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From New Era to Neo-liberalism:
US Strategy on Trade, Finance and

Development in the United
Nations, 1964—82

Abstract

This article charts the history of the US strategy and tactics on issues of trade,
finance and development in the UN from 1964 to 1982, to explain how initial
diplomatic defeats in the Kennedy and Johnson eras had been neutralised by the
1980s. Many saw the birth of UNCTAD as the start of a new era in international
cooperation in the field of trade and development. For the US, however, it was
a set-back to its traditional trade policy, sustained because of fears of Soviet
expansion in the Third World and the uncooperativeness of de Gaulle's France.
When the oil price crisis put the US under greater immediate pressure, the
Nixon and Ford administrations responded more robustly. Yet it was not their
more aggressive responses that saved the US. Rather, it was disunity within
Third World ranks, and the economic circumstances that made debtors of many
formerly militant developing countries.
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1. Introduction
John Toye When the US no longer commanded a natural majority in the UN
Director, Centre for the General Assembly, President Kennedy adopted a strategy of bold
its“:%’ do\f/g‘;;'i‘r:]ag”PErg?g;”;:' leadership and rhetorical persuasion, designed to rally sympathetic
Department of Economy: nations to support his gl c_)bal antl'—communlst obj Qctlves. _From the
University of Oxford start such a strategy carried the risk of the US being carried along
by the very political tides that it was trying to channel and to har-
Richard Toye nessfor itsown purposes. After Kennedy’ s assassination, the birth
Lecturer in History, Homer- of UNCTAD, anew UN body in the sphere of trade, finance and
ton College, Cambridge  development, demonstrated the reality of this problem. The US
was afterwards forced to withdraw its opposition to one of
UNCTAD’s key demands — for a General System of Preferences
(GSP). Yet despite subsequent military failurein Vietnam, the US

Note of acknowledgement. The authors are grateful for helpful comments from
two anonymous referees.
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succeeded, by the 1980s, in blunting the practical impact of
UNCTAD's palicy initiatives on commodity schemes, trade pref-
erences and Specia Drawing Rights in the IMF. Then when the
Latin American debt crisis, maturing undetected during the late
1970s, surfaced publicly in 1982, President Reagan (with Mrs
Thatcher) had enough economic leverage to be able to insist on
developing countriesfollowing the ‘ sensible economic policies’ of
neo-liberalism.

This article charts the history of the US strategy and tactics on
issues of trade, finance and development in the UN from 1964 to
1982, and explores how it was able to turn initial defeats in the
Kennedy and Johnson eras into effective rejection of Third World
demandsin the 1980s. The story beginswith the birth of UNCTAD,
which many contemporaries saw as a historical turning point, ‘the
beginning of anew erain the evolution of international co-opera-
tioninthefield of trade and development’.* Thisnew UN body did
not come into being because the United States or its Western allies
had changed position on the question of which institutions ought to
regulate world trade. Dismissing it as ‘ one of the most unpleasant
propaganda efforts of the decade’, the Kennedy State Department
was still wedded to the General Agreement on Tariffs and Trade
(GATT) as the sole instrument of international trade cooperation
(Zeiler, 1992: 195). Therefore, one hasto ask: how was it that the
US and other countries of the Organization for Economic Cooper-
ation and Development (OECD) were unable to prevent the crea-
tion of thisnew organisation, which had radical aspirationsfor anew
erain trade and development, and which was potentially destabilis-
ing of some Western economic interests?

Thefirst part of an answer lies in the entanglement of interna-
tional trade issueswith Cold War diplomacy. The USSR used trade
issuesto challenge US hegemony and to recruit new alliesand sym-
pathisers. In 1954, the Soviet Union called for aworld meeting of
trade experts; in 1955, for the ratification of the Havana Charter;
and in 1956, for aconference on international trade, all unsuccess-
fully (Robertson, 1969: 263). When the Treaty of Rome inaugurat-
ed the European Economic Community (EEC) of France, West
Germany, Italy and the Benelux countries (1958), many developing
countries, especially in Latin America, feared that trade diversion
would cost them their traditional European export markets. The
USSR tried to play on these fearsto divert them from the Western

1 Proceedings of the UNCTAD I, Vol. |, pp. 66-68.
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orbit. AtaUN General Assembly meeting in 1961, a Soviet spokes-
man denounced ‘ closed Western economic groupings’ asinimical
to international economic cooperation.2On 30 May 1962, Chairman
Khruschev coupled another denunciation of the Common Market
with arenewed call for an international trade conference (Rubin-
stein, 1964: 170-1).

Another part of the answer liesin the grandiose nationalism of
French foreign policy in the era of President Charles de Gaulle.
French policy dominated the positionstaken up by the EEC and was
unpredictable in most things, except its hostility to the US and the
idea of an Atlantic community. The Soviet challenge on trade was
made in the context of the expected enlargement of the EEC to in-
corporate the United Kingdom. Everyone believed that this event
wasimminent, and few, if any, suspected that de Gaull€' sveto would
delay British entry by afurther decade. The expected expansion of
the EEC raised anxieties in other countries. For developed coun-
tries outside the Common Market, such asthe US, the lowering of
internal tariffs made an equivalent lowering of external tariffs ur-
gent, to avoid the diversion of trade away from their exports and
towards the exports of other Common Market members. Lower
tariffs were imperative if the US was to be able to reverse its bal-
ance of payments deficit. This was a major motivation behind
Kennedy’s decision to launch what became the Kennedy Round of
tariff reduction negotiations in the GATT, an aim that remained
second in priority only to the containment of communism.

For the devel oping countries, one problem was how British ad-
herence to the Common Market would affect the system of Com-
monwealth preferences that Commonweal th devel oping countries
still enjoyed, despite their anomal ous position in the philosophy of
the GATT.2 This system provided privileged access to Common-
wealth producers of agricultural commoditiesto marketsthat were
dominated by British farm support policies. They questioned whether
Commonwealth preferences could be made compatible with the
treatment that, under French pressure, the EEC had just accorded
to its own Associated Overseas Territories, in the Yaoundé Con-
vention of 1963. For the US, the problem was different: how could
any newly forged system of preferences be accepted as compati-

2 UN General Assembly, 1961 Session, 720th Meeting, speech of M. Lavrichenko.

3 For an account of how Commonwealth preferences survived, despite the ex-
treme hostility of the US at the time of the negotiation of GATT, see Toye
(2003).
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blewiththe GATT principlesof multilateral non-discrimination?The
US government saw one possible way around the latter problem as
being to construct entirely new global arrangementsfor agricultur-
al trade. As George Ball suggested in amemorandum to President
Kennedy, ‘these preferential systems can be adequately disposed
of only if we arein aposition to cooperate in the development of
globd arrangementsfor important agricultural commodities . #At high
levels, the Kennedy Administration began to flirt with the idea of
new international commodity agreements for both temperate and
tropical products.

Third World countries had another demand that clouded the pros-
pects for a successful new round of GATT negotiations. Even if
new arrangements could be made for agricultural trade, the demand
from devel oping countriesthat theindustrial countries absorb more
of their manufactured goods was increasing in strength. This de-
mand was encouraged when the UN, at Kennedy’s instigation,
launched the Decade of Development. The US was, however, quite
unwilling to agreeto such ademand. Until the Trade Expansion Act
of 1962, the US government simply did not havethe power to compen-
sate domestic industry or assist itsstructural adjustment when protec-
tivetariffswere lowered. The problems of North—South trade were
thus set to beacomplicating factor in an aready difficult GATT round.

A third reason why the US was unableto resist new institutions
inthefield of trade was that the devel oping countries were forging
anew and higher level of solidarity. In July 1962, a Conference on
Problems of Developing Countries was held in Cairo. Organised
outside the auspices of the UN, it was attended by 36 countries.
Thiswas not avast number, but its significance lay in its composi-
tion. The participantsincluded African, Asian and Latin American
countries. The Cairo conference marked thefirst joint initiative of
countries from all three regional groups. The willingness of Latin
American countriesto join the Afro-Asian group, notwithstanding
the US's gesture of reaching out to them through the Alliance for
Progress, would prove to be an event of great significance. The
Cairo Declaration called for an international conferenceon ‘all vi-
tal questionsrelating to international trade, primary commodity trade
and economic relations between developing and devel oped coun-
tries’ within the framework of the UN (UN, 1964: 10).

4 George W. Ball, Memorandum to the President, 23 October 1961, US National
Archives, RG 59, Records of Under-Secretary George Ball 196166, Lot 74D272,
Box 20.
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In the General Assembly of autumn 1962 (Resolution 1785
(XV11)), the US ambassador to the UN, Adlai Stevenson, effec-
tively reversed the previous negative stance of the US towards the
conference. He seems to have concluded that, since the plan for a
conference could not be directly blocked, it was preferable to ac-
cept it positively rather than embitter the devel oping countries and
play into the hands of the Soviets (Zeiler, 1992: 198). By doing so,
the US could retain the hope of exercising someinfluence over the
conference’s timing and content. Once the US position switched,
so did that of the other OECD and L atin American countries, and
the existence of UNCTAD in some shape or form was assured
(Robertson, 1969: 268).

2. The US Approach to UNCTAD
The US government had several anxieties about the approaching
UN Trade Conference. The most serious of these concerned do-
mestic politics. Unless the devel oping countries could be diverted
from the demand for industrial preferences, the Kennedy Adminis-
tration would have to addressit at precisely the time when domes-
tic pressures for protection would be strongest — at the start of an
election year (Zeiler, 1992: 195). A related worry was the interna-
tional repercussions of the developing countries’ demand for indus-
trial preferences. It held considerable potential for causing further
disunity on trade issues among the OECD countries. The UK and
France (and, through French influence, the rest of the EEC) would
have no difficulty with the principle of granting preferences, given
their existing preferential schemes. This could leave the US iso-
lated in the face of developing-country accusationsthat it was, for
example through the Long Term Agreement on Cotton Textiles,
actively discriminating against them.®

Dr Raul Prebisch, designated Secretary of the conference, met
George Ball, the US Under-Secretary of State for Foreign Affairs,
on 1 November 1963. Prebisch argued that the target of growth of
the UN Development Decade could not be met by the developing
countries unlesstheir trade gaps could be reduced. Thisin turn re-
quired that existing trade barriers be reduced, and that ‘ additional
measures — such as preferences for industrial exports of develop-

5 George W. Ball, Memorandum to the President, October 29 1963, NA, RG 59,
Lot 74D272, George Ball records, Box 32. Although this memorandum is marked
‘not sent’, it gives an insight into Ball’s concerns about the Conference.
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ing countries — be granted for atransitional period. The share of
these exportsin theindustrial countries’ increment to consumption
would be small, he argued, not exceeding 5 per cent, and perhaps
some overall limit could be placed on the effect of the preferences
in order to safeguard industrial countries' interests. Ball pointed out
the problem of adjustment of old USindustries, and concerns about
thelevel of employment. He claimed that even small quantities of a
product offered at alow price could cause ‘ market disruption’, so
that even alimitation on the volume of trade receiving preferences
would not be seen as an adequate safeguard. He thought it would
be a mistake for the industrial countries ‘to endorse ideas or say
«pious» things at UNCTAD that they could not live up to’.® Preb-
isch suggested a compromise on the shape of the future interna-
tional trade machinery. He suggested the retention of the GATT as
an autonomousinstitution reporting to another larger body, with state
trading, commaodities and manufactures dealt with by committees
that also reported to aregularly recurring world conference, serv-
iced by its own secretariat. Ball left the meeting with the machin-
ery issue unresolved.

The weekend before he was assassinated, President Kennedy
received amemorandum from Ball.” Dated 12 November, it begins
by referring to Kennedy’s ‘interest in the United Nations Trade
Conference'. Ball explained to the President that the forthcoming
conference was the resultant of two forces, both external to the
US: the discontent of the developing countrieswith the GATT, and
the Soviet Union’s interest in undermining the GATT for its own
political purposes. Ball saw the danger that ‘ some well-intentioned
people — encouraged by others less benign — can do considerable
mischief’. However, he thought that the damage could be limited.
The memorandum identified the USSR as having two interests. One
was to get onto the conference’s agenda subjects such as East—
West trade and disarmament, which could be used for propaganda
advantage. The other wasto disrupt the GATT, in which practition-
ersof statetrading had little material interest. In thefirst aim, Ball
advised, it would not pressits point, and in the second it would suc-
ceed only if the US could not educate the devel oping countries out
of the most foolish of their proposals. The bulk of the rest of the

6 The Secretary’s and the Under-Secretary’s memoranda of conversations, 1953—
64, NA RG 59 Lot 65D330, Box 28.

7 Reproduced in Foreign Relations of the United Sates, 1961-63, Vol. IX, pp.
622—627. All quotations in this section, unless otherwise identified, are from
this document.
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memorandum indicated which of the trade proposal s supported by
the developing countries the US found *the stickiest’ and suggest-
ed the lines on which the * education and persuasion’ of developing
countries should proceed.

The proposal that Ball found most objectionable was that the
devel oped countries should grant special preferencesto theindus-
trial exports of the developing countries. Ball advised that it would
be unwiseto hold out any hope to the devel oping countriesthat the
US would support any form of industrial preference. The primary
objectiontoit waspolitical, that the Administration did not want to
have to defend it at the same time that it would have to resist do-
mestic interest groups seeking trade preferences. It was safer and
easier to hold the centre ground of tariff reduction on a non-dis-
criminatory basis in both domestic and international arenas. The
economic arguments were secondary, with the slogan of compara-
tive advantage being pressed into service. The US would call for
the formation of free trade areas for regional blocs of developing
countries, so that the US would not seem to be turning a deaf ear to
the requests of developing countries.

Apart from industrial preferences, the US was unhappy about
the possible use of commaodity agreementsto transfer resources to
developing countries. Kennedy had shifted policy on commaodity
agreements early in hisAdministration from doctrinaire opposition
to measured support for them. (Adlai Stevenson, Kennedy’s ambas-
sador to the UN, had stated: * ... little things, like stabilization of com-
modity prices, can mean more than economic assistance. The change
in the price of coffee by half a cent per pound can wipe out all of
the economic assistance that we[i.e. the US] could hopeto give...
foralongtime’ (Rubinstein, 1964: 170).) Ball, however, madeafirm
distinction between internationa mechanismsthat addressthe vola-
tility of commaodity prices and mechanismsthat permanently raise
them above the long-term average market price. While conceding
that US agricultural price support did exactly that, Ball warned
against permitting it on the international scene. He thought that
participating in negotiations on that basis ran therisk of having to
recommend commodity agreementsthat Congresswould not ratify.

Finally, the developing countries’ discontent with the GATT had
led to two different ideas for reform. One was the idea that a sin-
gle encompassing trade organisation should replace the GATT. It
would both accept as members the Soviet bloc countries that used
statetrading and attend to the interests of developing countries. The
other was the idea of anew organisation, separate from the GATT
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but dedicated to promoting the interests of developing countriesin
theinternational trade system. Ball wished, whatever happened, to
preserve the GATT. In apassage from the Memorandum that con-
veyswell the tone of the whole, he concluded:

We must, of course, be concerned to preserve the GATT against ef-
forts to transform it into a debating forum for special interests or to
supplant it with a more diffuse organization. Fortunately, | think this
problem is manageable. Already there are signs that the more stable
leaders in the developing countries are having second thoughts on
thevalue of the GATT, and | am confident that with asteady American
policy weshould havelittledifficulty in saving it from seriousimpai rment.

3. The First UNCTAD and Its Achievements
The UN Conference on Trade and Development was held in Ge-
neva from 23 March to 16 June 1964. It was the largest interna-
tional trade conference ever convened, attracting 2,000 delegates
from 121 of the 123 countries eligible to participate. That the coa-
lition of devel oping countrieswould act in the conferenceasalarge
and powerful caucus (known asthe Group of 77, or G77) came as
arather unpleasant surpriseto the developed countries. The Group
proceeded at the start of the conference by presenting jointly only
resol utionsthat had been previoudy agreed among themselves, even
on issues where they had important conflicts of interest (Johnson,
1967: 34). Their adoption of this tactic was therefore not deter-
mined by their economic interests, which often conflicted. Rather,
it demonstrated the degree of their commitment to the conceptual
framework set out by Prebisch in his report to the conference,
Towards a New Trade Policy for Development, and their resolve
to make the conference a historic event (Robertson, 1969: 272).
The conference got off to a slow start. Ball’s opening speech
for the US was a deliberate attempt to strike anote of realism, but
it came over as essentially defensive. Sidney Dell, one of Prebi-
sch’s Executive Assistants, thought it was ‘ the most disappointing
speech’ and ‘anegative blast’ . Newsweek detected in it * morethan
a hint of paternalism’.® By contrast, Edward Heath, the British
President of the Board of Trade, sounded amuch more positive note
(Heath, 1998: 602). Britain and the EEC countries, as Ball had
feared, demonstrated a greater willingness than the US to reach

8 PRO BT 241/1348 Minute by J.R.S. Guinness, 1 April 1964.
9  Newsweek, 6 April 1964, p. 28.
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accommodeationswith the devel oping countries. Inthe conference hdl,
the US and other industrial countries constantly made the charge
that the devel oping countries should do moreto help their own devel op-
ment, but ‘took afairly thorough beating’ each time they tried to
divert attention from international to domestic policy issuesby this
tactic (Robertson, 1969: 273). The proceedings of the conference
ground on sowly, but soon got bogged down (Hagras, 1965: 93). Drift
was succeeded by deadlock in the First, Second and Fifth Commit-
tees, relieved only by American-inspired progresson aidinthe Third
Committee.® According to Heath (1998: 602), Ball ‘tired of the con-
stant haggling that went on and gradually dropped out of the arguments’.

By the time the conference cameto aclose, agreement had been
reached on hardly any of the specific proposals in the Prebisch
Report. The Final Actof the conference consisted of a series of
declarations of agreed principlesin those areaswhere wording could
be agreed, recommendations for action remitted to international
organisations and governments (as appropriate) and programmes
of work on further studies to be made on trade problems.** Many
of these recommendations were voted on rather than adopted with-
out avote. It istrue that consciousness of the interdependence of
trade and devel opment issues had been raised. It was also the case
that the unity of the G77 countries had thrown the industrial coun-
tries into division and disarray, and increased their willingness to
support piecemeal reforms of existing international arrangements.
Nevertheless, Prebisch admitted, when asked later, that ‘nothing
important’ was achieved in terms of world economic policy by the
first UNCTAD meeting (Prebisch, 1967: 748-754).

4. Commodities. International Monetary Reform and
Trade Preferences

The wording of the Final Act of UNCTAD 1964 did not clarify
whether UNCTAD was merely an interim step on the way to set-
ting up an International Trade Organization (ITO) or intended to be
apermanent fixture (Robertson, 1969: 270-271). Also, dispute con-
tinued about whether UNCTAD should be aforum of international
negotiation. The US and other industrial countries continued to
maintain that UNCTAD was a deliberative body only, and that all

10 PRO BT 241/1348, J.R.S. Guinness, minute distributed to UK delegation, 7 May
1964.

11 UNCTAD I, Vol. I, pp.3-16.
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trade negotiation must take place within GATT. They saw
UNCTAD as a body for exchange of views on commercia poli-
cies and development, but they were not willing to accept it as a
source of legal obligations.’? When, in 1965, the UN transferred to
UNCTAD al itsresponsihilities for the negotiation of commadity
agreements, theindustrial countries decided to drop their objection
to UNCTAD being a negotiating forum (Berthoud, 2001: 56-57).
The UNCTAD secretariat now had a stronger incentive to de-
velop a strategy on the commodity issue.

Significantly, negotiationsfor an ICA (international commodity
agreement) had been successful for only one additional commodity
— coffee —in the entire period between the signing of the Havana
Charter and 1964. In these the role of the United States had been
crucial. Inthe 1950s, the US had resolutely opposed an internation-
al coffee agreement.’® In 1958, however, the US decided ‘as an
exceptionto policy’ to agreeto discussan international coffee agree-
ment if thisissue were raised by other countries.’* Thefirst Coffee
Agreement, in 1963, came about only because the US saw it ‘asa
way of improving our relations with anumber of key Latin Amer-
ican countries (particularly Brazil, Colombiaand Central America
[sic])’, and an instrument of foreign policy complementary to the
Alliancefor Progress.”® Nevertheless, the Coffee Agreement quick-
ly ran into disagreements between producers and consumers on the
level and distribution of export quotas (Rangarajan, 1978: 107—108).

The US, supported by the UK, Sweden and West Germany,
voiced their opposition to ICAsthat provided price support. They
‘repeatedly stressed the difficulties of attaining a practical defini-
tion of remunerative prices unlessthese weretaken to be thelong-
term equilibrium price. They also argued that the concept of ‘import
purchasing power’ should not be adeterminant of international pric-
ing policy, becauseit confused international action on commodities
with action that was the responsibility of countries. Furthermore,

12 J. Stavnovik to Prebisch, ‘A Note on the Secretariat’s Policy with Respect to
Implementation of UNCTAD’s Recommendations', 31 August 1965, Office of
the Secretary-General of UNCTAD: Inter-office Memoranda 1965, UNCTAD
archive.

13 Harold M. Randall (US representative on |A-ECOSOC) to Don Armado C.
Amador (Chairman, |A-ECOSOC), 27 April 1956, DDRS.

14 Extract from the Minutes of the Council on Foreign Economic Policy Meeting,
20 May 1958. DDRS.

15 ‘The Third International Coffee Agreement: an Analysis', no date but probably
December 1975, p. 1. Declassified Documents Reference System (DDRS),
Farmington Hills, Michigan, Gale Group, 2003.
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they refused to countenance any direct policy link associated with
changesin the terms of trade. Finally, they stressed that each com-
modity was a unique case in itself, and hence no valid negotiable
principles should be accepted for commodity trade overall.®

Asthediscussion of principles of commaodity trade was dogged
by disputed definitions that reflected larger policy differences, the
pursuit of acommodity-by-commodity approach also ran into diffi-
culties. Prebisch reported to Secretary-Genera U Thant in June 1966
that the Sugar Conference had stood adjourned since September
1965, frustrated by US-USSR conflict over the fate of Cuban sugar.
Prebischwasalso ‘ deeply distressed’ by the collapse of the Cocoa
Conference, given his belief that it was ‘sound from the point of
view of economics and finance' .*” The failure to achieve an agree-
ment was a serious setback, since cocoa was not the commodity
that gaveriseto the most difficult negotiating problems. The stumb-
ling blockswere the minimum price, with the US holding out for the
lowest option: whether or not the buffer stock would buy directly
from the producers and the question of how to finance the buffer
stock when neither the US nor the World Bank would provide funds.’®

At this point, the idea of a‘central fund’, rather than separate
financing arrangementsfor each commaodity, began to emerge. The
plan for the commodities document for UNCTAD |1, to beheldin
1968, included thisidea:

[ITn addition to examining specific market tendencies of indi-
vidual commaodities, [it] should also present the basic principles
of a buffer stock; broad orders of financial magnitudes but no
specific dollar requirement; the need to be prepared for enter-
ing into new commaodity agreements; the establishment of a
central fund (including its financial and operating functions);
whether such a fund could form part of the IBRD supplemen-
tary financing scheme (perhaps as a separate department, since
successful operation of abuffer should reducethelevel of draw-
ings on the latter scheme).®®

16 D. H. Pollock to Prebisch, ‘Permanent Sub-Committee on Commodities (First
session)’, 21 July 1966, UNCTAD archive.

17 Unpublished talk to the World Council of Churches, July 1966, p. 7, UNCTAD
archive.

18 ‘Directors Meeting — 28 June 1966, UNCTAD archive; Prebisch to U Thant,
‘Recent Developments in UNCTAD’, 12 August 1966, UNCTAD archive.

19 Pollock to Prebisch and P. R. Judd, ‘Meetings at La Pelouse’, 2 November 1966,
Interoffice Memoranda September [sic] 1966, UNCTAD archive.
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Thus, by October 1966, despite the coolness of professional eco-
nomic opinion towards these schemes, the secretariat had embraced
the aim of price stabilisation, using the method of an extended se-
ries of buffer stocks, joined to the new concept of a central fund.

At UNCTAD I, notwithstanding the US wish to avoid any ac-
tion by the conference on international monetary reform, the Third
Committee passed a recommendation calling for further study of
measures related to the complementary credit system of the IMF
(Corea, 2000: 26). Following this recommendation, a new expert
group was convened ‘to study the international monetary issues
relating to problems of trade and development’. The basic purpose
of the conference recommendation was to consider how the de-
veloping countrieswould be affected by nascent plans of the Group
of 10 (G10) industria countriesto create additional liquidity (Proc.
UNCTAD I, AnnexeA. 1V. 19). Prebisch highlighted the main points
for consideration in the following terms:

(a) the nature of theliquidity problem of developing countries, and
possible methods of dealing withit;

(b) the possibility of creating alink between the solution of theworld
liquidity problem and the bridging of the trade gap of developing
countries;

(c) the possibility of payments arrangements for devel oping coun-
triesthat might facilitate theliberalisation of their trade with one
another.?

The expert group established that the devel oping countriesdid have
aneed for extraunconditional liquidity, and not merely aneed for
additional aid. Prebisch campaigned on two propositionsthat came
out of the experts’' report. The first was the basic procedural issue
that the G10 countries should not simply make changesin theinter-
national monetary system on their own, when such changeswould
have consequences for others. He demanded the participation of
the devel oping countries, together with the developed countries, in
the creation of additional reserves. The second was the substance
of the matter; he wanted the allocation of any new monetary re-
serve unitsto be on auniversal basis and not confined to the G10.
On these points, UNCTAD was actually supporting the position of
the management of the IMF against that of the G10. The G10
eventually gave way in August 1966. The UNCTAD-sponsored

20 Prebisch to Kaldor, 24 June 1965, Kaldor papers, NK/3/112/298-299.
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experts' report, along with asimilar one from the Inter-American
Committee of the Alliance for Progress, does seem to have had an
impact in forcing the Group of 10 to retreat, and to agree that the
new form of liquidity (the Special Drawing Right, or SDR) would
be created through the IMF on a universal basis (de Vries, 1976,
9599, 104, 159). When the outline scheme for SDR creation was
presented in September 1967, the devel oping country memberswere
ableto support it.

Theindustria countriesweretill in disarray in their responseto
the demand for industrial trade preferences. The British were will-
ing to extend existing Commonwealth preferencesto all develop-
ing countries; the EEC — under strong French influence — wanted
to safeguard the existing preferences of its African associated ter-
ritories, while the US was opposed to granting preferences alto-
gether. For awhile, in the mid-1960s, Prebisch wasvery concerned
that the US, attempting to strengthen its alliance against Castro’s
Cuba, might accede to Latin American requests ‘for a preferential
system to be exclusive to Latin American countries .?* Such a de-
velopment would have gravely damaged the solidarity of the G77,
and Prebisch repeatedly spoke out against it. The US was not se-
rioudly tempted to try such adivisive manoeuvre, which would have
contradicted its opposition to the EEC associated territories scheme.

The Johnson Administration was aware, however, that it need-
ed to end itsisolation in oneway or another. If it were not going to
give the Latin Americans a regional preference scheme, it would
have to go along with a Generalised System of Preferences (GSP)
scheme. WhenAustraiaapplied to GATT for awaiver to allow them
to introduce aGSP, and the USwasthelone dissenter in a51:1 vote,
Ball finally threw in hishand (Zeiler, 1992: 204-205). In April 1967,
at Puntadel Este, President Johnson announced that he would ex-
plorewith other industrial countriesthe possibility of apolicy of pref-
erencesin favour of all developing countries, and not merely Latin
American countries. Work had already been donein the OECD to
design the principles of a Generalised System of Preferences for
exports of manufactures and semi-manufactures. Prebisch saw this
as an event of ‘paramount importance’ . As it turned out, a spe-
cific solution could not be agreed at UNCTAD Il in New Delhi in

21 UN doc. no. TD/B/9, cited in Sidney Dell, ‘UNCTAD: Retrospect and Pros-
pect’, Annual Review of United Nations Affairs, 1964-1965, pp. 52-85, at p.
66.

22 Statement by Prebisch to Thomas Hamilton of the New York Times, 16 May
1967, UNCTAD archive.
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1968, but that conference did adopt Resolution 21 (I1), which rec-
ognised ‘ the unanimous agreement in favour of the early establish-
ment of amutually acceptable system of generalized, non-reciprocal
and non-discriminatory preferences’. It was aremarkable achieve-
ment to have reached agreement on the principle of the GSP, and it
stood out in the otherwise barren landscape of the New Delhi
UNCTAD.

5. The Turbulent Seventies

However, the international scene of North—South relations was
turning stormy, stirred by the huge US military build-up in Vietham.
President Nixon began restoring normal diplomatic relations with
China, after morethan 20 years of refusing to deal with itscommu-
nist government. Though hailed by some as a geopolitical master-
stroke, it could not hide the fact that the US was undergoing a
military humiliation at the hands of asmall Third World country —
Vietnam. When final defeat of the USintervention arrived with the
fall of Saigon in April 1975, it sent a message to the world that
immensetechnological superiority could not guaranteevictory against
adedicated peasant army supported by thelocal population. There
were limits, even for a superpower.

Economically, the collapse of the gold-dollar pegin 1971 marked
the end of the post-war international economic system, and of the
West's ‘golden age’ of post-war prosperity. The twin evils of un-
employment and inflation, in the theoretically unexpected combina-
tion of ‘ stagflation’, beset the US and other OECD economies, and
were passed on to the developing countries in the form of falling
demand for their exports and higher prices for their imports The
developing countries and the intellectual champions of their inter-
ests responded with a new spirit of militancy. Partly, they were
emboldened by the difficulties that they believed were weakening
the West; partly they were moved by fears of dangers that the
changing world scene could harbour for them?®; and partly they
responded to a sense that, because of all the reversals and uncer-
tainties, theworld order wasincreasingly losing legitimacy.

Onto thisincreasingly turbulent international scene burst another
Middle East war in late 1973, followed by a dramatic increase in

23 See Henry Kissinger’s (1999: 936) recollection that President Julius Nyerere of
Tanzania ‘feared great-power collusion [in Africa] as much as he feared great-
power conflict’.
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the price of oil. OPEC, agroup of major oil producing states, suc-
ceeded in using the oil weapon against an oil-dependent West that
had aready been alarmed by warnings of rapidly depleting exhaust-
ible resources (Club of Rome, 1972). This crisis produced major
challenges to both devel oped and devel oping countries alike. The
industrial countries faced the prospect of having to find ways to
stabilise their economies after amassive external shock, andin the
longer term to decrease their dependence on oil. Moreover, they
also had to face the more threatening problem that other groups of
commodity producers might take similar action, and find ways of
preventing this. The developing countries were divided into those
that could produce oil, which would benefit from the pricerise, and
those that could not, which would, liketheindustrial countries, also
face a large external shock. The latter would need increased bal-
ance-of -payments financing while they struggled to adjust their
economies, and the immediate question they faced was how and
by whom their increased indebtedness should be managed.

Yet the increased militancy of the devel oping countriesin mat-
ters of trade, finance and development in this period was not trig-
gered by the oil price rise. Although powerfully reinforced by it,
militancy had built up gradually from accumulating frustrations over
the whole previous decade. Prebisch’s successor as Secretary-
General of UNCTAD after 1968, Manuel Pérez-Guerrero, found it
difficult to make significant progress on facilitating new commodi-
ty agreements, so he poured much diplomatic energy into securing
for developing countriesindustrial trade preferencesand aid linked
to new forms of international liquidity. Astheindustrial countries
found various ways of minimising the benefits of these two initia-
tives, thisgave further discouragement to thosein the G77 who were
willing to work within the existing world order.

Pérez-Guerrero waswell aware of the meagreresults' that were
being achieved in the commodity field.>* Heinvested hisdiplomatic
skillsmore heavily in the other twoissuesof policy that he had chosen
as priorities. The first of these was the attempt to turn the agree-
ment of principle at UNCTAD Il to grant industrial trade prefer-
encesto developing countriesinto redlity. In October 1970, arrangements
for the establishment of a GSP were completed in the UNCTAD
Special Committee on Preferences after intensive consultations.
Among the developed market economies, 18 took part as prefer-

24 ‘Notes on the Meeting with Prime Minister Heath on 20 Oct. 1970, ‘Confi-
dential Correspondence and Memoranda, 1970’, UNCTAD archive.
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ence-giving countries—Austria, Canada, Denmark, the EEC mem-
ber states, Finland, Ireland, Japan, New Zealand, Norway, Sweden,
Switzerland, the UK and the US. During the consultations in
UNCTAD, Bulgaria, Czechoslovakia, Hungary, Poland and the
USSR made a joint declaration describing the tariff and/or other
commercial measuresthey intended to takein favour of the develop-
ing countries’ exports. Concurrently with the adoption of the GSP,
the prospective preference-giving countries agreed to seek as rap-
idly as possiblethe necessary legidative or other sanction. Accord-
ingly, in June 1971, these countries sought and obtained awaiver of
their obligationsunder Article 1 of the GATT —the principle of most-
favoured-nation treatment — for a period of 10 years.®

Around thistime, however, the mood in Washington was ‘isola
tionist and anti-foreign’, especialy in Congress, according to US
officials.®® At Pérez-Guerrero’s Washington meetings in Novem-
ber 1970, Commerce Department officials were defensive about
the extent of protectionist sentiment inthe US Congress. At the State
Department, Nathaniel Samuels (Deputy Under-Secretary for Eco-
nomic Affairs) told him that the administration would seek legisla-
tive approval of the preferences system as soon as possible, but he
explained that ‘ no decision had been taken concerning the precise
manner in which the system would be submitted to Congress'.%’
This prevarication was necessary because there was so little Con-
gressional support, either among freetraders or among protection-
ist legislators, for devel oping-country preferences. It was not until
1976 that the US was able to pass a Trade Act that incorporated
industrial trade preferences, and even then the legidation wasloaded
with protectionist-inspired limitations. Exclusionsrelated to thetypes
of developing countriesthat could benefit, and the product catego-
riesthat could benefit (not textilesand clothing, footwear, watches,
‘sengitive’ steel or electronics, for example). The benefit was phased
out as exports to the US of the relevant item increased, on the
groundsthat it wasthen nolonger ‘ needed’ (Langhammer and Sapir,
1987: 16-19).

25 See Raul Prebisch, ‘The general preferential system against the background of
changing views of international trade’, given at UNCTAD Il symposium, The
Hague, January 1972, Hart papers, 8/33.

26 C.R. Carlisle to Pérez-Guerrero, ‘Conversations with US officials’, 1 September
1970, ‘Confidential Correspondence and Memoranda, 1970, UNCTAD ar-
chive.

27 Xxvii Diego Cordovez, ‘Notes on Meetings', 16 November 1970, ‘Confidential
Correspondence and Memoranda, 1970’, UNCTAD archive.
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Theissuein which Pérez-Guerrero invested perhaps most heavily
of all wasthe pursuit of alink between the monetary innovation of
SDRsin the IMF and development finance. In 1970, when donors
subscribed to new capital to replenish the International Develop-
ment Association (IDA), the shift of attention to the SDR—aid link
was reinforced, because this move further dimmed any prospects
of their also agreeing to a supplementary finance scheme.?® The
novel aspect of the SDR was that it was the first form of ‘ money’
that had been created by an international agreement, and it was
attractive to the developing countries that their need for devel op-
ment finance could be linked with an international negotiation, rath-
er than dealt with ad hoc in 20 or so national ministries of finance.?
The question remained asto what form thelink should take. Initial-
ly, two versions were up for discussion — the organic link and the
non-organic link. The former meant the direct allocation of SDRs
to the IDA, which would require minor changes in the IMF Arti-
cles of Agreement, to permit multilateral agencies to hold SDRs.
The latter meant the voluntary subscription to the IDA of national
currency equivalents of a proportion of SDRs, and not the SDRs
themselves. The non-organic link faced the obvious objection that,
since donorswould actually givetheir aid separately and independ-
ently of SDR allocation, any link would be contrived and artificial.
Attention thusfocused on the organic link, and Pérez-Guerrero and
Dell visited Washington, aswell as Paris, London and Bonn, to so-
licit support for it.

In Washington, although the Joint Economic Committee of Con-
gress supported the organic link proposal, the Nixon Administration
maintained its opposition. Its main objection wasthat thelink would
impair confidencein the SDR and thus should be deferred until such
time asthe SDR wasout of its‘infancy’. US officials also claimed
that the link would result in fewer SDRs being created, and that
thiswould hamper US plansto untieitsaid. The negative US view
towards the link proposals dominated the G10 discussions. The
Nixon Administration wanted consideration of thelink proposalsto
be postponed beyond 1972, when the next SDR distribution was due

28 ‘Notes on the Meeting with Prime Minister Heath on 20 Oct. 1970’, and Dell
to Pérez-Guerrero, ‘Copenhagen Meeting on the Link’, 28 September 1970,
‘Confidential Correspondence and Memoranda, 1970', UNCTAD archive.

29 The word ‘money’ is put in inverted commas because SDRs are not a medium of
exchange between private actors, but only for official transactions; and be-
cause, since SDRs must be reinstated after use, they function like credit.
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and when UNCTAD |11 was scheduled to take place. Pérez-Guer-
rero was not so easily persuaded and told the emissaries of the G10
that the devel oping countrieswould raise theissue of thelink at the
Trade and Development Board and later at UNCTAD 111.%°

In November 1971, in Lima, the G77 succeeded in organising
itself to participate in the forthcoming negotiation on international
monetary reform. It set up the Group of 24 on International Mone-
tary Affairs, representing eight countries each in Africa, Asiaand
Latin America, to beits‘financial arm’, and apoint of liaison with
the IMF (de Vries, 1976: 607, n. 20 and 617-618). Its task was,
among other things, to recommend coordinated policy positionsfor
its members to follow in international bodies. The policy that the
G77 eventually adopted was to press for a change in the basis of
the SDR allocation, so that developing countries would receive a
greater proportion than they would have been entitled to by their
IMF quotas, and the least devel oped countrieswould receive an even
more generous share. They had the voting power to refuse to rat-
ify any reform that did not include the link, but the potency of that
threat depended on the industrial countries needing to secure a
change in the IMF Articles of Agreement for their own purposes
(Williamson, 1977: 91-95). Would the SDR have been damaged if
it were linked to devel opment finance, as the US claimed? Would
thelink have led to aseries of alocationsthat were excessive from
apurely monetary viewpoint?Would the devel oping countries press
for artificially low interest rates on the SDR? Pérez-Guerrero
worked hard publicly, and privately in discussionswith G10 central
bankers, to reassure the international financial community on the
first point. 3 Thereisnot much evidence that the devel oping coun-
trieswould havetried to hold the SDR interest rate down, or could
have done so on their own. In fact, if anyonewere going to try this
tactic, it would have been the US government itself, which did not
want the SDR to replace the dollar as the principal international
reserve asset, because of the resulting loss of seignorage.

Thelack of any strong American motivation to construct anew
international monetary system to replace the Bretton Woods sys-
tem was, indeed, amajor factor in the failure of the Committee of
20'snegotiationson international monetary reformin 1972—74. The

30 Dell to Pérez-Guerrero,' Copenhagen Meeting on the Link’, 28 September 1970,
‘Confidential Correspondence and Memoranda, 1970', UNCTAD archive.

31 Pérez-Guerrero to participants in the Taormina discussions, 9 March 1971,
‘Interoffice Memoranda 1971: 1 May to 31 Aug.’, UNCTAD archive.
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spirit of cooperation and compromise did not prevail. The Europe-
answerethe only group to show much flexibility: they (except for
the Germans) compromised by accepting the link. The developing
countriesthemselves remained inflexiblein their demands, and the
US adamantly opposed the link. It was a straight confrontation
throughout, unyielding on either side. When the industrial world
gradually discovered, after May 1973, that flotation of the major
currencies was a tolerable aternative to a system that was estab-
lished in amultilateral agreement, further effortsto negotiate such
a system faded away. With them the idea of the SDR—aid link ef-
fectively disappeared from the international agenda (Williamsom,
1977: 143-147; 173-176).

6. Kissinger Responds to Demands for An NIEO
In October 1973, Egypt attacked Israel in an attempt to recover
territory lost in 1967. After the Yom Kippur war, the OPEC coun-
tries unilaterally introduced a massive increase in oil prices. The
price of oil rose from $3.02 to $5.12 on October 16 and to $11.6in
December 1973. Supply cuts and embargoes on the US (and the
Netherlands) were announced, asArab countries punished the West
for itssupport of Israel. By 14 February 1974 the required majority
of member states had requested that the General Assembly hold its
Sixth Special Session on Raw Materialsand Development, in New
York between 9 April and 2 May 1974. This was the first special
session of the UN to be devoted to an economic issue.
Alarmingly, from the point of view of the developed countries,
some developing country delegates praised OPEC's ‘brilliant vic-
toriesin bringing about ajust and more harmonious equilibriumin
international economic relations’, asthe delegate from Guinea put
it.22 OPEC countries in turn emphasised their own status as ‘ de-
veloping countries, which believe that their first and foremost duty
isto raise the standards of living of their peoplesin all spheres, in
order that they may keep pace with world progress...and make an
effective contribution to international development in general.’*
Thus during the Specia Session the ail price rise did not fracture
the unity of the developing countries, although the majority of them
wereoil importers. Instead, it united them even more strongly than
before in pursuit of anew international economic order.

32 lbid., 2211th plenary meeting, 11 April 1974, pp. 5-6.
33 These were the comments of the delegate from Qatar. Ibid., 2219th plenary
meeting, 17 April 1974, p. 12.
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Theinitial US reaction was threatening. Henry Kissinger, Nix-
on's Secretary of State, dealt out heavy warnings to primary com-
maodity producers. They would soon discover, he said, that they are
not insulated from the impact of supply restrictions or price escala-
tion, since arecessionin theindustrial countrieswould sharply re-
duce demand and higher pricesfor raw materials would accel erate
the transition to alternatives.® Nevertheless, on 1 May 1974 the
General Assembly adopted without a vote a Declaration on the
Establishment of a New International Economic Order (NIEO),
together with a Programme of Action, in Resolutions 3201(S-VI)
and 3202(S-V1). The US, together with many other industrial coun-
tries from Group B, entered a reservation stating that it strongly
disapproved of some of the provisions of the Programme, but it did
not vote against what it called * asignificant political document’ (UN,
1985: 62). The Charter of Economic Rights and Duties of States
followed in December 1974, adopted in Resolution 3281 (XXIV)
by 120 to six, with 10 abstentions (ibid.). However, their largely
consensual adoption masked a problem: what could the substance
of an NIEO be, when its protagonists had no proposals and its antag-
onists were playing a defensive game?

Gamini Corea, the newly appointed as Secretary General, seized
theinitiative for UNCTAD.* Without having been given amandate,
he presented the UNCTAD Trade and Development Board with
his‘Outline of an overall integrated programme’ for commodities
in August 1974.% So the die was cast. UNCTAD was committed
to championing theideaof creating anew official agency that would
own amulti-commodity stock, although most of the details of such
an agency remained to be defined. The surpluses of the oil produc-
ers were expected to be a major source for the Fund, as well as
investmentsfrom industrial countriesand multilateral agencies, but
‘UNCTAD wasinclined to leaveit to the devel oping countriesas a
group to persuade the oil exporters’ to invest (Corea, 1992: 37).
Every country hung back, for its own reasons: members of existing

34 I|bid., 2214th plenary meeting, 15 April 1974, p. 5.

35 ‘The NIEO period was the period when the UNCTAD forces really did try to
compete and did try to lead. That was...the product of a new mood in the
developing countries and they [the UNCTAD Secretariat] responded to it...|
think they were always perceived as a developing country organization, whereas
the Bretton Woods institutions certainly were not. So when the mood kind of
altered, they took full advantage of it and probably overshot in their aspirations
in responding to it and trying to lead it and direct it.” The Oral History Inter-
view of Gerald Helleiner, 4-5 December 2000, p. 60-62.

36 UNCTAD TD/B 498, 8 August 1974.
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ICAs were worried that under a Common Fund other countries
would be ableto influence the regul ation of their commodity; the oil
producerswereimporters of non-oil commoditiesand did not want
to commit to any investment before the Common Fund was better
defined. In the end, the G77 made no concrete moves until early
1976, and then they moved in contradictory directions.

The devel oped countries did not refuse to discuss the commod-
ity issue. Inthe US, however, the Ford Administration was afflict-
ed with asiege mentality. Daniel P. Moynihan, the US ambassador
tothe UN, told Ford: ‘for the next generation, the USwill be abe-
leaguered garrison in international forums... We must play hard
ball.”*” What Ford particularly feared was that developing coun-
trieswould use salami tactics, reproducing, for commaodity after com-
maodity, the OPEC effect of pricerise and supply restriction (Corea,
2001: 45). Henry Kissinger recalled that, in the wake of the oil cri-
sis, fear of producer power was at the heart of the American ap-
proach toward the poorer non-oil-producing developing nations
(Kissinger, 1999: 677—678):

To keep their grievances from coalescing with OPEC, we sought to
create alternatives to policies of extortion. We put forward sweeping
proposalsfor stabilizing raw material prices and enhancing food secu-
rity for theworld’s poorest nations. Our strategy wasto give the non-
oil commodity producers a stake they would be jeopardizing by fol-
lowing in the footsteps of OPEC or supporting it.

The US motivation for its action presumably was that a Common
Fund, financed by oil surpluses, would no longer be subject to West-
ern control. The Conference of Developing Countries on Raw
Materialsin Dakar had stimulated thisfear in February 1975, when
it resolved to set up afund for commodity market intervention owned
exclusively by the devel oping countries.

In order to find agreement on the substance of an NIEO, a Sev-
enth Specia Session of the General Assembly met from 1 to 16
September 1975. The agreement on commodities was, however, a
half-baked solution. While it acknowledged the need to build up
buffer stocks for commodity price stabilisation schemes, it did not
recognise the need for a Common Fund for financing them. Later
that autumn, President Giscard D’ Estaing of France endorsed the

37 Box 14, National Security Adviser. Memoranda of Conversations, Gerald R.
Ford Library.
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call for anew world economic order.*® He had convened a prelim-
inary meeting of what became the Conference on I nternational
Economic Cooperation (CIEC), in which the US, the EEC and Ja-
pan confronted four OPEC countries and three non-oil developing
countries. In November 1975, he called the Rambouillet Summit,
between France, West Germany, Italy, Japan, the UK and the US,
where Kissinger (1999: 678) repeated the American game plan:

We should try to break...the unholy alliance between the LDCs and
OPEC. Thiscan happen, and we can achieve our results, if they know
that their disruptive actions could stop discussions on commodities
or that they will pay apriceintermsof cooperation, or military exports.
In this way we can combat our dependence with a coherent strategy.

At the fourth UNCTAD Conference in Nairobi in March 1976,
Kissinger's address was the central episode. He happened to bein
Africaanyway, at the end of an extended tour, the key purpose of
which had been to trade US support for majority rule in Rhodesia
and South Africafor arefusal by African leadersto allow Soviet or
Cuban involvement on the continent. Even so, his decision to ad-
dress UNCTAD was very striking, asno previous US Secretary of
State had done so, nor indeed has one done so ever since. In his
memoirs, he recalled: ‘I chose to speak on behalf of the United
Statesin order to symbolizethe political importance we attached to
the need for new cooperativeinternational arrangements’ (Kissinger,
1999: 941, 953). However, hiscommodities proposal swere shaped
by the US game plan, and conflicted with UNCTAD’s modified
Integrated Programme. Kissinger duly paid lip servicetoit: ‘While
the United States of America could not accept all of its elements,
there were many parts which it was prepared to consider.’ He
expressed willingness to study the suitability of buffer stockson a
commaodity-by-commodity basis, and offered to review the adequacy
of IMF lending resources for poorer countries to offset short-term
price fluctuations and long-term declinesin commodity earnings.®
The centrepiece of his speech, however, was a proposal to estab-
lish an International Resources Bank with acapital fund of $1 bil-
lion, “which would mobilize capital for sound resources devel opment

38 Talk by Valéry Giscard D’Estaing at the Ecole Polytechnique on 28 October
1975, Hart papers, 8/22.

39 ‘Summary of US Initiatives at the Fourth United Nations Conference on Trade
and Development (UNCTAD), in Nairobi, May 6, 1976, p. 2, DDRS.
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projects to secure direct financing and by a partia guarantee of
bonds which could be retired through delivery of a specific com-
modity’. Its advantages, he said, would be the encouragement of
the creation of conditions for project development consistent with
internationally accepted standards of equity; multilateral guaran-
tees for host countries and investors; production sharing arrange-
ments; the contribution of the commodity bonds to stabilisation of
commodity earnings and of commodity supply and demand; and
promotion of the transfer of technology.*

Although Gamini Coreahad hoped only to secure agreement to
do further work on the Common Fund, a more militant mood ani-
mated the developing country delegations. They wanted to make
the setting up of the Common Fund a precondition for negotiation
on the other parts of the commodity programme. Although thiswas
unacceptableto theindustrial countries, they were divided (Corea,
1992: 53). Kissinger had tried to upstage the Common Fund by fo-
cusing on hisown proposal, but the EEC countrieswere split on the
merits of the issue.”* While West Germany opposed the Common
Fund concept, France was more pragmatic and the Netherlands
strongly supported the Common Fund and Integrated Programme,
coalescing with 13 ‘like-minded’ nations (including, notably, the
Scandinavians). A deal wasfinally struck. The Group B countries
were willing to approve further negotiation of the Common Fund
proposal, in return for agreement by the G77 to refer the US pro-
posal of an International Resources Bank to the permanent machin-
ery of UNCTAD for further study. The willingness of the US to
moveto this compromise derived not from conviction of the merits
of commodity price stabilisation through international action, but
from a strong desire to prevent a deterioration of North—South re-
lationsin the post-oil-crisisera(Corea, 1992: 57-60). The Nairobi
conference thus passed without vote Resolution 93 (1V), entitled
the Integrated Programme of Commodities. The resol ution request-
ed the Secretary-General of UNCTAD to ‘ convene a negotiation
conference open to all members of UNCTAD on a Common Fund
no later than March 1977’ . Then, the anticipated quid pro quo was
not delivered: none of the G77 regional groupings was willing to
endorse the draft resolution that the US resources bank proposal

40 ‘Proceedings of the United Nations Conference on Trade and Development:
Fourth Session, Nairobi, 5-31 May 1976’, (henceforward UNCTAD V), Val. I,
pp.122-3.

41 lain Guest, ‘Huge Rich Split'’, Cosmos, 10 May 1976, copy in Hart papers, 8/36.
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should be referred for further study. The US delegation neverthe-
less pressed for aroll call vote, and subsequently it was defeated
by 33 to 31 with 44 abstentions. This, understandably, soured the
atmosphere at the close of the Nairobi conference.

Yet the developing countries’ victory at Nairobi proved to be
hollow. A huge effort was devoted over the subsequent four years
to many meetings to negotiate individual commodity agreements,
alongsidelaborious negotiationsfor the Common Fund. While agree-
ment on the constitution of the Fund was reached in 1980, only one
new commaodity agreement emerged from all the post-1976 activ-
ity, namely the natural rubber agreement of 1979. Moreover, these
meagre results cannot simply be attributed to US obstruction. The
Carter Administration took thelinethat ‘ we should continueto push
along with price-stabilizing commodity agreementswherethereis
some promise of success’, and was prepared to contemplate an ICA
for copper as well as natural rubber.%

Worse was to come in the 1980s, when most of the existing
commodity agreements—for sugar, tin, coffee and cocoa— collapsed
or were suspended. The Common Fund thus had only one custom-
er commodity for price stabilisation purposes, rubber, and two for
other purposes of marketing and export diversification, jute and trop-
ical timber. If the paucity of new ICAs resulted from the slow
progress on the Common Fund, the reverse was also true — that
the absence of new | CAs made the Common Fund negotiations non-
urgent. Originally, thiskind of parallel negotiation had never been
intended, since the Common Fund had been designed for getting
around the need to negotiate many individual agreements, but this
was torpedoed by G77 decisions in Manila before UNCTAD IV
ever began. The fallback argument that finance was the only fac-
tor inhibiting the creation of many more | CAs remains unconvinc-
ing, not least because, after the Common Fund was finally ratified
in 1988, no spate of new ICAs emerged. As Gilbert has argued,
‘thetin [agreement’s] collapsein 1985...has undermined the will-
ingness of producers to look for resolutions of difficulties within
ICAsand hasreinforced suspicions of consumer governments that
these agreementswerein no-one'sinterests' (Gilbert, 1996: 1-19).

In the developed world, while Europe was as usual divided, in
the US the Carter Administration, though not unsympathetic, was
reluctant to invest time and political capital in unrealistic schemes

42 Memorandum from Richard N. Cooper to Jimmy Carter, 3 July 1978, p. 4,
DDRS.
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merely to mollify the G77. It regarded many of the G77 proposals
(for example, the regulation of all synthetics competing with natu-
ral commodities) as ‘extreme’, and it bemoaned the G77's adop-
tion of apolitica strategy that ‘ leavesthem practically no negotiating
flexibility’ .* Thiswasfair comment. Nourished with very littlein-
put from their national capitals, except on commodities of direct
interest to them, G77 del egations would come to these negotiations
in reactive mode, assuming that either the developed countries or
the UNCTAD secretariat would have prepared some scheme in
advance. Unity in favour of the NIEO was a fagade behind which
lay many different shadings of commitment to the Common Fund.
Some of the biggest oil producers, such as Saudi Arabia, did not want
to complicate their relations with the industrial world, where most
of their surpluseswere invested and from which they wished to buy
modern armaments (Corea, 1992: 80-81); the Latin Americansdid
not want to lose the control that they had established over the com-
modities of interest to them, such as coffee; and the Asia—Pacific—
Caribbean countriesfeared that thelevel of their special arrangements
with the EEC might be eroded by more global measures. As one
UNCTAD officia put it: *On both sides of the market, many coun-
tries that would be affected by direct price control of one or more
of the core commodities were sceptical about the possible benefits
tothemselves (Brown, 1978: 211).

7. The Conservative Counter-Revolution of the 1980s
In 1977, Willy Brandt, the former Chancellor of West Germany,
agreed to head an Independent Commission on International De-
velopment Issues to chart the way ahead on development issues
and the North—South dialogue. The Commission was also to be
independent of the UN, to which it would present its report and
recommendations. The Brandt Commission finally published itsfirst
report in February 1980 (ICIDI, 1980). It was a brave attempt to
re-energise the North—South dialogue and to create aconsensusin
theinternational community on desirable future policiesto support
global economic development. It placed international devel opment
issues in the broader context of disarmament and the search for
world peace, reviving the origina conception that had inspired the
founding of the United Nations. It argued a mora case for the

43 Memorandum of Richard N. Cooper to Carter, 3 July 1978, p. 2, DDRS.
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weal thy nations shouldering additional responsibilitiesfor alleviat-
ing the poverty of the poor countries. In addition to thismoral case
it argued that, from a national perspective, to do so would be a
matter of self-interest for al, given the dangers of war, poverty,
famine and exhaustion of resources.

The report’s recommendations did not fulfil the hope that they
would contain entirely new policy ideas. Instead, they covered a
range of issuesfamiliar from the NIEO negotiations, indicating sup-
port for the positions of the South. On commoadities, they endorsed
the setting up of the Common Fund and called for the swift conclu-
sion of the series of international commaodity agreements envisaged
at UNCTAD IV. On development finance, the report advocated
increased transfers of resources to the South, arguing, in line with
UNCTAD'’s framework of interdependence, that such transfers
would inturn produce economic growth in the North. Institutional -
ly, thereport reverted to the idea of UN-based devel opment finance
outside the Bretton Woods institutions. Transfers, funded by ‘ auto-
matic’ long-term bilateral aid flows and by taxes imposed on the
international arms trade, would be made through a new ‘World
Development Fund’, which would have afully international mem-
bership. Thiswas not intended to replace the Bretton Woods insti-
tutions, but to be additional to them.

These proposals naturally attracted much interest and enthusi-
asm in the UN. Delegates to the General Assembly paid tribute to
the report in more than three-dozen speeches, though these trib-
utes came mainly from representatives of the developing countries.
Western critics said that, having started from an alarmist view of
the dangers of inaction, the Brandt report went on to anaively op-
timistic view of the benefits of ‘ global Keynesian® policies (Hend-
erson, 1981). Those who were haunted by the ghost of ‘extreme
Keynesianism’ included the new conservative governments of the
US (the Reagan Administration), the UK ( Mrs Thatcher’s gov-
ernment), West Germany (Chancellor Helmut Kohl of the Christian
Democratic Party) and Japan (Yasuhiro Namasone of a conserva
tivefaction of the Liberal Democratic Party). They thought that the
forces of inflation were already dangerously powerful, and feared
that pumping moreliquidity into theinternationa economy could only
aggravateinflation.

Brandt recognised that publication of the report came at atime
when the US and other industrial countries were deeply anxious
about possible economic recession, after the second ail price shock
of 1979. He did not want the report to be discussed in afull-scale
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international conference (Brandt, 1992: 345). Nevertheless, Presi-
dent Lopez Portillo of Mexico offered to host informal, unstructured
seminar-type discussionsto overcome the stalemate in North—South
dialogue, in October 1981 at the resort of Canciin. The Austria co-
sponsors were also explicitly seeking to create ‘ a confrontation of
ideas' .* The British Prime Minister, Margaret Thatcher, persuad-
ed the new American President, Ronald Reagan, that they should
both attend it. He was willing to do so, since the organisers had
agreed that no substantive decisions would be taken, and Cubawas
excluded.® As shelater explained (Thatcher, 1993: 168—169):

| felt that, whatever our misgivings about the occasion, we should be
present, both to argue for our positions and to forestall criticism that
we were uninterested in the devel oping world. The whole concept of
‘North-South’ dialogue, which the Brandt Commission had made the
fashionabletalk of theinternational community, wasin my view wrong-
headed.

Thus at Cancuin Reagan and Thatcher went through the motions of
expressing concern about poverty and hunger, but the resultswere
slight.® Both were determined to resist what they interpreted as
‘pressure...to place the IMF and the World Bank directly under
United Nations control’ (ibid.: 169). Thatcher argued her position
with agroup of heads of government who could not understand her
obsession with the ‘integrity’ (by which she meant independence
from UN control) of the IMF and the Bank — even while agreeing
that IMF loan conditionality was in some cases too rigorous. She
enlightened them in her usual brutal style. As sherecalled: ‘In the
end | put the point more bluntly: | said that there was no way that |
was going to put British depositsinto abank which wastotally run
by those on overdrafts’ (ibid.: 170).

The new conservative leaders in the West counted the Cancuiin
summit agreat success, but not for reasonsthat they could declare
in public. First, the independence of the IMF and the Bank from
therest of the UN had been maintained. Second, areason that Mrs
Thatcher thought ‘ equally valuable’ wasthat Canciin was ‘ the last
of such gatherings' (ibid.: 170). Despite afollow-up report by the

44 US State Department, ‘The Mexico Summit: Sign of a New Era in North-South
Negotiations?', Bureau of Intelligence and Research Report 166-AR, 22 June
1981, pp. 1-2, DDRS.

45 Ibid., p. 3.

46 Nevertheless, it was agreed to set up a new energy affiliate of the World Bank.
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Brandt Commission in 1983* and an attempt in 1988 to launch
Cancuin 2, the North—South dial ogue ended in October 1981 (Brandt,
1992: 353). Someinthe UN thought that the US decision to termi-
nate the dial ogue dated from 1980 (Berthoud, 2001: 82). Certainly,
its demise was foreseen without any regret in the US State De-
partment in June 1981.%

Lessthan ayear after the Canclin summit, Mexico was back in
the headlines. Thistimeit was because the country had to suspend
payments on its international debt. The Mexican moratorium of
August 1982 set off a severe debt crisis in developing countries,
particularly in Latin America. Theresponsibility for thiscrisisdid
not lie exclusively with the governments of the affected countries,
athough they were ultimately responsiblefor contracting their debts.
Theinternational financia institutions (International Monetary Fund
and World Bank) completely failed to sound the alarm or give any
advance warning advice. Moreover, in the 1970s, United States
covert agencies were happy to see American economic consulting
firms supplying wildly inflated economic growth forecaststo justify
huge construction projects and associated |oan financing (Perkins,
2004: 18-19).

Therefollowed from the debt crisis a veritable counter-revolu-
tion in North—South relations. The growth rate of productionin the
industrial countriesin the 1980simproved slightly over that of the
1970s, but the growth ratein devel oping countriesfell amost to zero.
Over the 1980s, the economies of middle-income devel oping coun-
tries, and of sub-Saharan Africa, actually contracted (Mosley, Har-
rigan and Toye, 1995: 6, Table 1.2). Astheir economies stagnated,
their policy autonomy was seriously challenged. Thiswas because,
if they wanted to continueto receive aid, they were obliged to agree
to follow the policy advice that theintellectual doctrines of neo-lib-
eralism supplied. The agencies to which the US entrusted the task
of managing this process were the IMF and the World Bank — not-
withstanding their previousfailureto warn against excessiveindebt-
edness. As far as international economic affairs were concerned,
the US had finally succeeded in sidelining the troublesome United
Nations Organisation.

47 lts title was Common Crisis: North—South Cooperation for World Recovery.
‘Brandt || made even less real impact than Brandt I, and the commission
disbanded’ (Campbell, 1993: 721).

48 US State Department, ‘The Mexico Summit’, pp. 7-8.
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8. Conclusion

As Rothstein (1979: 217) noted, ‘the UN system has never been
taken very seriously by Western political leaders, and lip serviceto
periodic callsfor reform joined to institutional improvisation have
been the normal patterns of response’. After 1964, successive US
administrations never willingly embraced the aspirations of Third
World countries on trade, finance and devel opment, as expressed
within the UN. They were concerned with other issues more cen-
tral to the objective of bolstering the Western alliance against the
Soviet ‘threat’. As far as possible they ignored the demands of
devel oping countries; when these were not possibleto ignore, they
tried to parry them; when it was not possible to parry them, they
gaveway nominally, but with theintent of minimising the effect of
every concession. These tactics derived from a trade strategy that
still favoured an opportunistic mix of non-discriminatory tradewith
the selective use of GATT ‘safeguards’ for uncompetitive domes-
tic producers. The birth of UNCTAD and the creation of the GSP
were setbacks to this traditional US trade policy. They were sus-
tained because of USfears of Soviet expansion in the Third World
and the uncooperativeness of America's European allies, especially
de Gaulle's France. When the oil crisis put the US under greater
immediate pressure, the Nixon and Ford Administrationsresponded
morerobustly. Yet it was not Kissinger’sbluster and bait that saved
the US. Rather it was disunity within Third World ranks, and the
negotiating rigidity that thisweaknessinduced, swiftly followed by
economic circumstances that made debtors of many of the previ-
ously most militant devel oping countries.

References

Berthoud, Paul, 2001, The Oral History Interview of Paul Berthoud, 9-10 Janu-
ary 2001.

Brandt, Willy, 1992, My Lifein Politics, New York: Viking Penguin.

Brown, Christopher P, 1978, The Social and Political Economy of Commodity
Control, London: Macmillan.

Campbell, John, 1993, Edward Heath: a Biography, London: Pimlico.

Club of Rome, 1972, Limitsto Growth. Report to the Club of Rome, London: Pan
Books.

Corea, Gamani, 1992, Taming Commodity Markets: the Integrated Programme
and the Common Fund in UNCTAD, New Delhi: Vistar Publications.

Corea, Gamani, 2000, The Oral History Interview of Gamani Corea, 1 February
2000.

Cox, Robert W., ed., 1969, International Organisation: World Politics, London:
Macmillan.

NUPIJUNE 05



180 | John Toye and Richard Toye

deVries, Margaret Garritsen, 1976, The International Monetary Fund 1966-71.
The System Under Sress, Washington DC, IMF, Vol. 1.

Gilbert, Christopher, 1996, ‘ I nternational Commodity Agreements: an Obituary
Notice', World Development, Vol. 24, No. 1.

Hagras, Kamal M., 1965, United Nations Conference on Trade and Devel opment.
A Case Sudy in U. N. Diplomacy, New York: Frederick A. Praeger.

Heath, Edward, 1998, The Course of My Life. My Autobiography, London: Hodder
and Stoughton.

Henderson, P. D., 1981, ‘ Survival, Development and the Report of the Brandt
Commission’, |. D. S. Bulletin, Vol. 12, No. 2, April.

ICIDI, 1980, North—South: A Program for Survival, Independent Commission
on International Devel opment | ssues (The Brandt Commission), Cambridge,
Massachusetts: The MIT Press.

Johnson, Harry G,, 1967, Economic Policies Towards Less Devel oped Countries,
London, GeorgeAllen and Unwin Ltd.

Kissinger, Henry, 1999, Years of Renewal, London, Weidenfeld and Nicol son.

Langhammer, Rolf J. and Andre Sapir, 1987, Economic Impact of Generalized
Tariff Preferences, Aldershot: Gower.

Marshall, Barbara, 1997, Wi ly Brandt: A Political Biography, Basingstoke: Mac-
millan.

Mosley, Paul, Jane Harrigan and John Toye, 1995, Aid and Power: the World
Bank and Policy-based Lending, Vol. 1, London: Routledge, second edition.

Perkins, John, 2004, Confessions of an Economic Hit Man, San Francisco: Ber-
rett-Koehler Publishers Inc.

Prebisch, Rall, 1967, ‘ Interview’, The Banker, Vol. 117.

Proceedings of the United Nations Conference on Trade and Development, Ge-
neva 23 March — 16 June 1964, Volume I: Final Act and Report, United Nati-
ons, 1964.

Rangargjan, L. N., 1978, Commodity Conflict: the Political Economy of Interna-
tional Commodity Negotiations, London: Croom Helm.

Robertson, Charles L., 1969, ‘ The Creation of UNCTAD’, in Cox, ed., 1969.

Rothstein, Robert L., 1979, Global Bargaining: UNCTAD and the Quest for a
New I nternational Economic Order, Princeton NJ: Princeton University Press.

Rubinstein, Alvin Z., 1964, The Sovietsin International Organizations: Chang-
ing Policy toward Devel oping Countries, 1953 1963, Princeton NJ, Prince-
ton University Press.

Thatcher, Margaret, 1993, The Downing Street Years, London: Harper Collins.

Toye, Richard, 2003, ‘ The Attlee Government, the Imperial Preference System
and the Creation of the GATT’, English Historical Review, Vol. 118.

United Nations, 1985, The History of UNCTAD 1964-1984 (UNCTAD/OSG/
286), New York: United Nations.

Williamson, John, 1977, The Failure of World Monetary Reform, 197174, Sun-
bury-on-Thames: Thomas Nelson and Sons Ltd.

Zeiler, Thomas W., 1992, American Trade and Power in the 1960s, New York:
Columbia University Press.

NUPI JUNE 05



