions and which are, as a result, of particular relevance to the centre

(para. 168 (c)).

7.5 In performing their policy making functions, the regional commissions should

make a distinction between strictly regional matters and those that extend beyond

the region or apply to more than one region. In the latter case, the proposals

" from the commissions should be designed to assist the Council in the performance
of its global policy making function. In their policy meking, the regional .=
commissions should be guided by the policies laid down by the Councll L
(para. 168 (4)).

7.6 The economic commissions should’promote and intensify regionel economic
co-operation that best corresponds to the needs and interests of the regional .
community as well as those of the global community (para. 168 (e)).

~
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8. Co-operation among developing countries

8.1 The United Nations system should be geared to undertake more specific measures
to accelerate co-operation among developing countries in trade, industry and
agriculture, as well as in other related fields of development. Therefore, the
Gleneral Assembly at its seventh special session should give consideration to
initiating a programme of action in respect of co-operation among developing
countries and also set up joint machinery for follow-up action (paras. 171l and 1Tk).

Al

III. STRUCTURES FOR SECTORAL ACTIVITIES

9. Trade

9.1 The following issues should be carefully examined in approprlaxe forums as a
matter of priority:

(a) The possibility of brihging GATT into closer association, on a formal
basis, with United Nations central organs, and the p0531b111ty of strengthening
GATT/UNCTAD relations;

(b) The strengthening of GATT in various ways. The following possibilities
for strengthening GATT were particularly emphasized by members from developed
market economy countries:

(i) The negotiation.of a new code of trade liberalization which would
be administered by an inner group of countries adhering to the
code, possibly under special procedures. The arrangements under
which the existing GATT is administered on a one nation one vote
basis would not be altered. The higher level of obligations in the
new code of trade liberalization might be made available via the
most favoured naxlon clause to GATT Contractlng Parties not parties
to the code, ~

(ii) The negotiation of new rules on export controls and access to
supplles,

(iii) The negotiation of a new uniform "escape clause" provision,
- covering the exceptional resort to import restrictions;

.(iv) ‘Elimination of the "grandfather clause" in GATT, permitting
' Contracting Parties to maintain pre-194T 1mport restrictions
otherw1se 1ncon81stent with GATT rules,

(v) Improved procedures for advancevnotlflcatiOn, consultation, the
.. ‘submission of complaints (possibly by private parties as well as
- Governments), the settlement of disputes by independent panels of .
of experts, and arrangements to deny the benefits of GATT to -
Contracting Parties which act inconsistently with the Agreement in
ways not sanctioned by the Contracting Parties as a group;
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(c) The strengthening of UNCTAD in various ways. Members from dcveloping
countries strongly favoured equipping UNCTAD with the elements necessary for its
gradual transformation into a comprehensive international trade organization;

(d) Measures to eliminate voluntary agreements, such as the Long-term Cotton
Textile Agreement, which permit quantitative restrictions in derogation of
traditional GATT norms, and the establishment of new rules limiting resort to
quantitative restrictions;

(¢) The possibility of establishing an international trade organization
vhich, in effect, would incorporate UNCTAD and GATT into a single organization
with two chambers, one concerned with broad policy and the other with trade
negotiations, but using a common secretariat;

(£) The possibility of establlshlng an umbrella commodity organization
standing by itself or as a "third chamber" in a new international trade
organization;

(g) In defining the mandate of any new international trade organization that
might ultimately come into existence, consideration would have to be given to the
question of whether it should deal not only with trade issues but also with other
issues such as restrictive business practices, transfer of technology, prlvate

investuent, and transnatlonal enterprises (paras. 177 and 179 (a ))

9.2 GATT and the United Nations should enter into a mutually satisfactory
. agreement providing for a formal relationship, including exchange of information
and closer administrative collaboration (para. 179 (b)) o

9.3 As a longer—term objective, there should be an evolution towards the'ereutlon'
of an international trade organization to deal with trade issues 1n a comprehen51ve_
 manner (para. 179 (c)).

9.4 Any structural change‘in the field of trade should not be allowed to interfere
with the multilateral trade negotiations now being carried out under GATT

auspices (Eara. 180).

- 10. International monetarv~reform\gj

10.1 The following 1ssues should be carefully examlned 1n approprlate forums as a‘
matter of priority:. : _

(a) Recycllng of petrodollars through IMF to help both developed and ;iy§4z ,
developing countries deal with balance-of-payments problems related to the hlgher:
~ costs Of energy, food, fertilizer and other 1mports, : : ; : ’

g/ Only those members of the Group from countrles participating in the
International Monetary Fund subscrlbe to the recommendatlons contained 1n th*s
section. : . .
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(b) Ways of rectifying the 1mbalance between countries that has characterized
the process of international liquidity creation over the past  four years, both
" “between dev-loped and- developqig countries, on the one hand, and within these
two groups of countries, on the other;

(c) The need for a symmetrical adjustment mechanism, with a degree of
international surveillance of the adjustment process, including exchange rates
and macro-economlc policies;

(d) Better international management of global liquidity, with SDR becoming
the principal reserve asset and the role of gold and reserve currencies being
reduced;

(e) The need for interim steps in the direction of longer-term reform,
including the possibility of establishing a gold substitution account in the
International Monetary Fund which would permit the substitution of monetary gold
stocks for SDR and the redistribution of some parts of the resulting
book-keeping profits to the developing countries; '

(£) Measures to enable developing countries, particularly those most
seriously affected, to adjust to a higher level of international prices in a
manner consistent with their development needs, possibly through the es®ablishment
of facilities within the International Monetary Fund; in this context, the trust

- fund category of _proposals would require consideration as one possibility;

(5) Measures to enable developing countrles to have indirect access to Fund
resources in ways unrelated to their quotas, through IMF support for international
funds, e. g., in agrlculture,

(h) The examination of voting power in the Fund, inecluding the question of
- tae power of veto on decision making by a single member; more generally, the
uoss1ble increase of the share of developing countries to the range of
45-50 per cent of the total, w1th a substantlally greater access of developing
.‘countrles to lMF credit;

, '(l) Cons1deratlon of changes in the staffing of the Fund to provide for a
reater role for developing countries in senior positions and of arrangements

30 enable career members of the Fund staff to have the experience of working

"~ in developlng countries, perhaps through suitable links with UNDP's technical
'as31stance programmes (paras. 181 and 182 (a)).

10.2 The dlstrlbutlon of votlng rights under the welghted voting system in the

- International Monetary Fund should be revised to reflect the new balance of
economic power and the legitimate 1nterest of developing countrles in a greater
voice in the operatlon of that 1nst1tut10n (para. 182 (b)) '

11. Development'financing h/

rll l The follow1ng 1ssues should be carefully examlned in approprlate forums as
a matter of prlorlty. . : . .

h/ Only those members of the Group from coun ries partlclpatlng in the'world
Bank subscrlbe to the recommendatlons contalned 1n thls sectlon. : :
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(&) The possibility of establishing a "third window" in the World Bank, and
of enlarging its resources beyond the $1 billion currently under discussion;

(p) Improving procedures to alleviate the debt preblem of developing
countries on terms consistent with their long-term development;

(c) Ways of canalizing investments of OPEC countries to other developing
countries under suitable bilateral or multilateral auspices. This may also include
appropriate forms of triangular co-operation between developed countries, OPEC -
countries and other developing countries. Consideration shouid be given to:

(i) appropriate guarantee mechanisms for such investments; (ii) the acceptance of
a suitable code of conduct governing the transfer of technology associated with
such investment; and (iii) principles governing the mixture between debt and equity
in 1nvestments which take place on a Jjoint venture b351s,

(g) The examination of voting power in the World Bank, including the ‘question
of the power of veto on decision-making by a single member; more generally, the
possible increase of the share of developlng countrles to that of parity w1th
developed countrles,

(e) Consideration of changes in the staffing of the World Bank o provide
‘for a greater role for developing countries in senior positions, and of
arrangements to enable career members of the Bank staff to have the experience of
working in developing countries, perhaps through eultable links with UNDP's
technical assistance programmes; ;

(f) The possibility of co-operation between OECD/DAC and OFEC countrles in
the exchange of information on a1d programmes,

_ (g) Measures to encourage more ef&ectlve development\efforts by the aid
recipients (paras. 183 and 184 (a)). : -

'11.2 The dlstrlbutlon of voting rights under the weighted voting system in the
World Bank should be revised to reflect the new balance of eccaomic power

and the legitimate interest of developing countries 1n a greater voice in the
operations of that 1nst1tut10n (para. 184 (b))

11.3 The "third window" in ‘the World Bank should be established (para. 184 ().

’"12"'Induetrialization _

12.1 UNIDO should assume the task of examining global trends concernlng supply end S
demand in the various industrial and related sectors with a view. to the better
" exchange of 1nformat10n on sectoral economic policies (Eara. 190 0). ‘
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iV, MEANS OF IMPLEMENTATION

13,1 The See‘retary-Genei‘al should aproint a committee on the structure of the
United Nations gystém,; to at.udy and ¥eport regularly to6 the General Assembly on
the progress of the restiucturing effort (para. 19h). .

i3.8 ir :.t :ns decided €0 mﬁlement the 1nst1tuta.ona1 design proposed in the
regort, it wiil be desirable that actions by the General Assembly or other orgaus
of the Unitéd Nat:.ons systei bé consistent with the recommended stiructural
reforiiss Some continu:.ng ax‘rengement would, therefore, be necesea.ry during the
périod of restructur:mg for evaluating proposals that may be made to ensure that
they are congistent with this design. Accordingly, all institutional proposals,
including pfoposale for the holdmg of special conferences, should be referred
%9 the committee mentidned abové for an adviscry opinion before being decided
upon by the Géneral Assembly or 6ther intergovermmental body (para. 195).



