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L. WORLD ECONOMIC SITUATION AND PROSPECTS

Dr. Kaunda suggested that the Meeting then turn to Item 3(d), World
Economic Situation and Prospects. There were two documents relating to the
item: the first a background paper prepared by the Secretariat, HGM (79) 11,
and the second by the Government of Fiji on Energy, HGM (79) 16.

_ As in his welcome address of the previous day he drew attention to the
serious economic problems facing the world and urged members in their consider-
ation of the item to think of ways in which the Commonwealth might collectively
work out a programme which might help the world economic system out of its
difficulties. Calling on the Prime Minister of Australia to open the discussion,
he paid tribute to his progressive approach to human problems.

Mr. Fraser, Australia, said he wished to address his remarks to the major
economic problems that confronted them, and to raise some questions to which
he believed the Meeting ought to address itself and to question whether in fact
enough was being done to help the world economy break out of its present
impasse. He had been impressed by Dr. Kaunda’s theme at the Opening
Ceremony, that the international situation called for vision, courage and greater
co-operation than ever before. That was true in the political and strategic senses
and it was also true in the economic sense. He believed that the remedies that
appeared to be available and the problems to be faced in the last decades of the
century were likely to be dominated by economic issues of a very severe kind. He
believed the Commonwealth had an important role to play. It could create a
climate of opinion. Its members were all members of other organisations. If
there was a consensus of view within the Commonwealth that view could spread
into other organisations. The Commonwealth could take action, as they did in
relation to the Common Fund, to try and break a stalemate. The agreement at
UNCTAD V on the Common Fund was partly due to such action. It was within
the Commonwealth’s capacity to devise bold, imaginative action and to generate
the will and the vision that was necessary to meet the problems of the next decade.

Current assessments of the international outlook were certainly not bright.
He had no real confidence that inflation was going to be substantially reduced in
the major industrial countries over the next five years. Assessments that had
been given for the more immediate future gave all cause to question what more
should be done. There were sombre implications for the economic well-being of
all and, if economic disarray continued or inflation grew—as was forecast in a
number of important countries—that would lead to political uncertainty and to
social instability. Against that kind of background, he believed that there was
need for action, a sense of urgency, and of determination.

In his view there was a high degree of economic inter-dependence; the central
issues that confronted them were all inter-related; it was not possible to solve
one and leave the others untouched. There needed to be a greater recognition
of North/South inter-dependence, and a greater acceptance and accommodation
of the position of developing nations whose economic take-off and advance could
be of direct benefit to industrial countries. He instanced the increased flow of
trade between the newly industrialising countries of Asia and Australia.

The key to stimulating international trade was overcoming inflation. The
linkages befween inflation and the opportunities for greater trade were direct. .
The developed countries provided outlets for about 70 per cent of the developing
countries’ markets, and if they were economically stagnating then that access
would be limited or reduced. Similarly, the growth in real output in the developed
countries affected capital flows to the developing countries. Growth for developed
and developing countries alike depended in a very reglsenseonovercommg
inflation, and inflation as it was at present, undermined social and political cohesion
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- E ountry had to do what it could to fight
ithi ations. Every country ) d : o
i\;lllftll;:?o; I}grbif;:{t?el}])ultl he believed the miajofr 1n§1\;f]t]r;§ll\t‘izdbgzzt}g?s‘ l?earest o
o s ction, not only Ior 0 ) L ‘
ot responSl'blmyfatnhiigmelconomies and international trade was soe C%lrlgzt tlhlgxt-
world. The ?{ze’ ?1 made it very difficult for other countries to nrition s
_thelr_thh I:In all)ngeved the economic summits _am_mged \vereCmL1?1%011wealt11 o
mﬂatlona i de st?ialised nations of their responsibilities. The 'Opcome s
i u& : capacity to call upon them to do more }t]o m;le] e theu) ihey
? g anTh had been marked differences between t em‘ e mecess, the
mﬂatiloxzi. b terreecent events gave cause to believe that greater Weig
lglsgn gy so‘:ne of them in the future to combating inflation.

Developed countries also had responsibilities to reduce ;he(i)ruf;;nsw;gpggg g§

il angvto gflrsue alternative sources of energy- En?rgy, l(s)o fmd - ;esponsibility

fhe reasons for the present rise in_inﬂlatloln. Odnl tpc)mﬂ;lg:rrsstgud et
inui supply, for price levels and 1O 2 .

for con:giugyo(x)lftheggglves ju];t as much as it _dxd on others, and t::at c?éggghifs

lilllltesrv.-lzll;;)ly orpin price could do grave and serious damage to many ping

: dislocated by
1 their whole programmes of advancement : '
gc;lu:nt;es(,)fw;l:y;%gg t:)Irlgblems, which could be largely attributed to oil and oil
alone. 4 . : ieiionril
real link between inflation and protectionism.
inﬂagct)lgr:f mzss:\llse?lu?ésv}fgl been respons}ilblp gor Anew% sog:jetﬁrsleg c?oudl;e tl)rencz;gnllx;at&\ﬁ
forms of protectionism. A country with inflation oul e R i
iti loyment rising excluded produ
S s At BEa: 101 d by many countries over the last
countries. That approach had been followe )}I] yblem Lo R
decade. But protectionism could only worsen t eh pro st el ot
inefficient allocation of resources and it Jeopardlsed the OPIPhO e B
nations, and opportunities for growth in world trade. The = e il
lateral Trade Negotiations, which had recently ended, w§red mléu a rge ol
commodities, but while they had been in progress they had offere e
i owth in protectionism. That restraint had been removed a
?}%:tm:(t)uaidgliz:&ertogrfurther plr')otectionist tendencies, particularly if mﬂatlcgn stayei
high or rose. Actions to overcome those problems required a degree o {:C?urage
and there would be difficulties but he had no doubt that the benefits would mor
L e o h/South dial There had been
ad been made in the North/South dialogue. ere >
agreesgte[:; g?%{:tsisoﬁ to the Common Fund and Australia believed that, for certe}lﬁ
commodities, that could be a significant advance. It showed the way in whic
developed and developing countries alike could co-operate and come to a cong.r;ptg
conclusion. He warned, however, that unless various programmes for commodi let
were negotiated and implemented, the Fund would be without meaning. One tetS
to determine whether countries were serious about the Fund came in relation to
the International Sugar Agreement, which was of interest to many Commonweal
members. The US Administration had said that it wanted and 1nt;nded to join,
but had Congressional difficulties. He did not think those difficulties were g?lﬂg
to be reduced over the next 15 to 18 months. On the other hand, he had recengs
an indication during bilateral trade negotiations with the EEC that if the i
joined the Community would follow. Nevertheless to say that a nation g{a
prepared to support the Common Fund and then not to participate in a commo ity
agreement when that nation had an important interest in the trade conce.rm‘if
reflected a degree of cynicism about the support for the Common Fund itse i
So, despite the progress made further work was required to establish internationa
commodity agreements.

While he had earlier indicated that the fight against inflation wpuld.b:
gvaetracted, he felt that, even if that fight was won and the pre-1972/73 inflati©
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that were needed to reduce to acce i i

ha ptable levels high, and in many co i
rising Iugrzesmpl%ﬁment. To draw out that thesis he lrgced some econoymic lgzstgers;
since iy e last part of the forties to about 1970 had been a period of
(ljmprecf_: entte) _cconomic growth, and there were many reasons for that: the
heprgssyojy efore the war, the war itself, the pent-up consumer demand
tMirsﬁgiinll;ll:i%] o:nl}i]s]aggr‘eat[‘consu(r‘lnir lsocic:ty in the industrialised countries, the

2 : native and bold rebuilding of Europe, new technolos

1 C X ology—
ngOfd ::ll(é?gphnignstus;ilcliwgo?g ?l?sudrge 1ln grgwth, incomes, invg:tment opportungi{ies
> € developed and developing countries had i
enced the advantages of that and ici in i i S
participated in it—benefiting to a greater or
lesser degree. Izut the very upsurge, and success of the period, %rom thgrﬁfties to
the seventies, led to changed conditions. By the early seventies, for various

reasons, inflation was starting to take hold i i
n a number of -
sumer boom tended to peter out—not bec ks e

;atiateq, 'although there were certainly ¢
industrialised countries—but there were
investment, growth, development, and jobs.

hanges in spending practices in the
increased impediments to enterprise,

Governments since the war had
Keynesian economic policies, which partl
ment was entitled to spend more mon
ll)eople, E}]ﬂd coulld continue doing so inde

t was the application of those policies to the wrong circumstan

so much to the difficulties of the past decade and bugilt inflation ocfe 21 t\l::rtyhsz?igfl(si
and damaging kind into the world economies. It had also led to the view that.
despite inflation, government could provide whatever was demanded. Possibl):
the competitive nature of democratic politics encouraged that expectation in ways
that were not always entirely responsible. Nevertheless, economic growth was
taken for granted. Governments believed they could pursue policies that were
not conducive to economic growth and still have growth because they had known
nothing else for two or three decades. That created unrealistic expectations of
what governments could do—it put quite unrealistic demands on what economies
could provide. The attitudes of trade unions in a number of countries had
changed: they no longer moderated their demands in times of economic difficulty
which built further inflation and difficulty into an economy. There was in some
nations an attack on material possessions, as though other objectives were more
important, which often ignored the fact that there was still massive poverty in

many parts of the world. There began to be a concern for environmental factors

which in itself was right but in many places was taken so far that it was a positive

inhibition to development and investment. Other statutory road-blocks had been

unreasonable trade practice legislation, unreasonable price controls and, in certain

cases, national investment policies.

mostly pursued what might be called
y encompassed the view that the govern-
ey than it could earn or take from the
finitely without unfortunate consequences.

The point was that, even if inflation could be brought down to the traditional
levels of the fifties and sixties, because of those other factors, investment decisions
and development decisions would be inhibited. He did not believe that sufficient
weight had been given to such constraints nor that adequate examination had
been given to the very real difficulties in the way of full economic recovery. To
illustrate the combined effect of those constraints and of high inflation, he pointed
out that world trade had grown by only about 4 per cent a year since 1972/3. In
the two decades before that it had grown at 8 per cent per annum. Moreover, it
did not look like returning to those earlier growth levels with present policies and
circumstances. Enterprise had been replaced by defensiveness. There was an
attitude of protecting what there was instead of an innovative boldness to create
new wealth. One only had to consider the $25 billion annual bill spent in Europe
and North America on wage and export subsidies to realise what greater oppor-
tunities would have been afforded the world economy had those amounts been
invested in productive enterprise instead of propping up unproductive ones.
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concern itself.

i : ded since the
i i eplica of the Marshall Plan was nee _
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if his colleagues found merit in the suggestion, it mig lac

;ue%gre:tetge%attﬁgal};{s&oeetingg? the following day, and Australia would be willing
to put forward some possible terms of reference.

aunda i i faced by
thanked Mr. Fraser for his analysis of the problems .
a.lmo?tr;:llKHeads of Government in their countries and for having put folll’:{art e
number of suggestions on how the Commonwealth might collectively \?eW'S
world economic system. Dr. Kaunda proposed that, as with Mr. Lee Kuan

4 S0
contribution, Mr. Fraser’s remarks should also be reproduced and circulated f

that they could be studied and discussed at the weekend, and mention made ©
the outcome in the final Communiqué.
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Dr. Kaunda then suggested, in view of Mr. Manley’s i ibuti
; : S >Led, 1n vi . considerable contrib
Ft(') the discussion on this subject in Kingston and Lond}c,)n, he be invited to c%nltlii;?lg
it:

Mr. Manley, Jamaica joined Dr. Kaunda in thanking M i

i . Manley, , Join : r. Fraser for a revie
of éh? SlluatlQlcli _thatt lrletlecte_dhhls remarkable grasp of the vgvorld economic situatio:,
and for providing them with a usefyl framework withi i .
the questions that he had raised. 1 et i o
he wished to push them further from the
which was similar to that of other

He was impressed by Mr. Fraser’s proposal for a study. i i
form, of the whole question of constraj el e ke L

( ramts to economic growth. He believed it
would be useful and was interested to hear his colleagues’ views on it. His own

>

As he understood Mr. Fraser’s presentation, for a
economic engine of the industrialised countries had for the time being run out of
steam. The presentation revolved around the question as to what were the
constraints to growth and involved the powerful plea for courage, boldness, and
imagination. That partly reflected Dr. Kaunda’s own comments of
day. The developing countries could be described as bei
where they were not building up a head of steam and in a sense both developed
and developing seemed to be caught in a single dilemma. He saw two great
dangers in that. There was the danger for the developed countries that the
present situation with inflation, recession and a new crisis beginning to develop in
the Western economies, would lead to a kind of paralysis of the political will and
that that would reflect itself in increasing tendencies to protectionism, and an
instinctive rejection of proposals for structural change in the world economy, and
of some of the specifics of what was called the New International Economic Order,
and that all that would possibly be associated with growing instability. On the
developing countries’ side, the danger, of course, was that they would retreat into
an embittered frustration. They too would suffer from instability, which in some

cases might lead to the danger of political repression when trying to cope with
problems of unattainable expectations.

Those were the dangers which existed, but the fallacy should be avoided of
thinking that somehow the answer to the problem was to be found in growth in
the developed countries, as some sort of isolated and self-contained phenomenon.
Obviously that growth was an important factor but he suggested that the answer
to the problem really lay in how inter-dependence was understood. Inter-
dependence could be seen merely as a sterile and neutral description of the fact
that countries traded with each other and that in certain respects all economies
were, tangentially at least, involved with each other. On the qther hand? inter-
dependence should be seen as a concept of mutual action and inter-reaction for
mutual benefit which was conceived globally and, as far as possible, planned
globally. TInter-dependence could only work if there was a broad balance and a
broad movement of harmony to create a dynamic. He asked by what means
could the process of inter-dependence in this dynamic sense be increased.
Obviously it was extremely difficult as had been realised at the Heads of Govern-
ment meetings in 1973, 1975 and 1977. Nevertheless he believed there were
Practical, specific things that could be done.

There had been a tremendous amount of analysis by economists and other
experts of the factors that were inhibiting growth in the wider inter-dependent
sense. He wished to look at some of the specifics. Mr. Fraser had spoken of
the Marshall Plan as reflecting a tremendous act of political imagination, but
warned against attempting to duplicate acts of imagination that were relevant in
one situation, urging inspiration from the act of courage rather than the wﬂ:cs
through which it expressed itself. Overseas development assistance was wise
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Roagn, wos 88 62 i a challenge to political will and
El s 0 Tl e]emci:nfts tt'l?r:awiiraiion and boldness. The current
courage. Mr. Fr'aserhihﬁdth(e:a(igrelo;;dlcougntries had unused capacity, unemploy-
51tuatt19nﬂw? f)gn:nlclil c‘;h:r problems, and the developing countries had what might
e i : . i tion was how t
d capacity. The questi 0
be called the potential to create 1ncreasc ety A
ivi tive investment. e so-called
roductivity and the potential for produc i :
rseg‘e]atﬁehgd part of {he means of restoring unused capacity for the so-called North.

Both factors were mutually reinforcing and could give rise to the necessary linkages

through trade and investment. For instance, the trade to which Mr. Fraser had

referred was heavily in decline at the moment.

indicated that he would first like to pick out one or two of the
specilt\idcg ahrfgntfgnlgxamine what he considered to be some of the political prgblems
involved. Were those specifics really as difficult as was being suggested? Mr.
Fraser had spoken of the Common Fund. Half of the concept of the Common
Fund had been created so something had happened. That was an achievement.
But, as Mr. Fraser had rightly said, if there was insufficient political will, to say
nothing of plain common sense, to create the commodity agreements, then the
Common Fund would be a sham. Was it more difficult to create commodity
agreements than to have got as far as agreeing on the basic concept? He did
not think so; it was a matter of will. There was, in addition, another important
consideration; even if the commodity agreements were established, the Common
Fund would be handicapped because no compensatory financing mechanism had
yet been created. Nor had the international community yet begun to address the
problem of stability in commodity trading or compensating countries for loss 0
export earnings. When the balance of payments situation created an mcapag:lbi
to finance, a brake on growth was imposed. That had been one of the practica
difficulties to which Mr. Fraser had drawn attention. He wondered whether it
was really beyond the international community to deal with the compensatory
financing mechanisms. A start had in fact already been made in the Lome¢
Convention. Thus, one group had shown that it had the capacity to do something
along those lines. It was not necessarily vital that compensatory financing for the
maintenance of export earnings should be attached to the Common Fund.
could, for instance, be attached to the IMF. Such matters of detail could b
ironed out. What was important was the fact that it was necessary and in its
absence an obstacle to inter-dependent growth remained.

.. He then asked whether the problems relating to financial institutions were zlts
intimidating as was being suggested. There had been a lot of discussion recently
on the International Monetary Fund. Obviously it played a tremendous Y

important part in attempting to release one of the brakes on development
trade which naturally ﬂoweg from balance of payments difficulties. There h&

been much talk about IMF conditionality. As many people knew, Jamaica ha
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had extensive experience of the IMF. It had found IMF
working, sincere, dedicated international public servants. ﬁ;\sr?tgg?;' t?h:fehstra‘rt

constraints under which they had to work i
insurmountable, was that the IMF was ori.gingﬁe i g

economies. In looking at problems of adj

it would not always work that way because very often the probl i
countries was thq much greater problem of i’reating prgductf\ig ft”(:lig)i‘slelr(;rt)lll%%
than merely to stimulate factors already in place. Therefore, in dealing with a
developing country the IMF was bound by its traditions and rules to try to
impose very sudden processes of adjustment. They created tremendous political
strain, but that had to be faced. The important question was whether or not the
response which was sought was actually achieved, since in some cases an economy
could not respond quickly because of the problem of the productive factor.

Another problem, and one which had been quite a ainful experience for
Jamaica, arose when the IMF imposed very harsh cgnditions for rapidejustment
all of them consistent with demand management, but then did not have the
resources, and could not provide adequate foreign exchange to take advantage
of the process of adjustment. An examination of IMF resources revealed that,
some years ago, those resources were based on 10 per cent of world trade. Since
then they had declined to only 5 per cent of world trade.

~ The problem was therefore both one of misconceived conditionality and of
inadequate resources. Those were surely matters that could be dealt with if
properly analysed. It seemed that in the circumstances greater developing country
participation in the decision-making process of the IMF was required in order
to ensure greater consonance of policy with regard to his kind of country. The
IMF would benefit if it could acquire more experts with experience of the special
problems of developing country economies. All developing countries would
benefit enormously if more funds were available for the kind of support he had
referred to earlier.

He then turned to the difficult question—which Mr. Fraser had spoken of
with great clarity—of the international division of labour and the problem of a
Tetreat into protectionism when there was a threat to a comparatively inefficient
industry. All experts would say that the answer was to let the natural forces
of the international division of labour play their part and to let the developing
country have the opportunity to take on the lower form of production which it
could do at a lower cost and more efficiently. Resources would thus be transferred
to higher forms of industry and out of the resultant increase of activity all would
benefit despite the temporary dislocation involved. He offered two comments in
that context. The first was that if there was a shift from the politics of fear to
the politics of boldness, as described by Mr. Fraser, it must be possible for
developed countries to devise adjustment strategies that could, for instance, assist
a move from textiles that were becoming inefficient, to electronics, that were more
logical, thereby opening the way for a medium-stage developing country to take
over that area of production.

A second thought was that people in developed countries often felt that they
were suddenly beinggh asked to bear the great burden of world adjustment, and
that that was of course politically difficult. He wondered if people could not be
led to see if the step that promoted the international division of labour could be
taken, one of the results was an increase in the stock of countries that could help
carry the adjustment process. Already it was noticeable that as developing
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nd more technology, !

countries began to amass surpluses, dasometimes S on financial assistance. The
of countries that could assist the process.
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nduits of technological assistance an
(l:)(())lder approach could widen the group ' : e
f the specific matters that he v\_ushed to mention \fav ; thatqo'l ion
The last o dei ﬁ:sion of the price of oil but, rather, thg a? : : il was
e i er. indeed in historical terms, that it was near y]at an end.
g o o evth;t oil prices would be driven up as long as t])e supply/
g wasdc oy?l?;ggnsiglsgmed what it was. He was sure that that had been exhaus-
emand sI

body was looking forward to hearing
tively discussed at Tokyo i everysecuiled to him th':l the world—not just

j hortly. It !
Mrs. Thatcher on that subject s 4od an energy policy, and the means to mount
the Group B counmesi?eaggerng? problem as a whole. He emphasised that this
a rational attack UPOV o lower oil prices. Instead, it

i i tack on OPEC or an attempt t
did ﬁ;) . dmal?gg’sa&eatf:; that the oil was not going to last for evglr, 'amlid(?at tfhe
gx;)igkeraMtemative sources of oil were developed the longer the oil would last for

i iari t. They would thus have the opportunity

i w{lo \\;;r?rxt(swbv;nzgggggfe:t p’}eils:nimporta%t process of replacing oil as the
b ef nergy and enabling it to be used in downstream petro-chemical
pasw spurceu(;d leo%; pursued. The international community should collectively
mdusglxesfcot that production was not just a matter of _capltal, technology and
e 1 - g(:land but also of energy which was now a major factor of production
oplf (zimto be addressed in terms of what it cost and.whethe; it was going to last.
ItEIlat . dered if the time had not come to set up an international energy institute
chearv;:a)clil with planning the search for alternative sources, not SImpl¥1 in the lcc;)r;)tem
of developed countries but in a world setting, recognising th'?tht lStW({ub gta
crucial element in the achievement of inter-dependent growth with mutual benents.

He asked member countries to consider, as members of other organisations, the

i i institute; i tured, whether
i f an international energy institute; how it might be struc ;
gltugé%[l‘dooperam under the aegis of the UN, and perhaps they could use the

influence of the Commonwealth in pressing the idea forward.

hasised that he had tried to pick out a few examples only of the issues
that I;: flﬁl)gght could be dealt with. There were many others. The accumulated
wisdom resulting from technical work and economic studies was that there was a
lot more that could be done, that had to be done.

" d
Turning to the political problems Mr. Manley suggested that they too coul
beneﬁtu fromg careful gnalysis cﬁ the factors that were inhibiting forward mpvemeplt-
He identified five important factors apart from the question of political wlh .
Firstly there was the question of how to negotiate specific changes like the
Common Fund, the commodity agreements, or changes in the IMF. That V\ias
obviously very difficult, with about 150 nations each with its own particulal
conceptions and level of development. The second question was who wou
negotiate. The Secretary-General had emphasised that point 1n his opening
remarks the day before. He referred his colleagues back to what the SecretarY}
General had said. Thirdly, there was the problem of a comparative lack ©
attention to international economic negotiation at the top of the political gieqlslon;
making process. Fourthly, there was little effective caucusing as yet within
various groups. That applied equally to the so-called Third World, where muc
more needed to be done in the development of expertise and its own studies, 11;
order to develop realistic positions, carefully prepared. The final question wa
who had the will and would take the time and trouble to educate public opiniof
particularly in plural democracies. He recalled that at Runaway Bay those on ¢
developing country side were very struck by the descriptions by people like Helm]-;e
Schmidt and Norderling of Norway of the sheer political problem of a te’,‘lt,ls
factory which had to be subsidised. Could one look at the wives and fami les
and allow it to go? Such situations were difficult but adjustment me{:hamsr?e
could be worked out and carefully explained. That was not necesarily M°
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difficult than continuing to live with the deepening crisis, whose only virtue was

if it were to be used as an excuse for inactivi
e b 2 omni 7 ity. That could be a benefit but a

It still seemed that the UN was the best, if not the i i
those objectives could be achieved. The CIEC 'in Paris had %I;]eyﬁ zfioll;ggfluluzlatg;;l:
but in the end had failed because it did not involve everybody in seeking decisions
The UN had to be used therefore and if it was to be effective a number of factors
had to be considered. First, the best people had to be sent there, if major global
economic adjustments were to be discussed. They also needed to be sent with a
measure of authority. He did not believe that economic issues were given anything
like the attention that the Security Council received in dealing with a political
issue, where the highest concentration of the capacity for decision was brought
to bear. Politicians needed to become political economists who attached equal
importance to economic issues. If they could be placed higher on the agenda of
the po}n{lcal decision-making process by making a connection in the mind between
the crisis which Mr. Fraser had described and the mechanisms that offered a
release from it and if they could be treated with a sufficient degree of urgency, a
tremendous amount could be achieved. It was clear from the work the expe’rts
had done that that was not simply a question of rhetoric. It was therefore very
important that the process of caucusing was developed. He drew attention to the
vast experience of Don Mills, Jamaica’s Permanent Representative at the UN, of
negotiations at those levels and noted that the Third World did attempt a certain
amount of caucusing and invested a certain amount of authority on the people
who spoke on its behalf whereas the developed countries, as he understood it,
had a very bad record. When international economic issues came up for discussion
they did not caucus. There was no feeling that any attempt to begin to work out
common positions was being made. He added however that the circumstances
were slightly different in the case of the Common Fund. Nothing would move
unless everybody agreed.

As a last thought, he wondered whether the Commonwealth could assist by
assembling a broadly representative group to study the kinds of political and
diplomatic initiatives needed to deal with the specific problems in an orderly and
systematic way; to apply minds collectively and through representatives to the
question of how the political and diplomatic process could be facilitated. The group
would consider recommendation of a programme of diplomatic action. Then
representatives of the Third World and OPEC could talk with their organisations
and developed countries amongst themselves. It was possible that careful analysis
of the political process could help to improve its capacity to deal with the issues
involved.

In concluding, Mr. Manley emphasised that he had deliberately avoided
talking about obvious problems of poverty, of who suffered most when things
did not happen. If the Commonwealth did not share a humanist concern and
understand the issues of equity and international morality then members would
be wasting their time. That was why he had concentrated on the question of
trying to open up the examination of specific issues. Could not the Commonwealth
achieve a collective leadership involving the kind of courage which Mr. Fraser had
spoken of as an example to the rest of .the. woyld?_ If it could not, then who
could? He remained an incurable optimist in his faith that they were the body
that could give that leadership.

Mr. Rahman, Bangladesh, told the Meeting that what he had to say was a
continuation of what heg%xad said the previous day about food security. Everybody
knew that about 90 per cent of the people of the Commonwealth lived in develop-
ing countries and 80 per cent of the world’s absolute poor lived in the Common-
wealth. The question of adequate food security system was thus of p_aranﬁoum
importance. With favourable weather conditions the average production figure
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y : ; ly about 3 per cent, which wag
i developing countries was on I
of foodhgr‘;l)\l/r(\)srlanf?ood Crc))nference minimum target of 4 pﬁr cg;lhﬁ(})’:rizrmgn%
below the still in the food priority countries and the situa 1 mained
ha.?- gfeixrll ‘;gtf; parts of Asia and some parts of Africa. Chronic malnutrition
critic

of the population of the developin
s el bglgnali)r? ut{n? Iz];e%ugtg t?;ternlatiogall)food policy continued to
it .mfanr:o[;ro system of world food security and inadequate external
s an'alll rﬁsa‘gs ?g mg’et production targets. He hoped that Heads of Government
ﬁnan(cil do . the report of the Advisory Group on Food Production and Rural
LA orse.n the Commonwealth and the Secretary-General’s proposal to
P terial meeting on food production and rural development. How-
et mlmf:h a meeting he proposed that the Secretariat should prepare g
e bfore' Seustud on the need, objective and institutional arrangements for a
;:ontlipre cﬁiv systcgn which should, inter alia, i_nclugie the following aspects:
s(};gcia?%nang’ing facilities to meet large emergency food import §osts 2 Srran%ements
for emergency food loans in kind; international arran‘gen?ent; or en agce stock-
ing of food grains, particularly in food deficit countries; ant ways and means of
increasing food production, particularly in food deficit countries.

Commonwealth included large food exporting nations as
wellI:: ?oo;gdi;)h;ctargifg nations, most of which were among the most seriously
affected and the least developed groups of countries. In order to improve the
food security situation within the Commonwealth a mechanism should be de-
veloped whereby the surplus countries could come to the aid of those nations
needing food aid. An internationally held stockpile could be set up to be drawn
on in time of need, with provisions for part or full payment, except in the case
of LDCs. It could be built up by food surplus countries setting aside a proportion
of their surplus in keeping with the commitments under the Food Aid Convention
or the International Undertaking on World Food Security. Countries other than
LDCs could also make token contributions. Simultaneously, a vigorous pro-
gramme should be Jaunched to provide incentives and assistance to the developing
countries to accelerate their agricultural development and move speedily towards
the goal of self sufficiency in food production.

In concluding he stressed the vital importance to a majority of member
countries of a food security system and recommended that the subject be refe;red
to the Committee of the Whole for study. He also asked that the recommendations
of the Committee be included in the Communiqué.

The Meeting agreed to refer the matter to the Committee of the Whole.

Mrs. Thatcher, Britain, said that Mr. Fraser and Mr. Manley had dealt
comprehensively with the subject. The two points which she wished to pick up
were particularly relevant to the discussions at the Tokyo summit and what took
place there might assist the deliberations to be carried a little further forwar
The Tokyo summit, looking at the economic position of the world as a whole
in the post war period found that approximately each quarter of a century - g
nature of the problem changed. In the immediate post-war period most countries
were concentrating on expansion—which came to be called growth—in order to
give their people a higher standard of living and how to get rid of unemployme“t‘

‘Growth policies were so successful that the belief arose that it would auto-
matically go on for ever and more and more people would come to enjoy t
standard of living which some had taken for granted. There was an enOfmo“i
potential for growth around the world as a whole and it was assumed that lhg
could continue. Then, all of a sudden, in the early 1970s, the problem chang®®
T’,"‘ very success of the growth policy in the Western countries where unempl®Y
‘ment had not really been a problem, brought those countries up against the oth®

constraints to which Mr. Manley had referred. There were really two const\i‘}isnt:

which began to appear, even before the arrival of the oil crisis. In the
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;}:;leiizr? ‘;//gr){ddislinguished people, having analysed oil and coal reserves, stated
e uld soon be a shortage of energy. No one took the slightest bit of
o e ;elcirsryoge lzﬁd chome accustomed to cheap oil and there was coal
2 ‘ - By that time also, or a little later, the othe i
and k= _ s X r constraint—
;ggiggg w];zradpear;]?ggarclc:.h {jnlt])atlon had not in fact been a serious problelll?[in
‘ 5 : ad been about 3 per cent per annum but th

o Q ~, v 1 at
burl)(/m:]éé)cl?sp‘:)rfe(fl with lhehprotl)lems that countries hgd had to tackle sinc\gas'lqk?e[
Very Succes he growth policy had led people to ex ir right

ry s I ha xpect, as their right, that
ghuy‘ could hgve an automatically rising standard of living regardless ofgwhether
it was earned or not. Governments, unable to fulfil their promises, started to

print money and inflation was the result. Then il crisi
world and she wished to say a word about that. he oL RSN

Economic or social policies tended to be talked i
something totally removed from politics or human Eatuarg,omﬂ?: (1)21 t(l:lrzisv\}/]e;g
caused enormous economic problems which was another way of saying that the
caused human problems. The source of that oil crisis and the more recent onz
was political. That should never be forgotten. Events which came suddenly
and stopped all plans were events which had a political cause. The cause o)f
the oil crisis was of course the Middle Eastern problem, the Yom Kippur war
which led to a fourfold increase in the price of oil. ,

The realisation that there would be an energy shortage should, of course
have come earlier. Those two constraints, energy and inflation, suddenly produced
a new pattern of problems. It was realised that growth would not automatically
go on unless those problems were dealt with. It had given the Western world
problems but the less well developed countries even greater problems. An
enormous increase in the price of oil in the West had meant that there was less
money to go to the less well developed countries and not such big markets for
the goods which they were beginning to produce. They were therefore doubly
hard hit. So instead of focusing attention on expansion and combating unemploy-
ment governments were now having to look at two other different problems,
energy limitation and inflation.

Turning first to energy Mrs. Thatcher said that countries were using a lot of
their supplies of oil, coal and gas simply for fuel. They ought to be conserved
for use e.g. as chemical feedstock for the plastics industry; as a source of much
more than calories with which to run industries. If they were used up too quickly
merely as fuels there would eventually be shortages of chemical feedstock.

The first oil crisis in 1973/74 had resulted in a four to fivefold increase in
the price of oil. Yet the financial mechanisms of the world had dealt with that
problem extraordinarily well. A lot of surplus money, not backed by production,
entered the international system. Some of it caused inflation but some of it was
recycled back. Some—but not enough—found its way to the developing countries
and some to the developed countries. On the whole, the banking mechanisms
had taken care of the problem but inflation had taken the strain. The way in
which the world rode that oil storm made it very much less able to ride the new
one which had come. The fact was that, politically, twice in a decade the world
had become totally vulnerable to a shortage of oil supplies caused by political
problems. The second crisis had produced about a 50 per cent increase in the price
of oil. That had been almost as devastating as the earlier fourfold increase
because it had come on top of it and because it had reduced standards of living.
There was therefore both a political problem and an economic problem: vulner-
ability to the oil producing countries.

What was to be done about it in the short term and in the long term?
Countries would not be able to go on expanding unless they could solve the
problem. She and her colleagues had looked at it in Tokyo and decided that
the first thing to be done was to bring demand and supply into balance. The
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3 f anything caused

-nt but a 5 per cent shortage O : :

shortage was 01121){ alfﬁtt}felzfgk?: countries had decided to c.io‘everytt}slg% PS)ISSlble
the ‘};nces?égr ed;emand so they had agreed tc;) restgc;otrhzellnry:mggr\hs [ t?el ’p?iré d
to depre ; ) gre it c e
of cogrse the chief mechanism for restnctmg.n o o be g

i ndoubtedly was the mal 1
r(r:lechall‘;zltlilén 1;Elcz;tausx,\,itch to other sources of energy—to coal and to gas—were
onser

also being used. i 3t X aroh :

. : / ine in the Tokyo conference the price
In the meantm% ngga:};:ytt\;‘gzrevvzl:é ccg)nscious of their vulnerability in the
of oft had TSR (7 solved to look to alternative, renewable sources of energy
longer term, the}ll\'ire o had said, as the price went up more expensive oil was
e - d %Itlioi and that should not be wasted. The answer therefore
T 8{0 uource’s of energy. People argued that energy could be secured
was to seek O t;r sWind the tides and from the earth in the form of ge_othermal
from the sun, the b but not on the scale required to keep existing industries
energy. So it could, pacity in the less developed world. They had

i improve industrial ca less
gth grélc; lz:r(‘)lrjlclusion that the only answer in time was the development of
lt‘ﬁiflegr energy on a much larger scale than earlier contemplated. That, of course,

i~ peoples, many of whom were very frightened of
pro?ucedn;;;oblegxlznaxtrlll(z)?éﬁh:;rSge tl:ad somet){me§ told her own people, not one
n‘ucleearlifee h%’ been lost because of the production of electricity from nuclear
le?egrgy whilst many lives had been lost in.winn’mg coal, in gas explosions and in
oil fires. Some said that the sun and wind were God-gwen and so should be
preferred but as aranium also was a natural resource it to0 should be exploited.
erefore two conclusions. The first was that Western countries’
dem;.llzhcfrf%:v fﬁf l'il;d to be depressed as a means of keeping the price from rising
faster. Secondly, in the longer term, attempts had to be made to establish
alternative sources of energy. Mr. Manley had suggested that that be tried through
an international agency. For a lot of OECD countries there was the International
Energy Agency which already did a good deal of work in the energy field. Perhaps
it was possible to build on that.

The second problem was inflation. It was possible to look for many ways
around that problem, but the reality was that there would be no inflation if
governments did not promise their people more than they were prepared to
produce by work. If, in fact, more money was printed than was backed by the
world’s production, inflation would result. No financial mechanism could obviate
that truth. To some extent politicians were the people who tended to produce
inflation because they tended to give people the impression that there was an easy
option, a way round the problem. The industrialised countries had a Sp?c}al
responsibility here and Britain was determined to pursue orthodox financial policies
to bring its money back on a sound basis. If more money was printed the system
would give rise to increased prices.

How did the two problems interact elsewhere? The last time there had beent
a rapid increase in the price of oil there had been a reaction against any prospect
of a fall in standards of living. People did not want to make do with less wages:
In fact a combination of spare money in the international system and governn‘lf:“tls
printing money caused inflation to become an international phenomenon as we d
as a national one. At Tokyo it had been decided not to do that again. Insted
the leaders discussed ways of educating people to the reality that a colossal increas®
in prices in one commodity meant less to spend on others and the only Way 5
of that was to create more wealth and start expansion in another direction. They
had resolved to tackle the energy problem both in the short and the longer term o
in ways that would not increase inflation.
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In conclusion Mrs. Thatcher said there was a tendency to begin speeches o
saying that the outlook for growth, for inflation and for uynemploymeﬂt was 10
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good. But it was not as bad as some of the

' by | problems that had had t

:It))atthi égtc;re:ve;}r e%eerrllog.eer}"tiﬁgnolhotgyfh@dfbrought all sorts of thingz wght;g gg‘gg

I thought of before, given a free i i

work. hBy way of illustration she recalled herg;eccnt visit Sgo}x_}g?gy Il(nor:‘éhlvsﬁctz

?:]fernti 1? a%a;thggszgars‘?h mntllxon additional people, mostly refugees, had been
' ; 1sed, without any outside assistance. Jobs had been

their own ingenuity and that had created some highly sophisticate?ier;)r‘ggﬁct:fg fl;)r,

sale in the West. That had ha ;
allowed the human spirit and talle)lrl)te l:gdbgeﬁcuf thesy, had. o @ systerdsica

She urged her col

for growth gcould beoalc'::}?i%li‘f::fi [}gt tt:/)ogifaS:Prflslif)?l;hb?ntaﬁr?zé%le }l’gs_gap%city
and starting up business on their own and thro ig 1 i s
efficient and using better technology more econorr?iggll)'?.lg (I)IL%uf)tfnlenszrb:ct!l]kg:avery
had said that most problems were man-made. They were, and it was withing:ll;=S
human capacity to find solutions. But that could not be done b ﬁnanc:
mechanisms. The task was to consider, realistically, the way to increaze wealth
which was created by someone’s ingenuity, someone’s hard work and capital. The
Western world and the less developed world needed each other. When%coriomies
could be returned to growth a higher standard of living resulted but out of the
surplus earned people started to invest overseas and she personally was very
anxious that they did so. Britain had recently relaxed its exchange controls to
encourage companies to invest overseas. That was good for Britain in the long
run, but she wished to say to those who were wanting investment to remember
that if some companies were suddenly nationalised then that destroyed the con-
fidence of investors. When growth started again, there would be available
surpluses for investment and for aid programmes. Things were difficult, but it
was the task of politicians to try to solve the problems. She had faith in the
human spirit and human ingenuity and in the strategies of a free economy: they
should be given the opportunity to work. Government’s job was to regulate and
to smooth out some of the peaks and troughs that would otherwise occur, and
to lgglgla.te in such matters as safety, health, hours of work, etc. She wa§ not
pessimistic. By using human ingenuity, and by following sound financial policies

it was possible to achieve expansion of the type envisaged in Tokyo. y

_ Dr. Kaunda remarked that one colleague considered that the job of Prime
Minister was not enough and had appointed himself as Minister of Finance as
well. He was also the current Chairman of the Board of Governors of the Bank
and the Fund. He invited the Prime Minister of New Zealand to speak.

Mr. Muldoon, New Zealand, said that as Minister of Finance he was unable
to take an optimistic view of the world economic situation although he had
enjoyed very much the speech of the Prime Minister of Britain. He commended
the paper by the Secretariat which provided a good analysis of a very difficult
situation, and the paper by Fiji which was a fascinating case-study of the energy
problem. As he had predicted in London in 1977, in the past two years the rich
had got richer and the poor poorer. As he had also said in London, there were
still nations who literally could not afford to borrow because they could not
service the debt. It was not sufficient for the wealthier, industrialised nations to
say to those countries, “ Well, I am sorry—our policies have increased your deficit
but we will lend you the money to cover your deficits ”. That was not a solution;
it would result in further serious debt servicing problems.

Returning to the Secretariat paper he pointed out that in 1979 the indus-
trialised coungtries as a group woulé’e experience a modest, combined deficit of
US$?2 billion while the non-oil producing developing countries would have a
record deficit of $40 billion or more. He believed it would be more. 'I‘hog
figures revealed the heart of the problem. The major economic pr lem that
confronted the world and was responsible for the dismal prospect of a spreading
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i inui i i i the accelerating price of oil.

continuing high rates of inflation, was 2 1 ‘
IZ;eyssz:?tgn?;td to lift livir?g standards, to stabilise commodity prices, or to transfer

resources from the developed to the developing countries could be negated by

ies si i he price of a barrel of oil.

ountries simply adding another dollar to the | )

'tltll?e?n};‘jicg cc:o:llsuming coglzltries spoke of a deﬁcgtdofd supphesS ag:rm?élﬁea?z::ld; llmt
the fact that it was not a matter of deducting > per cen om hat

?ﬁ:rﬁggdmmd have been at the end of 1979; it was a matter of deducting §

per cent from what the usage was in 1978. They were cul}-.;1g back on their
increase but they were not cutting back on their basic usage as of last year.
Economics was about people, not, as the academics would say, mo}x:ey, Wl'ea"hh
and the transfer thereof, and that was frequently overlookec} jul thede_mCal
considerations of the wealthy countries. The Arusha Declar“mon 51 rllgh'uy
placed great emphasis on the need for the ;ransfer of resources to ev}f oping
countries. There were many ways of achieving that. He hoped that when the
Fund and Bank had their annual meeting 1n Belgrade they would approve the
proposal to increase the Bank’s capital by $40 billion, thereby do(tilb!mg it e
agreed with Mr. Manley’s remarks about IMF resources and con itionality. It
made no sense for the Fund to advance resources (o a country while forcing
that country to implement policies that were damaging to its economy and which
increased political instability. That was a point that the Fund must take care
of He was confident that Monsieur de Larosiere, Managing Director of the

IMF, was aware of those facts.

Mr. Manley had referred to the political decision-making process and the
difficulties attaching to it. He suggested that one way to get better political
decision-making was to take a little more heed of the views of Ministers of

Finance. He followed the advice of his implicitly!

Qil prices were going up not because of market forces but as the result
of the policy of the OPEC countries. He believed the market price of oil would
double in a period of about 12 months from 12 dollars fifty cents to 25 dollars
or more. It was important to bear in mind that the price of oil actually went
down in real terms between 1974 and 1979 after the first increase. Although the
world had managed to handle that first crisis it was not in a position to handle
the current crisis because of the damage that had been done. It was comforting
to talk about recycling OPEC country surpluses but that involved some countries
substantially increasing their foreign debt. He wondered for how long the world
financial system could absorb such strains. It would not be long before the
private sector banking system ran into serious difficulties in attempting to recycle

those surpluses.

New Zealand was a major exporter of dairy products, but the increase in his
country’s bill for imported oil in the current year would absorb the entire anpual
export earnings of the New Zealand dairy industry. New Zealand was a relatively
affluent country; he shuddered to think of the effect of oil price increases on sOme
of the countries represented around the table.

Other issues, apart from oil, could not be ignored. After a very long period
of negotiation, GATT/MTN had been a total disappointment. Some small gains
had been made but they were derisory compared with what had been hoped for
in the Tokyo Round of discussions. After masses of meetings, mountains ©
paper, millions of dollars, the result had been total disappointment.
disappointment had been shared by most developing countries, who had gain®
very little from the lengthy exercise. The developing countries were ben&
encouraged by developed countries to develop their industries, and were offered
money to do so, but the developed countries did not want to be asked to take
the products. Increased economic pressure on the more developed countri€s
would result in a strengthening of such attitudes.
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There had been some
progress, as Mr. Fraser h i
> ; ad
STdt :gfnq::(lzg%\]}w \:{gen he went to the OECD in Junem}f;lrlnoan;:,ilbull ke
g induélria] pFOdl(l)CtS ;;%dz;:g;}l)lél cfonlinue to operate on two sets (c)fezizl;l;atogg
S ) i T for agricultural prod it di .
d/\ftfr‘l;‘]‘é‘n“tr‘k‘jll If;‘é}f%a)msn‘l was practised by almost 511 inLclicut:traiZlucd‘d Tiek 1o the
i 0 economies, to the disadvantage of their conc;untrles e
S e lernationally efficient producers such as New Z ulmers ol
gevclopiﬁg counlrr?plcalh' agricultural products. He sympathisega andhand =
deviophpE es W lcll% produced commodities such as sugar and ?g:} dttilos.e
e consci):)dgelh;lte% beet sugar production in the industrial Irllat}oglsr
s i any developing countries required not aid, but
He agreed with Mr. Manle

: A on :
phase out inefficient industries. A the necessity for developed countries to

L New Zealand had comm mm

2 c

necessarily long term, to do that, fortunately with sgme e;gcri(irnaélﬁr(}ir)?n the’
e

{‘(I)e\s\éezfgéaﬂweix]angrflacthurers Federation who were sufficiently enlightened eith
o Ml Sg 3 e wall or to recognise the economic realism of wha: he'r
Pacific island nei }I])b posing to do. New Zealand had tried to help her Soutlg
e et Ne%v Zourls “(’ilth the Pacific Islapds Industrial Development Scheme
b estabHER oS Cé: and provided financial assistance for her manufacturers
FRBvision rorJ : .eln ures in the island countries and endeavoured to make
2 Stimendidth pecial access to New Zealand for the resulting products. Hy
ed that scheme as a means of giving opportunity to people who othém-sg

were in a hopeless position, with
: y no m :
countries. eans of employment in some of the poorer

Another example was the decisi
mp t ecision by the South Pacific Forum i
Zci(;rnég:g:gf igefgz;)vtclil[;ogfst }l]n geptembir fccl)r a comprehensive non-recipré::a‘l]ugaég
: fay e Forum island countries. That again could
a regional basis in other parts of the world. Th g
duty-free, unrestricted access to .  Absteali o 2
/ : the markets of Australia and N
a wide range of products. H i ik
ek p e thought those schemes could operate better on a

_ Unless effective energy policies were implemented on a w i
bglleved that the developing countries wouldp watch despairing(l);lgsvgfeeirsgzng:
of payments were undermined by an ever rising bill for imported oil. He
reiterated his belief that oil prices would double in a period of about a yeai' and
;Varned that the increase in prices would ultimately destroy the oil prodt;cers
t would destroy their investments, and their ability to invest. It would destroy;
political stability in countries around the world. It would destroy the economic
sztabxhty of ‘the oil producers’ markets and thus eventually destroy them. New
dealand‘ was potentially an energy-rich country and was in the process of
eveloping alternative sources of energy. He and his colleagues were watching
with very great anxiety the impact of the new increase in oil prices on the
economies of the world. He believed that the Arab countries had a genuine
feeling for the Third World. If that was so, then they must stop the moves by the
less rational leaders among the oil producers which would damage the developing

countries more than any others, because they could least afford to bear it.

~The question of inflation had been dealt with in the debate. He did not
entirely accept Mr. Fraser’s forecast that very high levels of inflation would
continue for the next five years since it was not possible to forecast so far ahead.
But there were two things he believed would determine whether or not inflation
could be successfully tackled. One was the price of oil and the related issue of
energy policy. The other, he suggested, was the American Administration.
Unless the most powerful economy in the world was governed by sound economic
policies, it would be very difficult for any other group of countries to do what
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i iti 11 which he found lacking in too
was necessary. 14 ICS a:)uqulltersictelsonofo fthl:em\]‘l:lcfflld.wu{{e thought there was a bit of
o i _weglt‘lginc at present, but it was a bad time to be in government,
e ‘Ymiflgne r\;ras subject to the whims of the electorate.
PamCUIaf.Y ider that the International Energy Agency was a successful
& Sy ;:to‘r:;ls ecgpable of being successful but 1ts record was not promising,
i S Kirk, a great New Zealand parliamentaffan, and his
L ke e Prime Minister, used to speak of “ paralysis by

. hen he was - ¢ such paralysis. Unles
POI'“C?J,?ppoanrt L was a prime example of such pa : h
analf)e’izsnc‘cs Sge rélr;/{il\:'l;y small, they did not have a good i o
con

international problems.

i he had arrived too late to hear
 Tanzania, was SOITY that ad
Mr g:ésg?;eri;rtirvention, but had listened appreciatively to Mr. Manley, who

was spokesman for the trade u.nionbocfat]hsz ;\):}:);r.] }E-eleslrl)zief(;l;ﬂg ?g;hlguiig?;la:
eqisition ‘?w)/(;renilelyw}igfergsiglgrer:ind the Meeting that the price of beef and
very P_Togrefsstlraétors worked on different systems; that was a constant problem.
the price 0 those who were subject to an industrial economy and those who
There “tl)?ret to a rural economy; although they lived on the same planet, the two
‘gfégi‘s’ fiiced in two very different worlds. To be reminded of that thought

by New Zealand was very interesting.
nce to the difference between the

i o link Mrs. Thatcher’s refere t ]
earligen;z](?:;dthte developed countries for growth, with wh'a% Mr. g/llanle)(r) t};};ﬁ i;;;jn
Because the developed countrigls weret k?'oiv S:‘e:)cgcruo%i% V:vl;s ggoloirgesr Henfs

i ossible to thin al . 3
gﬁs‘;o?fsgg,:’ t:lz)’urlxttr‘ifslsg?owth remained the central problem. Ecqnomngts were
agreed that poor countries had a capacity for quick growth, which t edmlfr:'i
developed countries did not have. The latter had developed quickly and ha
reached a stage where the problem was one of management. The poor countries
were held back by constramts. If those constraints could be removed, the poor

countries had a very strong capacity for growth.

i crisis posed a major problem. His Minister of Finance had mfprmed
him -tlixl; (i)r;l f;l;;s”lganzania’s e]xpell)lditure on oil amounted to 200 million shillings.
Expenditure had risen to the rate of 970 million shillings a year before the prlcif;
went up by 25 per cent. He therefore calculated that Tanzania’s curren%) 0
bill must be about 1,212 million shillings, even though consumption had %ett
reduced. Oil had obviously had a very bad effect on Tanzania’s economy, _I}S
the oil crisis that they were talking about was the oil crisis of 1973. 'I’ar_!zallllilt
basic problem was there before 1973. Even if the Arabs were to promise thi!
there would be no more increases in the price of oil that would not solve 1;
problem. It would still be there. The basic problem was the division of rlcr
and poor in the world, with the rich getting richer and the poor getting pOOf,en'
That problem was endemic. Oil was an additional problem. The solutl(:s
adopted by the industrialised countries was to put up the prices of their products.
The effect for Tanzania was that the price of a tractor went up; the price 0
machinery went up; the price of trucks went up. Tanzania did not produce a,ﬂé’
oil, any frucks; it therefore suffered at both ends. The Arabs put up the Rflcs
of oil. The industrialised countries compensated themselves by raising pnceié
Trade unionists in the industrialised countries tried to protect or to increase theo
standard of living and demanded higher wages; that pushed up the cost pot
Tanzania’s imports. What could Tanzania do to compensate? She could I;luy
increase the price of sisal; she had to produce a lot more sisal in order to /
what she was previously buying with less sisal. That was the problem O
poor. It was important to examine the basic problem, irrespective of oil &%
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inflation. There were still rich and

poor in Tanzania, so the price of oil goi
could not remove from decision-m < p oil going up

. mc ) akers in Tanzania the responsibility t
adopting policies which must reduce the gap between the ?ich larllé ypoc())r.go I?II;

could not say that because of oil prices or because of i i

! inflation efforts to reduce
the gap between the rich and the poor would be halted. Those efforts must
continue. The international community had the same problem.

It was a political decision for Arabs to put up the price of oi
mattered was the threat to reduce the amourlljt of gil. Trt,xat had (ggnevzgétergggg
in the sense that the developed countries now realised that oil was a limited
commodity. It did not become suddenly limited from 1973 onwards. The geology
remained the same. 1973 was merely a reminder that oil was not going to be
there for ever. One could understand why the Arabs acted as they did; they
could not go on selling oil cheap because oil was not renewable. It was a limited
resource. That was a fact which had nothing to do with Gaddafi. The developed
countries had been too lavish in their use of oil. That was political; it was not
geology.

In spite of those problems, he hoped that nevertheless the developed countries
would agree that the fundamental problem was not one of management but one
of survival. 'What the poor people of the world demanded was to be able to
live. Politicians all promised a higher standard of living to their people. Leaders
of the poor world could not help making such promises, it was a necessity, their
people must have a higher standard of living. Leaders of rich countries, however,
should stop promising their people a higher standard of living. It was simply
not possible. He had been told that the US consumed something like 40 per cent
of the available resources of the world. Western Europe, with about the same
population, wanted to catch up; that would use another 40 per cent. The Soviet
Union, with an equivalent population, and anxious to show that socialism paid,
also wanted to catch up. Where were they going to get the other 40 per cent?
There was need for realism. They could not go on making promises to their
people to be richer and richer. But there was all the difference in the world
between promising the people another car or another television set and a second
meal. What leaders of the poor countries were promising their people very often
was a second meal and sometimes simply a good meal, a single meal, a day.
It was necessary to face those problems. When all countries had co-operated and
had satisfied the basic needs of the people, then would be the time to argue about
how to control inflation so that people could get the second car and the second
television set. The first priority was to give people food.

Mr. Clark, Canada, said that, as a newcomer, he was finding the Meeting
fascinating. He would not try to match the wit and the perception of the President
of Tanzania but he had been struck by a phrase he had used in talking about the
difference between the problems of survival and the problems of management.
Canada was a country which was running out of oil and could not get enough
money for its beef, but he recognised that those were both problems of manage-
ment, not of survival. i (9 e

He welcomed and supported the proposal of . Fraser an F: nley
that a group should be coglr\,'gned to focus attention on the very real constraints
on economic growth that existed. He suggested that it would be very useful for
the report of such a group to be available so that members of the Commonwealth
could take account of the conclusions before the next Special Session of the UN.
If a time-frame of that sort were to be followed, certain limitations would be
placed upon the nature of the study. The Meeting would not want to duplicate
studies that were being undertaken by other groups, such as the Brandt Com-
mission. He thought it important that the membership in the group pedr:ept
relatively small. He would personally prefer to see it confined t%f drawn
from the Commonwealth. He hoped that the terms of reference of the propozd
study could be prepared by officials in time for informal discussion over the

weekend.
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[I. WORLD POLITICAL SCENE (resumed)
" " SOUTH EAST ASIA (resumed)
world Political Scene.

id di :on would now resume on the

s Kaunda'lslafeglltslfusrf';gn Burnham, Prime Minister .of (l}\/;ll)rﬁ:tir gidlet;ifg;
o reasonsnolfldl the con’ference. He welcomed the Foreign

able to atte (

g? the Guyana delegation.

78

1 i hile listening
i he had decided to intervene w
?;gisuz)aflthe Prime Minister of Smgapor«,.f glgeé(': was
for some supplementary ideas to broiden Kulllinsc\(;g:tv 2 Loa vl:?osl;
i nee;l ?elig arﬁfw intended only to commfcln(t:l (l)ndl\t'lor.a :iftlation (F 5% 5, 0os VRl
sion bu ! e |
i of the U : I
AR R membegset::?ssary to look at the concept of the worltql 2; ggc,t ;me
e ltf v&:lis UN and to see whether some of the assux;]lp 130 B0 vst,em
OE the;;;?rflgo?hg pr:sent system should not be changed. Perhap ystem
of ma

1d be changed altogether. :
shou UN gas really a victors™ club. It was created in t}l:e aiféfcr)?;athrgii 523

26 L life. A system was created in which the victors perc
i i e be settled by the principal victors,

i e were to A

that the issues of war i peai f the Charter because the principal
anguage O !

s alﬁgrrre?if)tegleuingilstenarg\cegof peace and security. It therefore pro-

i ieved and all that was necessary

tion that peace had been achieve ecess
:/e:;l‘:g gilaitrlxltili?lssiltl.m %lt that [il’l’rl): it was asspmed that Fzz:‘ceal\%m{)l? ?;err;a:;?stgixtneodf

international economic co-operatl suit
e fOfel%fgael:zlr'n;ination. Whilst it was true that the process of decolor};sattllgg
o nghoweto Sed apace since the creation of the UN, the global iommutmo%onial
o eally integrated into its consciousness the importance of the post-c nig
mto}llsti:m %’eople talked about peace in terms and concepts that were concel
l:: assumﬁtions that were current in 1945.

isati s itself a necessary prerequisite for peace 11 today’s
lfl:omg’ilxen}ﬁa?lz;(ﬂ:/%l:zu?lilewi%lea of intqrnational economic co-operatlo&e;zll;
‘c':v:xfceived, the Bretton Woods s.ystemt hac% %ﬁzt wsgiﬁi c\;eezhte%,l It’li"th:lilta gyls]tgvrvn o
served the world well, or certain parts O £ R Rty
down. The concept of peace now must be base (z_n feconomic A
illusory without the precondition of eqmtablg interna’ elol?ﬁ e b
a process of economic development based upon equity rpeloed
i n of multi-polarity and perhaps to diiie
E;?:dt;i %ﬁcﬁt&i %‘%egglogapore’s a%ssme;t thalxlt ghe l?(xi-xict)llaatr ;:ﬁlllgt;;elaﬁ?;
i imes. Mr. Lee Kuan Yew had sal = !
g%ﬁﬁg‘tb:iat}; ttlnltl)leone was in control. The thrust of the post-c\(/)écrglelzt
revolution, however, expressed in the activities of the Non;Al.Jgn;d mc;)r e
and other such groupings, was indeed to create conditions within t g, w g
would allow new nations to consolidate their independence. By * indepen T
he meant not only an event but a process, and the creation of an m%er}; i
system whereby the peoples of those territories assumed a dominant rohe lemarks
of decision-making within national states. That was the essence of the T
he would have made had time allowed.

Mr. Jackson, Guyana, §
to the thought-provoking ana

provisions re

' Dr. Kaunda suggested that Mr. Jackson should provide the Secretariat with
the full text of his speech in order that it might be circulated.*

Mr. Shyam Nandan Mishra, India, requested the indulgence of the Megttgg
as he had taken up office only three or four days previously. He expresse
sincere regret of his Prime Minister that he was unable to participate.

[ 00 -

—

* Editor's note : No text was provided.
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own observations would be made i -l to too much generalisation and his
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There had been a change of government in his country; he represented the

new government. There must be a lot of curiosity about the change that had
occurred in India but it should come as no surprise to those who were accustomed

and attached to democratic processes. In fact, i
3t 4 5 it was
clarification of democracy itself that suc . b e

y h changes occurred. The change that
had occurred in India had happened in th i i o
democrat would sincerely desirr)g. R i p

Far from being an abuse of democrac
some Newspapers had suggested, it_ had been part of the working process?:lg 2?
democracy. India remained committed to all the ideas to which it had been a

party in the past and all the ideals about which it had been speakin since the
days of Mr. Nehru. His presence was testimony to the strengtl?%f trfdition and
the continuity of his country’s foreign policy. In particular, he reaffirmed India’s
steadfast support of the struggle against racism and colonialism,

He appreciated the stress laid by the President of Tanzania on economic
growth. No country in the world, and particularly the developing countries,
could hope to remain secure or stable without at least a 5 per cent rate of growth.
Unless there was a leadership committed to bringing about such growth, there
could not be peace or stability in any part of the world. He stressed the import-
ance of economic self-reliance as a contribution to Non-Alignment and as an
essential contribution to national independence. India was deeply committed to
the policy of Non-Alignment because it was a global policy which could be
pursued by any country. That policy was in keeping with the self-respect of any
country, and was the only policy which would give stability and peace. In
emphasising economic self-reliance, it was important not to lose sight of the
importance of developing political self-reliance. That was a concept which was
often ignored. In his view, those countries who struggled with their own problems,
and developed self-reliance, could solve their problems. The national personality
would evolve and a more enduring solution would be found. The importance of
political self-reliance should be remembered by those who wanted to hand down
the gift of security since it enabled a country to develop its own national personality
and contributed towards security and stability.

Crisis points had developed in many regions of the world. In Southern
Africa the problem was that words were not used in their proper meaning. All
Commonwealth countries appeared to be committed to majority rule in Southern
Africa. What exactly did majority rule mean? It was not a concept that was
bandied about by ignorant people; it was a concept that had been accepted by
the enlightened leaders of the world. If that was so, it was necessary to identify
the ingredients of majority rule, without which the concept would be completely
vacuous as was happening at present. Majority rule meant that there had to be
a constitution which provided the mechanism for majority rule. Without that
there could not be the majority rule that all had been talking about. Herein lay
the heart of the problem: we used words but not in the way in which they should
be used.

Turning to South East Asia Mr. Mishra said it was in a state that evoked
sympathy f%om everybody concerned. Malaysia faced a problem that entailed
enormous human suffering. The developing countries found that the spirit of
confrontation between the great powers was being transferred from Emopﬁ;o
their parts of the world. If that occurred then there would be no peace. t
was precisely the reason why the world found itself in the present situation.
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South East Asia ought to be beneficial to the people. Instead,
eat deal of suffering. People were being forced to
leave their homeland and going to c;ountries which could not cope ‘wnth them.
India had faced such situations and in the past had taken care of refugees on g
Jarge scale so knew what trials and tribulations those people had 'to undergo angd
what it meant to cope with the problem. As a result of its experience, India
could speak about the problem with much greater sensitivity and Sympathy
than many others. International consultations could help find a solution to the
refugee problem but, so far as the main political problem was concerned in
South East Asia, the great powers must allow the countries of the_ region to settle
it amongst themselves. It was only by mutual reassurances and giving more time
that some kind of a solution might emerge. If t_here_was again the spirit of the
benefactor intervening in the scene, as had been in evidence to some extent, thep
the situation would become much worse.

In South Asia, the situation was more manageable. It had become much
more satisfactory because much greater mutual trust and confidence had
developed amongst the countries in the region, between India and Pakistan, and
between India and some other neighbouring countries.

The situation in the Middle East continued to give concern. No lasting
solution was possible unless the territories occupied by Israel were
vacated—India’s policy had been very clear right from the very beginning—he
wanted to reaffirm that that was the only way. The Egypt/Israel Treaty failed
in certain respects in fulfilling those conditions and so could not be expected
to solve the situation there. There was a need for a comprehensive solution if a

secure and durable peace were to be achieved.

India was also concerned that, in spite of efforts made by various parties,
the Cyprus problem was still not resolved. It was a matter of regret that
resolutions in that respect had not been implemented. India would like the
question of Cyprus to be settled urgently by peaceful means in accordance with
the UN Charter and the Resolutions passed by the UN General Assembly, and
the Non-Aligned group. India would give her full support to the sovereignty,
independence, territorial integrity and non-alignment of the Republic of Cyprus.

It was important that the Meeting should examine problems from a general
and not from a narrow, national point of view. He had made his survey from
the standpoint of a member of a *“ Committee of the Whole ” in the belief that
that would be more valuable than a presentation from a national point of view.

80

Changes in Sout
they were resulting in a gr

Dr. Kaunda adjourned the meeting at 6.15 p.m.

NOTE. A written statement relating to Sub-item 3b—South East Asia—was
submitted for circulation by the Prime Minister of New Zealand. This
statement is reproduced in the subsequent section of this Record.
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