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The Rese:trch and Information System (R[S) for the Non
aligned and other Developing Countries is an autonomous body 
set up in New Delhi ( lndiu), with the financial support of the 
Government of India. 

RIS is a forum for providing analytical suppor t to the 
developing co untries on the various international economic 
issues of concern to the process of their development. 

Its aims and objectives, include among others, p romotion of 
the concept of self-reliance among the non-aligned and other 
developing countries and forging and maintaining a system of 
effective links amongst the various research institutions of these 
countries with a view to utilise their research capabilities for the 
maximum common benefits. It also seeks to serve and effectively 
function on a continuous basis as a data bank/ information 
storage, retrieval centre on global a nd regional problems 
bearing on the interests of non-aligned and other developing 
countries. 
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Preface 

Research and Information System for the Non-Aligned and 
Other Developing Countries (RIS) is an autonomous body, 
established with the financial support of the Government of 
India. Its aims and objects, a mong other things, include promo
tion of economic cooperation and " collective self-reliance" 
among non-aligned and other developing countries; storage and 
dissemination of information and data relating to diverse aspects 
such as trade, industrialisa tion, finance, energy, raw materials, 
technology transfer, etc. in such form and manner as to streng
then the unified position and approach of the non-aligned and 
other developing countries. The RIS would also foster and 
maintain a system of effeetive links among the various research 
o rganisations, information centres, experts and policy makers of 
the developing countries. 

The RIS has initiated different types of publication series
Occasional Papers, Discussion Papers, Reprints, Digest on 
Current Issues and Events, etc.-with a view to generating debate 
on and awareness of current international economic issues 
among different sections of the Third World community. 

This volume presents the proceedings of the seminar on New 
Perspectives in North-South and South-South Economic 
Relations organised by the RISon 26 September 1984 in which 
Dr. Raul Prebisch delivered the keynote address. Dr. L.K. Jha, 
the then Chairman, Indian Economic Administra tive Reforms 
Commission, presided over the seminar. The list of the parti
cipants in the seminar is given in the following page. We are 
pleased to release the proceedings of the seminar along with the 



text of the keynote address of Dr. Raul Prebisch with the hope 
tha t this would generate wider debate on the various interesting 
jssues ra ised in the keynote address ·and the discussions that 
fo llowed. 

The views expressed in this Occasional Paper are those of 
the participants and not necessarily those of the RIS. 
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V R P ANCHMUKHl 

Director 
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Welcome Sp·eech of 
Dr V R Panchamukhi 

Your Excellency, Dr. R aul Prebisch, Shri L K Jha, and your 
Excellencies and friends. 

On behalf of Shri G. Parthasarathi, Chairman, Prof. S. 
Cbakravarty, Vice-Chairman and other members of the Govern
ing Body of the Research and Information System for the Non
aligned and other Developing Countries (RIS), and also on 
behalf of myself and my colleagues at our Institute, I have great 
pleasure in extending a hearty welcome to H.E. Dr. Raul 
Prebisch to this seminar on "New Perspectives in North-South 
and South-South Economic Relations." We are indeed grateful 
to Your Excellency fo r having agreed to deliver the keynote 
address on thi s seminal topic of current interest. 

I have great pleas•Jre in welcoming the distinguished mem
bers of the Indo-Argentina Trade Delegation of which H.E. Dr 
Raul Prebisch is the leader. 

I would also like to take this opportunity to welcome Shri 
L K Jha, former member of the Brandt Commission and 
Chairman, Economic Administration Reforms Commission, 
who has kindly agreed to preside over the seminar. I extend 
a warm welcome to all the distinguished participants from Delhi 
and outside, who have responded to our invitation. 

For many of us in the Third World Dr Raul Prebisch is a 
great intellectual revolutionary of the Third World in the cause 
of the Third World . His revolutionary ideas and their effective 
revelations- to name only a few: thesis of terms of trade de-
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terioration for the developing countries, centre-periphery theories, 
crisis of capitalism and the periphery, limitations of the market 
forces, etc.-have all inducted a new sense of mission and com
mitment in the developing world. It may not be any exaggera
tion if we state that the urge for NlEO and the aspirations of 
the Third World owe their origin to the significant innovative 
ideas, H .E. Dr Raul Prebisch introduced in the early 
sixties, as the First Secretary-General of UNCTAD. We feel 
extremely proud and privileged to have got the opportunity of 
organising this seminar with an inspiring pers<;>nality like H .E. 
Dr Raul Prebisch as the key figure to deliver the keynote 
address. We are, indeed , grateful to H.E. Dr. Raul Prebisch, 
for having accepted our invitation. 

A word or two about this new set up, RIS, I presume, Sir, 
may not be out of place. RIS has been set up as a follow-up of 
.the New Delhi Summit of the NAM, held in 1983. India is one 
of the six coordinating countries designated by NAM for setting 
up a Research and Information System for the Non-aligned and 
Other Developing Countries -the other five coordinator 
countrjes being Mozambique, Peru, Sri Lanka, Tunisia and 
Yugoslavia. 

The aims and objects of RIS, set up in India, as a national 
focal point, among the other things, include conducting research 
on current international economic issues, promotion of econo
mic cooperation and collective self-reliance among the develop
ing countries, storing and disseminating information on current 
events and data on trade, technology, resource endowments, 
growth strategies, etc. in such form and manner as would faci
litate better understanding and cooperation among the develop
ing countries. 

RIS bas been set up as an autonomous body, with the initia
tives and financial support of the Ministry of External Affairs, 
Government of India and it is now about eight months old in 
its effective functionin g. We have plans to work in close coordi
nation with the Group of 77, UN bodies such as UNCTAD, 
UNIDO, ECLA, ESCAP, etc. with a view to generating opera
tional programme and strategies in the context of fostering a 

. New Jnt~rnational Economic Order. We have taken initiatives to 
d~velop a system of network with a large number of research 
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institutions and experts all over the world. We are, in particular, 
greatly interested to have close rapport with the experts and 
institutions in the Latin American world, as we feel that there 
is lot of scope for exchanging our experiences and thoughts o n 
theory and practice and also that there is commonness of 
purpose. The tasks set before RIS are quite challenging, but we 
do hope that with the inspiration and encouragement of leadir.g 
persona lities like Your Excellency, we will be able to break new 
paths and introduce innovative ideas to fulfi ll our aims and 
objects. 

Without taking much of yo ur time, I once again extend our 
hearty welcome to Your Excellency and all the distinguished 
participants to the seminar. May T now request Shri L K Jha 
to kindly preside over the seminar and conduct the same. Thank 
you Sir. 
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Introductory Remarks by 
DrL K Jha 

Let me begin by my word of welcome to our distinguished 
guest Dr Raul Prebisch whom I would like to refer to as old 
friend , though he never gets old , and so it would be very difficult 
to use that phrase in respect of him . 

I do not think that I need to say much in introducing Dr 
R aul Prebisch because you all know his backgrou nd of tremen
dous achievements. I think the UNCT AD, of which he was the 
first Secretary·General grew to be what it is, mainly, if not 
exclusively, due to his able guidance and stewardsh ip. In the 
Economic Commission for Latin America he was again a father
figure. In promoting free trade agreements in South America 
and the Caribbeans and in Latin America , again, he has played 
a leading role. Time and again, in international gatherings his 
guidance has been sought because everyone knows that when 
he speaks, what he says, comes from a fund of wisdom in which 
economic analysis and an appreciation of the grim realities of 
the world of today go hand in hand to produce constructive 
ideas for cooperation and development. The last time when l 
had the pleasure of working with him was when the FAO called 
a conference on World Food Day a couples of years ago. 
Immediately he was chosen to be the Chairman as soon he 
arrived and then he made me chairman of the drafting com
mittee in order that he could join that committee as a member 
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and prepare the final draft, which he did a nd it was carried out 
without difficulty. 

Dr Raul Prebisch 
Thanks to you. 

L.K. Jha 
In purely theoretical terms , in the field of international 
trade, he has given expression, an analysis, to the problems of 
trade as they afflict developing countries and that now famous 
"Prebisch Hypothesis" which was the starting point of so many 
new initiatives. 

Lately, he has been speaking of the second crisis of capi
talism. He did so on the occasion of the Jawaharlal Nehru 
Award for Peace and International Friendship which he got 
here; again when he got the Third World Prize, as well as in 
other forums, including when he was called upon to del iver the 
Raul Prebisch Lecture organised by the UNCTAD, he expanded 
on this theme. lt is great honour to a man that a lecture was 
organised in his honour by an institution of which he had been 
the founding father. 

I do not want to speak about this second crisis because he 
may be developing the theme much better himself. But he 
relates it to the first crisis which resulted in the Great Depression 
of the thirties when Keynes came up with some ideas to deal 
with , that situation but did so within the parameters of a 
national society, the British colonies being for him, in a sense, 
the world. Since then, events have been a new phase. 

High productivity in the developed countries witn their tech
nology has not just led to prosperity, it has also Jed to unemploy
ment. Inflation has been widespread. And it has also led to a new 
kind of world monetary crisis which we are witnessing today, 
characterised by the indebtedness of developing countries a fact 
which is much commented upon. But the fact is that the United 
States of America itself has been a very heavy borrower, financ
ing its deficit by drawing upon the capital resources of the rest 
of the world. This kind of a situation is, indeed, one of grave 
danger and the noises that we get from Washington -and I am 
referring to the meetings going on currently of the World Bank 
and the International Monetary Fund-do not give much 
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encouragement or hope, In such a situation, we are fortunate 
to have Dr Prebisch speak to us and to inaugurate this seminar. 

I regret to say th at owing to his pressing engagements he 
will have to leave us around 11:30 a.m. or so. We shall not 
have the benefit of having him participate in the discussion later 
on. I would therefore suggest that the participants who want to 
put qestions to him may put them down in writing and pass 
them on to me in advance so that after he has spoken he may 
attempt to address to as many of them as possible. · 

Having said all this, I do · not want to delay his speech or 
encroach upon tbe -rlmited time for which we have him with us. 
Dr.Prebisch. 

' -· 

.l 
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Keynote Address by 
Dr Raul Prebisch · 

Thank you Ambassador Jha,. my young admirer friend, for what 
you said. 

I may first of all express my appreciation for this very kind 
'invitation of this Institute whose existence is very important 
from the point of view of the Third World, and its relations 
with the important 'centres' of the world . I also thank Dr 
Panchamukhi for his kind and very generous .words. 

Let me now take up the subject. May I make a short 
reference to the characteristics of the historical process of deve
lopment of the 'centres' of the world-the historical process in 
which the capitalist system suffered its first crisis in the world 
depression of 1930's. The basic characteristic of this develop
ment process was that there ·was a great concentration- for 
good or evil-of the fruits of technological development in the 
industrial countries, while the technological innovations flouri
shed continously. The 'periphery' of the world economy, that is 
to say the Third World, was left at the margin of the process of 
industrialisation. The developing countries had, as we all.know, 
a purely secondary role of providing primary products for the 
'centres' and they co uld not experience simultaneously with the 
'centres' the process of industrialisation. This process of indus
trialisation gathered momentum and continued during the First 
War and mainly during the Great Depression. But it could not 
overcome the fragmentation of our countries; that was not an 
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arbitrary result of our behaviour but of the way in which the 
world system was functioning. The fact is that the developing 
countries were allowed to play only a secondary role and they 
could not industrialise themselves. This explains as to why the 
developing countries had to direct their efforts only towards the 
' centres' with very little exchange of economic activities among 
themselves. Another consequence of this was that the 'centres' 
continued to acquire more and more of technological and 
economic superiori ty over the 'periphery'. The Great Depression 
in bringing about industrialisation tended to correct this lack of 
symmetry into the process of world industrialisation, but not 
the fragmentatio n of the 'periphery' ; however, the technological 
superiority of the 'centres' continued to grow. So, we have 
jnherited a system for the 'periphery' which we have now started 
to integrate pa rtially, rather very weakly, into the economy of 
the world. This process of integration is, however, very slow 
and weak due to the fact that we are lagging behind as a result 
of consistently growing technological superiority of the 
'centres'. 

The first world crisis then had begun to break the old pattern 
but in a modest any very incomplete way. Now, we have to 
remove the two things: first, the fragmentation of the 'periphery' 
and second, its technological and economic inferiority. These two 
factors-fragmentation and inferiority-compel us to indus
tralise on the basis of protection. I am not ashamed of protec
tion. I think that protection was and continues to be absolutely 
necessary, provided that it is a rational one. If I emphasise 
today on this it is because I read yesterday a speech delivered 
in Washington in which the leader of a big country condemned 
the strategy of protection and import-substitution in the 'peri
phery'. It is, therefore, necessary to emphasise and justify 
protection and import-substitution as a rational measure of 
development provided, of course, that it is rightly done. Well, 
now we have to take advantage of the second great crisis of the 
capitalist system to solve the two problems I pointed o ut: the 
problem of fragmentation and our inferior technological deve
lopment. As a consequence of our lagging behind in the process 
-of industrialisation, it has been always our inherent tendency 
to experience an external imbalance in the relations with the 
'centres'. This iS: due to the fact-a well known fact- that while 
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the demand in the 'centres' for our primary products a nd now 
fo r our manufactured goods based on simple technology that we 
export, tends to grow at a very sluggish rate, our demand for 
the products of the 'centres' tends to grow at a much faster 
rate. This is due to the elementary fact that as income grows, 
the demand tends to grow continuously in favour of diversified 
goods and services. It is a cha racteristic of the modern techno
logy not to produce the same thing a t lower costs but to produce 
new things, new shape of things, and new forms in the course of 
diversificati on. Thus, we in the 'periphery' will always continue to 
have a tendency to have external imbalance in our c.ccounts unti l 
we have ourselves reached a certain technological stage in produc
t ion so as to be able to keep pace with the same diversification. 
It is not the monetary mismanagement tha t accentuates the 
process, but it is a res ult of re tarded process of development of 
our countries. 

A few days ago, a high officia l o f the World Ba nk visi ted 
Chile and Argentina; and she strongly condemned import
substitution. W e know the World Bank, in their rep orts, is 
projecting gloomy prospects of development of the world in the 
world in the next fe w years, which means lower demand fo r our 
products, a nd a lso the prospects o f increased protection against 
our products. In such a situation, how can they condemn 
import-substitution by us as an evil that should be avo ided? 
This issue also ca me up yesterday at the meeting of the two 
Brettonwoods institutions in Wash ington. I think that this is 
partly due to lack of understandiang of our problems by the 
'centres' result ing from their dogmati c views and also in some 
cases, to a la rge degree, due to the fact that the dominat ing 
countries shape their philosophy according to their own interests, 
overlooking the intere-sts of the developing countries . This is a 
clear proof, among many others, o f the way in which certain 
ideologies are perpetuated. Ideologies are- notwithsta nding 
their logical fo rce- responding, in one way or another , to t he 
dominating interests of the world , a nd everything that is a 
deviation from this, is condemned. 

What should be done in order to gradually remove the 
fragmentation of the ' periphery' of the world? In other word s, 
what can be d one for the increased South-South relations? We 
all know that industrialisation in different countries-even in 

11 



the countries that have a very la rge popula tion-cannot be 
desirable in the framework of watertight comparments. It is 
necessary to combine our efforts with those of other countries in 
order to get maximum benefit from industrialisation. This is a 
problem that we raised in Latin America a qua rter of a century 
ago and advocated a gradual fo rmatio n of a Latin American 
Common Market. The or iginal idea , if I may say so, emerged 
even before the idea of the E uropean Co mmo n Market. Ours 
was not a copy of it. But it was an idea too pretentious, trying 
to establish in the Latin American a rea, South-South relations 
on the basis of a gradual and progressive reduction of duties 
and restrictions. However, this was an utter failure-notwith
standing what Governments say in the ann iversaries to applaud 
each other. (t was an utter failure. Very little was done. There 
a re figures tha t show some incremen ts in trade, may be in some 
case, sizeable increments in trade- but the idea as such is in 
shambles. Why? There are many reasons which can be cited for 
this. The first of these reasons is that the problem is not so 
much of interchange of shoes with textiles or furn iture but to 
solve the problem of imbalance with the 'ce ntres'. In other 
words, if the centres do not allow access to our exports either 
due to their low rate or growth or for protectionist reasons; if 
they do not allow o ur exports in a dimension necessa ry for the 
'periphery' to afford essential imports for our economic develop
ment, there is no other way out than to try to cut that part of 
the import that we ca nnot pay a nd substitute by interna l pro
duction and South-South trade. In regard to the latter, we 
made a mistake in believing that expansion of South-South 
trade would be achieved only or essentia lly through the general 
lowering of the tariffs among participating countries a nd main
ta ining protection vis-a-vis the rest of the world. The general 
lowering of du ty had to be applied to every product and this 
created some d ifficulties in those industries that were subject to 
the competion of other countries. We created new problems 
without solving the fundamental problem o f the import from 
the 'centres'. We should have concentra ted in some dynamic 
li nes of demand which we could satisfy through internal pro
duction with the objective of diminishing the imports from the 
'centre' and in order to have room for imports of other more 
essential products or capital goods essential for our develop-
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ment. We did not follow, with necessary intensity, this selective 
process. We were in favour of a general process and this was a 
great mistake. Given the fact that the idea of South-South 
cooperation is reviving, I insist that we should avoid this 
mistake in the future. 

The other mistake of the past was the following: to base the 
development of this idea of South-South cooperation on tariff 
preferences. More I think on this matter, the more I am 
persuaded to believe that preference given by a country, say a 
relat ively less industrialised country to the import of capital 
goods from the relatively more advanced countries of the 
'periphery' impl ied that the former will have to bear with extm
cost of the import of cap'ta l goods-the capital goods that were 
having higher prices compared to the centre. In this scheme, 
the sacrifice would fall mainly on the less developing countries 
of the preference region to the benefit of the more developed 
countries. l am wondering if instead of that we were to develop 
a new scheme in the next few years, we sho uld now use the 
system of subsidies. The more advanced co untries in the pre
ference area that export capital goods to the less advanced 
countries of the area should subsidize their exports to make 
their prices competitive with the prices of the 'centres' even the 
most advanced 'centres' of the world. The incidence of the 
policy should fall on the shoulders that nre better su ited to 
afford it. A nyhow, system of preferences means a subsidy. ln 
brief, the idea is that the subsidy should be paid by the countries 
exporting capital goods and not by the countries importing 
them. I would suggest that there is a need for studying this 
modified system of trade stimuli in order to avoid the inferiority 
of the weaker part of the system and promote a lso, a long with 
other measures, the industries p roducing goods or input of 
higher and higher technology hitherto imported from the 
'centres'. 

It is regretable that the 'centres' are not against protection 
or aga inst import-substitution as a general ideology but are 
against it whenever it is a question of promotion of concerted 
production and trade in speci6c lines in the 'periphery' which 
might compete with the production of the 'centres'. This a very 
narrow idea that I have come across many times in my life. 
When we were trying to plan a Common Market in Latin 
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America, a quarter of a century ago, I visited the IMF to talk to 
some friends and to explain our attempt to avoid a sudden and 
adverse reaction to the Plan from the 'centres'. However, there
action of my friends from the 'centres' was quite adverse and dis
couraging. What I told was that Latin America do not produce 
cars (of course, now the production is rather excessive) as this 
is meant for the high income groups and the penetration of the 
cars into the middle strata of the popu lation would be at the 
expense of capital accumulation. I further explained the idea. I 
told that we can no\v absorb the technology of making cars and 
trucks and let us produce them. They reacted: "No. Don' t do 
that. This would harm our production and our exports of cars 
and trucks to Latin America." I replied: "Look, it is true that 
this would harm you r exports but the fact tl1at we produce cars 
and export them, would generate for us sufficien t foreign 
exchange which would enable us to buy other goods of growing 
importance a nd growing technology from you which we cannot 
afford to produce yet. We can afford to produce cars; but we 
cannot afford to produce many other things, and thus our plan 
will not result in the lower imports but would only imply a 
change in the composition of our imports." It is a very simple 
idea in my view, but I was astonished to see how diffident they 
were. Somehow, we managed to produce cars and now we 
export cars. But their apprehension was that if we produce 
cars, we may not import other things from them. 

In the process of promoting division of labour among deve
loping countries, the financial resources would have an impor
ta nt role. For this what is necessary is to exercise persuasion to 
convince the developed countries that in the ultimate analysis 
transfer of resources in the 'periphery' is beneficial to everybody 
because we will use those resources for taking technology from 
the 'centres' and will pay for that technology in so much as we 
cannot have it on our own. Further, there may also be the possi
bility of joint ventures with the private initiatives of the "North" 
and increased rate of growth will provide to the 'centres' the 
possibility of larger exports of goods, particularly capital goods 
and products of high technology that we cannot produce. More 
I think in this matter, more I am persuaded to believe that the 
world is lagging behind the complexity of the phenomena and 
the new developments of facts and this prevents the 'centres' 
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from enlarging their intellectual perception of the new needs of 
the world economy so that we could arri ve a t proper coordina
tion of interests of the 'centres' and the 'periphery.' 

I have been speaking to you probably in a very general and 
somewhat schematic terms about Latin America. Now let me 
talk about Argentina's relations with other parts of the world. 
If we are here in India, it is due to our clear perception of the 
possibilities of increasing trade on the basis 0f concerted actions, 
in regard to certain specific goods and perhaps services too. Our 
Indian friends, for instance, have told us that India can buy from 
Argentina considerable a nd growing amounts of vegetable oil. 
It is all for the good. But what happens? Argentina has been 
exporting grai ns to you (Ind ia) and has not been importing what 
she could have imported from you. It is a typical attitude that 
promoting exports is enough, wi thout considering the possibility 
ofpromoting corresponding imports. We should like to avoid 
this mistake. Jf we are here, it is not only to look for larger 
exports fro m Argentina to India but also for larger imports from 
India by Argentina. This is because we do not believe in un
balanced trade. l n the last few days we have come across very 
promising opportunities for increased trade. This is a country 
producing, according to our information, high class railway 
materials, very advanced locomotives. Argentina has to renew 
its system of rai lways. This provides us a good opportunity to 
compensate for what Argentina is selling or co uld sell to India, 
may be even industrial goods if grain production in India 
increases to such a extent that there is no need for sizeable 
imports of grain. In these few days we have been exploring such 
possibilities with our Indian colleagues and we are satisfied that 
by intensifying our exa mina tion of facts a nd by sending people 
from one country to another to exami ne such possibilities, i t 
would be possible to have very positive results. But this will not 
be achieved by trying to import from India the goods that are 
produced at reasonable prices in Argentina or by asking India 
to import goods that India is producing at reasonable prices. 
Our efforts should be concentrated on substituting lines of 
imports from the 'centres' into our two countries. There is no 
need to hurt any existing industry that is producing for domestic 
consumption, but to establish new lines of production which 
substitute imports from 'centres' by goods produced either in 
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India or Argentina. In o thercases,-perhaps, if ! a m not dream
ing- it may be possible to establish some forms of act ion no t 
necessary only on bilateral lines but o n trila teral or multila teral 
li nes. I think tha t we have to use bold imaginat ion in this 
matter. If we consider tha t this could be achieved o nly through 
preferences, we a re bound to create many problems. We will 
run the risk of splitting the developing world aga in into a mosaic 
of trade operations. Thi s is why I insist on the need-I a m not 
proposing a concrete formul a-to explore the possibility of 
usi ng subsidies as against preferences . Thi s is going to solve 
many problems and would enable a n open arragement. If coun
try A gives a subsidy to exports of certa in capi ta l goods, to be 
exported from country A to B, and if country C wishes to enter 
into this arrangement, it is welcome. lf subsid ies a re given by A 
country, naturaliy certa in conditions will be imposed towards 
equality of treatment and the third co untry C should be offered 
benefits sim ilar to what country A and country B are giving to 
themselves. There a re many many pro blems of this type. I mean 
to say that we have to avoid the ri sk of the division as a mosaic 
of the relations between our countries and I insist on this in the 
light of bad experience of Latin America , so that we do not 
reproduce in this part of the Third Wo rld, the sa me pattern of 
trade that was historically deve loped between the 'centres' and 
the 'periphery', that did not consider certain countries' techno
logical and economic inferiority. We should not perpetuate that 
type of pattern. We should, from the beginning, consider the 
weaker parts/parties of the a rea, not only fo r reasons of a n ele
mentary equity but for reasons of mutual interest. Because we 
have seen that if we do not take into consideration the interest 
of the weaker parts of the system, no permanen t and beneficial 
system could develop. In such a situa tion, the solution for the 
weaker countries would be, of course, to adopt more and more 
protection and more and more inward-oriented policy as against 
other countries of the Third World. If developed countries of 
the Third World were not to take into consideration the interests 
of the weaker elements, the chain of South-South cooperation 
would be broken , in the weaker part of the link. 

Well , my Ambassador is ca ll ing my a ttention to the time 
factor. I may say to you, with a ll excuses, th at it was m y inten
tion to stay here until 12 o r 12:30 to have the opportunity for 
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a very productive discussion with you. But, unfortunately, we 
have to make a n official visit that was not on our schedule 
earlier. So , I am compelled to put an end to my exposition. It 
was not, unfortunately, a dialogue, though this is what I would 
have desired to get b ~tter understa nding a nd critique of my ideas. 
I would like to say how grateful I feel for the invitation o f this 
Institute which offered me the possibility of talking to you and 
the opportunity of seeing old friends. 
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Outline of the Major Problems 
and Issues Raised in the Keynote 

Address of Dr Raul Prebisch 

1. Dr Raul Prebisch has made the point that the process of 
rapid industrialisation and technological advancement in the 
countries of the North has provided to the countries of the 
South a secondary role and thereby encouraged fragmentation 
and economic inferiority of the South. In other words, the fruits 
.of industrialisation and technological advancement in the North 
have not adequately percolated down to the South. Dr . Raul 
Prebisch has called for suitable measures to remove .. the 
fragmentation and economic inferiority of the South. 

2. Import substitution for replacing products imported from 
'the North, by domestic production within the South, according 
to Dr Raul Prebisch, should be pursued vigorously in the com
-ing years so that economic and technological inferiority of the 
periphery could be gradually eliminated. For this, South-South 
.cooperation should play an effective role. · · · '' •· 

3. Tariff preferences for encouraging . South-South · tr.ade 
imply that the economically weaker countries have to bear the 
·extra burden of trade creation and trade diversion. Dr: .. Raul 
Prebisch has advocated that instead of tariff preferences by, the 
impQrting countries, it is advisable that . the · e~porting. coun.t
:ries; which have relatively . greater economic stnengtb·,.· should 
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provide subsidy for their exports to the countries which are 
relatively weaker. The approach of subsidies, instead of pre
feretial tariffs according to Dr Raul Prebish , would induce 
greater equity and faster growth in the South as a whole. 

4. In the context of South-South trade and cooperation, it is 
important to prepare operational schemes of exchange either on 
bilateral, trila teral or multilateral basis in such a manner that 
more intra-South trade is generated. Adequate attention should 
be given to the possibilities of bilateral bal ance of trade. 

FIRST SESSION OF DISCUSSIONS 

Statement by Dr L K Jha 
I must say that one of things which, in my experience, Dr 
Prebisch has a lways done is to speak extempore, to speak logi
cally and to finish at exactly within the time which he had set 
for himself in the beginnin g. Before he began to speak, the 
Ambassador had told me that he would speak for thirty minutes. 
I have timed him and it has beeo precisely thirty minutes 
that he has been on his feet, and yet he has injected a very im
portant issue to ponder over , namely, whether jnstead of the 
preferential system in which the burden of the higher price falls 
on the importing country and places the country in a great 
dilemma would it not be better for the exporting country to 
carry that burden to make up the cost difference by subsidisa
tion? I think it is a very useful, interesting and novel thought. 
So let us koow have comments and suggestions. We could also 
have some questions to be posed to Dr Raul Prebisch which I 
am sure, he would oblige us by replying during the limited time 
he is with us. 

Comments by Dr A M Khusro 
This is hardly a question or a set of questions, Mr Chairman, 
but two remarks ra ising from what Dr Prebisch has said. 

About the crisis of capitalism I thought [ might share a 
thought with the audience here. It is possible that Dr Prebisch 
might have had this in mind when he talked about that aspect. 
When everyone is concentratin g on short-term phenomena, one 
major thing that has been happening to the highly developed 
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countr ies, a nd one that escapes attention is tha·L 111any an industry 
in these countries has reached a kind of saturation-point. The 
list of such industries is rather large. Could this be the reason 
why recessions get prolonged, and the latest among them-
1980-83-becomes a kind of great recession , as you might call 
it , though not a great depression yet? The West does not seem 
to realise how ge neral the malaise is. For instance, the housing 
industry in Europe and perhaps on a lesser extent in the United 
States, is in a state of near saturation. The net investment in 
this line is running at zero level , and gross investment is equal 
to depreciation . Moreover, nobody is going to eat any more 
food in the U nited States or Europe and that industry too is in 
doldrums. No one is going to wl!ar ·a ny more clothes in the 
United States and Europe, barring fashion changes a nd replace
ment demand. There is not going to be a single additional 
rai lway mileage installed a ny more. The a irlines are more or 
less in surplus capacity and while technologically more efficient 
planes will substitute older planes, seat mileage is not likely to 
increase. The automobile industry too is in a state of near satu
ration and the ratio of cars to families has risen so high that 
there is not likely to be any major outburst of demand for 
automobiles. Consequently, in highways construction not much 
addition is going to take place. By the time you put these life
giving, life-sustaining industries together these would make a 
great bulk of economic activity. In these great lines, entrepre
neurs in Europe and the United States do nnt have new projects 
to launch. There are no major projects on the shelf. Therefore, 
there is a tremendous inability to generate demands through the 
running of new projects. The new fangled things like electronics 
and microprocessors that are coming up now are no substitute 
for these major industries. Thus the Western entreprenuers in 
these lines do not know what to do and what to sell. They are 
looking for opportunities to sell elsewhere. But selling elsewhere 
in the world is also very difficult because Africa is in great 
indebtedness, Lat in America has its debt problems too a nd 
many an Eastern European country is indebted to Western 
banks. This constrains the saleability of the products of the first 
world . Trul y, this is a crisis situation. 

Trade is one way through which they can get over this and 
it is astonishing that people in the countries of the North do 
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not realise how serious this matter is. ·Of course, there are 
certam areas like the Indian subcontinent and China and parts 
of Latin America which are high demand countries, where the 
growth of the na tional products is still high. But it occurs to 
me-and I would like to share the thought with you-is it not 
very important for the North to realise that it is the continuous 
growth of the national product of the South countries, parti
cularly those that are already doing well, that is the most im
portant thing for them from the point of view of sales of their 
products or their technologies? Therefore, should they not 
become partners in the development of the South rather than 
look with suspicion upon a ll the development and things from 
their side which in fact terminate growth, depress development 
and prevent the national products from rising? I do not · know 
what kind of philosophy and what kind of prejudice it ·is. that 
does .not enable them to see their own self-interest. Truly it .is 
a . crisis of capitalism and I would like to add this slant in the 
hope that this argument is c0rrect. 

Secondly, on the common market idea I would like .to say 
that not only in Latin America, but in Asia too we had the 
Asian Common Market discussion a quarter of a century ago. 
The same phenomenon was .disussed in some detail and it turned 
out that all the countries of the South, let us say, Asian countr
ies, have a similar pattern of production, all are importers of 
industrial goods and all a re primary producers, etc. They ha\e 
not much to give and take, they have· no complementarity; they 
are all competitors of each other and therefore there is nothing 
they can do for each other. I~ was agreed that the basic· thing 
in q..common market, viz. the possibility of trade itself does not 
exist. ·, 

N ow, twenty-five years have gone by. Things have altered . 
economic growth has taken place in many a countries and the 
structure of production has altered. Surely, there are many 
countries within the South bloc that have, as Dr Prebisch has 
mentioned, sophisticated goods, capital goods and even techno
logies to sell. And I am surpri sed that we never get together on 
these questions, .even to li st the possibilities. Actually we ought 
to go much farther. We ought to study the basic endowments 
within our economies, and then decide, on the basis ·of these 
endowments what kind of give a nd take can follow on a medium 
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or a long-term basis. While such a study will take its own time; 
why should we not get busy immediately with the listing of the 
possibilities of trade and finance among the countries of the 
South and begin to set up the mechanism for launching enlarged 
trade, finance and investment cooperation. Dr Prebisch men-. 
tioned the sophisticated railway equipment that India could 
supply including the railway engines and other sophisticated 
things. Why was this not discussed five or seven years ago? 
Maybe things were not so ripe at that time. As Dr Prebisch 
mentioned, there is now scope for listing of new opportunities 
of trade and investment between the countries of the South 
within the regions of the South and within the South as a whole. 
This exercise must begin right now. 

The great difficulty here is that if a country like India, which · 
may be regarded as one of the suppliers of sophisticated goods, 
wants to supply to Africa some capital goods and technologies, 
the question of financing immediately comes up. Who will 
finance · this trade in capit~d goods and technologies? This will 
involve long-term lending on the part of the supplier on . credit, 
and here I admire the sugesstion that Dr Prebisch made about 
substituting the system of preferences with a system of subsidies. 
I also appreciate Mr Jha's remarks that the subsidy itself should 
come from the suppliers rather than the importers of these 
equipments. I think, Sir, what you have launched before this 
audience today really needs serious consideration and I think 
our minds must soon be made up about a much larger onslaught 
on trade within the South, substitution of certain goods which 
are coming at the moment from the North and which we can 
substitute, while continuing to gress on the North-South -issues. · 
We must also realise that eventually, and for years to come the 
most sophisticated things and technologies would have to come 
from that part of the world, which we call the North. 

LKJha 
There are two questions which have come. One has asked why 
you have said nothing about the terms of trade and secondly, 
to what extent domestic policies could be ~responsible for 
declining terms of trade. 
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Dr Raul Prebisch 
Let me anwer the question, why I have not made a reference to 
the terms of trade. This is because I have been talking about terms 
of trade during the last fifty years-and I have · many things to 
say on that matter. First of all, what l wrote in the beginning 
was considered as if I was saying that there is an inherent ten
dency in the terms of trade to deterioration. My thesis was 
rather simple and aimed at underlining the role of indus
trialisation . Because we were recommended by the 'centres' 
that instead of i1idustrialisation we should emphasise pro
ductivity in our primary goods in order to penetrate the 
markets of the centres of the world. I remember that when at 
the beginning of the fifities, in the Economic Commission for 
Latin America we were preaching industrialisation an eminent 
professor on trade of the United States, a brilliant man, Jacob 
Viner, went to the University of Brazil and criticised strongly 
the idea of industrialisation . He said: "You should not enter 
into industrialisation, that is nonsensical;· you should develop 
your exports of primary commodities and you should introduce 
technical improvements in their production in order to export 
more." I went after a month to the same university and explain
ed the matter. I said that if we indroduce technological im
provements in our primary production and this leads to 
redundant manpower, in agriculture for instance, and this ·red
undant manpower is not absorbed in other activities, the fruitS' 
of this increase in productivity will go to the centres through 
the deterioration in terms of trade. So one of the reasons why 
we need industrialisati0n as well as the services coming with 
industrialisation and development in general is to absorb man
power. I said protection would be necessary when there is a 
tendency for prices to get lower and lower. Protection is also 
necessary to develop industries which abso rb the redundant 
manpower. 

[ was really innocent iu believ in g that this argument could 
be persuasive with the centres. In fact , they were precisely try
ing at lower and lower prices for our exports and this was to 
their direct convenience but not to the benefit of the developing 
countries. I may discuss this problem further, but I would only 
make this remark that they do not accept any idea of deteriora
tion in terms of trade, because they consider that the market 
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will solve the problem including those of tra nsfer of manpower 
and capital from those lines where there is deterioration to 
other lines of production. But, it is well known that the United 
States have protected the terms of trade for their agriculture for 
several years, from the period before the First World War and they 
continue to do it in many ways now. They are restricting pro
duction and using stocks of grain to subsidise or to restrict 
production. They say that they are only checking the deteriora
tion in the prices of gra ins. What the Europea n Community 
is doing is to fight against both the internal a nd external 
deterioration of their terms of trade. 

LK Jba 
There a re two questions regarding trade liberalisation among 
developing countries. For reasons of time, I will compress them. 
F irst question is that would the assymetry among different deve
loping co untries at different levels of development not mean 
that a ny regime of trade liberalisation a mong them would per
p etuate unequal exchange and accentuate the disparities rather 
than reduce them? 

The second question is again about trade among developing 
countries. The question is posed wheth er it is not necessary to 
start with the coordination of investment and production activi
t ies than by starting off with trade; in other words that you plan 
your investment and production rather tha n take trade as a 
sta rting point in cooperative endeavours. 

Dr Raul Prebisch 
In answer to the first question, Mr Chairman, I may say the 
fo llowing. The problem of trade libera lisation between develop
ing countries should not be solved through global a nd overall 
measures but through a selective process of combining produc
tion and trade in substituted imports from the North. That 
should be our strategy. 

The second point fo llows from the first. We need to plan 
reciprocally some sort of investment geared to this objective. l f 
we want to develop certa in lines of production su bstituting 
imports from the 'centre' and establish plants in country A and 
plants of other goods in country B that result in ~ubstit~ti_on 
a nd pro mote exchange, and/or if we agree to establtsh a JOmt 
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venture between country A and country B, and perhaps C and 
b , we have to cooperate in investment. 

L K Jha 
ln the world today there are wholly new forces due to techno
logical process in new fields like genetics. The two main things 
which were so relevant in determining the level of prosperity 
between different countries, namely, natural resources and 
manpower, are diminishing in importance. In such a world, how 
will the developing countries equip themselves to stem the rising 
tide of imbalance? 

Dr Raul Prebisch 
The answer is that by having an internal imbalance we may be 
a ble to increase productivity but at the same time, to a corres· 
ponding degree, it would increase unemployment. To put the 
matter in these terms is to simplify and ignore the other related 
aspects. Increase in productivity of course means increase in 
the potential for capital accumulation. However, I would be 
more worried of the adverse effects in case the increase in 
productivity is not matched by a corresponding increase in the 
rate of capita l accumulation and it is likely to result in a 
decrease in the rate of employment. So the real problem is of 
macro-economic management, of increasing the rate of capital 
accumulat ion of the economy, and this cannot be solved by the 
play of market forees alone. The more I think about this 
problem, the more I feel that the incentives and the play of 
market fo rces are both equally important to a system either 
capitalist or socialist, if we want to solve the problems created 
.by technological progress and would like to increase the rate of 
capital accumulation . 

LK Jba 
The next question is one which we could well address to our· 
selves rather than to Dr Prebisch. It will apply to all. Namely, 
why in international conferences we always begin to focus only 
on North-South issues and give a secondary place to South
South cooperation. Sometimes, even though we start with 
South-South, inevitably the thinking and discussion in all 
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international meetings have a tendency to shift to issues of North 
versus South. 

Dr Raul Prebisch 
Well, Ambassador Jha, you have seen many times our tendency 
not only to imitate advanced forms of consumption of the 
'centres', but also the ideas from the 'centres' . This dependence 
of the 'periphery' on the ideas of the 'centre' is one of the most 
persistent phenomena that I have seen from my you th onward. 
We do not yet use our resources 'to develop o ur own ideas. 
The fact that the 'centre' condemns import-substitution and 
subsidies has a tremendous impact on the course of develop
ment and choice of strategies in our economies, especially those 
going to the 'centre'. When these people absorb the 'centre's' 
ways of thinking, it is very difficult to change them, whether in 
trade or monetary matters. We complain about certain ideas 
of the International Menetary Fund. When there is a balance 
o f payments problem, a developing country has to compress its 
economy and its employment in order to reduce imports and 
reduce the balance of payments deficit. This is an article of 
fa ith preached by the 'centre'. It so happens that many of the 
top experts of the institutions coming from the 'periphery' or 
those joining the Board of Directors in their official capacity think 
the same way as 'centres' because they have been born in these· 
'centres' and believe in the sanity o f their way of thinking. 
This is a tremendous obstacle to the formation of new idea as 
a lso to the penetration of new ideas. Th is is why I welcome the 
formation of research centres such as this (Research and 
Information System for the Non-aligned and Other Developing 
Countries) which would promote new ways of thin king, and a 
dialogue not only between us but between us and the developing 
countries. This is a modest role that the Economic Commission 
for Latin America started to play more than thirty years ago 
and the idea began to penetrate widely into Latin America: 
You know, Ambassador Jha, what happened. In order to 
counteract our modest intellectual influence, which ·began 
perhaps in a primitive way, the 'centres' started a programme at 
the headquarters of the Commission at Santiago (Chile) , ::timing 
to train our economists in the universities of the United States, 
notably the fa mous Chicago University. Economists were given 
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very generous fellowships. Professors were supplied to our 
universities free of cost. After a few years we felt the conse
quences of this development. And it so happened that with 
military govern ment in Chile the economists proceeding from 
Chicago as well as other American universities, who had been 
brainwashed, came to power and they initiated reduction of 
protection, the restrictive monetary policies. What they said is 
that it is desirable to wait a minute the since resulting depression 
is only temporary and constructive. As the labour unions would 
not insist on increasing their wages they felt this would enhance 
profits of enterprises and accelerate investments. All the theories 
that they iearnt at the 'centres' were applied in a consistent 
way. The famous Prof Milton Friedman went to visit the top 
personalities of Chile, Argentina and other countries of Latin 
America and encouraged the pursuit of the Chicago school of 
thought. He told them that these policies would not bring 
results in two or three years, it will take eight or nine years to 
produce their fruits. Well, it was a gift from heaven for the top 
politicians and as such advice from a high calibre scientist of 
the world enabled them to stay in power for eight or nine years 
more. I am not exaggerating. This virus penetrated into many 
countries of Latin America. The experience in my country was 
still worse. Industry after industry was closing down jn a rapid 
way, waiting for the final result of promoting development on 
sound lines of free trade conceptions. I was then a director of 
our Central Bank and I was then organising roy views and I had 
the experience of what role the Central Bank should play in trying 
to counteract certain depressing tendencies from the 'centres' 

' and in controlling the counter-movements of capital. But, 
since we were to be a part of the financial world, we had to 
assure the freedom of movement of capital. This process of free 
flow of capital induced growing indebtedness. According to the 
Chicago school, the market forces must be allowed to decide as 
to how this capital should be used in the different sectors. But, 
what was the result of this allocation of resources? The result 
was that the short-term credit was used for long-term 
investment, for conspicuous consumption, for military expendi
ture, and we are now suffering the consequences. We complain 
about the Jack of foresight of the bankers of the 'centres', but 
we were equally responsible for Ot:!' lack of foresight, to get 
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indebted, without having any idea about what to do and how to 
play. Thus, it was a convergence of irresponsibility of the 
North and the South. 

LK Jha 
He referred just now to the importance of the Third World 
attempting at it s origin al and indigenous thinking on economic 
problems. One of the steps in that direction was taken at the 
NAM Summit in appointing a group of five experts, all from 
-developing countries, to study the question of reform in the 
international monetary system and to pave the way for an 
international conference on money and finance for development. 
Prof Khusro, who is present here, was the Chairman of that 
Group. The Group has just completed its work and its report 
is here, which, with his compliments, I present to Dr Prebisch. 

Dr Raul Prebiscb 
Congratulations, Mr Jha, for this. I will read the report with 
great interest. I have already read the prologue of Mrs Indira . 
Gandhi to this report and I agreed with her from the beginning. 
What we face today is not a cyclical crisis, this is a structural 
-crisis. The report is very t imely in that context. 

L K Jha 
I think I speak for everyone here when I say how very enlight
ening, refreshing and original Dr Prebisch's thoughts have 
been. 

SECOND SESSION OF DISCUSSIONS 

The Second Ssssion, which began after the tea-break, was 
devoted to intensive discussion by the participants. Dr Raul 
Prebisch could n0t be present during this session, due to his 
other urgent engagements. Dr L K Jha was in the Chair and he 
ca lled upOJl the participants to present their views and 
comments. 

Dr Abid Hussain 
I do not wish to take much of the time of my coJieagues round 
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this table except that I would like to highlight two or three 
issues in which perhaps we in the Ministry of Commerce are 
definitely interested. 

Dr Prebisch raised a point relat ing to industrialisation and 
suggseted that there should be a proper correlation between 
protection and import-substitution. I thought this was a very l 
important issue which we are facing in India in the context of · 
our import liberalisation policy and at the same time taking 
care of the indigenous capabilities which we have created so 
far. When we try to adopt the policy of protection what we 
find is tha~ by using the physical or fiscal measures we are 
actually delaying the process of industrialisation. 

lf, o n the other hand, we say that we have got to forget 
about import-substitution then we run into the other difficulty 
that we destroy the very base which we have created. Surely, 
that is not the idea when we talk of liberalisation policies. We 
want to have a very healthy mix between the two. I think it 
wilt" be nice if we c.ould get some of the participants' perc~;ptions 
o n the issue of the correlation between these and the question 
that shou ld we not have some sort of a time-schedule and C0.5t 
considera tions in mind when we a re thinking of import .of 
import-substitution and providing protection for this. 

The second point was on technology. There again sometimes 
we ~re misunderstood when we say that Jet all technologies be 
on the sched.ule of Open General Licence (OGL). Because the 
idea that we want to convey is not to get anything from any
where fo r import in India , nor to get second-hand technology, 
but the a im is to get the best of technologies which will lead to 
greater productivity and h igher capita l accumulation. Techno- I 
logy is not easy to get either. Access to technology is becoming I 
difficult. Sometimes, we are under an impression as if a ll doors 
a re· open fo r importing technology and we are hesitating to walk 
in. As a matter of fact, a ll doors to technology a re not open. ~ 
However, we want to have a more liberal regime for import of 
technology. It will certainly lead to unemployment somewhere 
and some instabilities to which Dr Prebisch made a reference. I 
think the time has come when we have to take a very pragmatic 
view in this regard a nd arrive at some sort of a consensus. 

The third point relates to the mosaic of trade operation 
itself. Dr Prebisch has come o ut with the idea that instead of 
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the preferences system we should go in for the subsidy system. I 
am not afraid of the rules and regulations of GATT in this 
matter. But what we must'consider is that i~ we recommend 
subs!dies there is a cost and somebody has to bear the cost. 
How do we bear that cost among the developing countries? 
Here I would like to convey one thought to yo u. Though we do 
not have subsidies in the manner in which Dr Raul Prebisch 
was thinking, we have cash compensation support and several 
other schemes whereby we try to take away some of the burden 
(of high cost economy into which we have run and the burden) 
of taxes which we have in India. But even these have come to 
be criticised in Parliament. Our Parliamentary Committees and 
others which have gone into the study of the subsidies, the cash 
compensation schemes and other incentive schemes, have been 
very vigorovsly criticising them. There was a lot of vigour and 
heat generated whenever this particular problem has come in. 
The question arises: if we have to move from preferences to 
such open, vivid , perceptible subsidies, what are the implica
cations? I think a t a time when we a re working out the dimen
sions of the new liberalisation policies, some indication of the 
mind of this house on this question would be important. 

The last point that I have is about the tactics. Dr Prebisch 
was saying that we should start where the chain is the weakest 
because he said the weaker part should be taken up first in 
moving forward. I, for one, would not believe in that particular 
theory. There are several socio-political considerations which 
come in when we take care of weaker sections, weaker bodies, 
the a reas of zero rate of growth, zero industrial areas and 
things of that type. I feel that when a country is passing 
through a phase of development, as it is in India, perhaps we 
have got to put all our efforts where we are strong ~nd where we 
become really heroes of the world. If there a re exportable com
modities to ·be promoted, let there be a few of them where we 
a re the best in the world, rather than trying to promote those in 
which we are weakest. If we have certain social and other 
aspects of it, that can be taken care of. So I am taking a 
narrow· view, Sir, about the term 'weak' . 

Further, when you are thinking of a country of India's size 
and some other such developing countries one will have to 
consider those areas for promotion which are graduating into a 
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position of boom and are ready to receive new, modern and best 
technology, rather than taking care of the sick industries or 
pampering weak industries for ever and ever. 

Shri I S Chadha 
1 do not have very much to say. The subject of the seminar is 
"New Perspectives in North-South and South-South Economic 
relations." I have been asking myself what new perspectives can 
we bring to bear today. Unfortunately, in the last few years the 
experience all too often has been that you put forward some 
ideas but they are not acted upon, yet soon thereafter you are 
again asked to put forward new ideas. If you repeat ideas which 
have not been acted upon they say this is an old idea . I think 
there is nothing wrong with old ideas. The problem is lack of 
acti on and implementation. 

In North-South relations, today, I think it is right to say 
that we are facing a total deadlock. In all the forums, efforts to 
move forward have met with stiff resistance. At the Seventh 
Non-Aligned Summit (New Delhi) we received a considerable 
degree of praise for our success in moderating the posture of the 
developing countries and also for some of our proposals which 
were very practicable and reasonable. But, successive efforts to 
move forward on the basis of those proposals have not met with 
success. So the question arises, what changes, if any, should be 
made in the tactics of the South in order to achieve greater 
progress in rhe North-South dialogue? 

Perhaps the right answer is that instead of trying to do too 
much on too many fronts we try to be somewhat selective. In 
the last two or three year~ . the main platform of the South in 
the negotiations with the North has been the so-called 'Globa l 
Negotiations'. The hope was that the new found strength in the 
South, particularly due to the OPEC countries, could be used to 
increase the bargain strength to secure concessions from the 
North in certain areas. So the effort was made to pursue 'Global 
Negotiations' in which all various sectors would be negotiat
ed simultaneously in an effort to get a package deal. These 
efforts h_ave no_t succeeded. I think at last everybody in the South 
has reahsed th1s. It took them a long time, much longer than it 
took us in India. But, I think everyone has come to the conclu
sion that there is no future in the 'Global Negotiations' Whatever 
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be the reasons, in which we need not go, it has become 
obvious to everyone that 'Global Negotiations' approach will 
not succeed. I do not think anybody is now even pursuing that. 

The approach that we should now try to pursue is to concent
rate on a more limited range of issues. The issues on which we 
are now trying to concentrate are those in the area of money and 
finance. Reference have been made to the Khusro Group report 
which has just come out and has been published. Our effort will 
now be to see how and where to start a dialogue on this 
subject. · 

You, Mr Chairman, have been to the capitals of many 
-countries and I was with you. We have explored possibilities of 
starting a dialogue which could be acceptable to all concerned. 
We have pointed out that at one extreme is the position taken 
by the developed countries that the only place where they are 
willing to have this dialogue is in the existing Brettonwoods 
institutions, an option which is not acceptable to a large number 
of developing countries, certainly not to the socialist countries. 
At the other extreme is the suggestion made by the developing 
·countries, that this should be discussed in the United Nations, 
which is not acceptable to the developed countries. We are 
trying to explore the middle-ground but we have not met with 
any success. The reaction of the developed countries is by now 
well-known. It has been said in the London Summit, and which 
has been confirmed in subsequent declarations that they are hot 
willing to discuss these issues in any forum except the existing 
Brettonwoods institutions, namely, the World Bank and the 
International Monetary Fund. 

We have gone along and said, let us negotiate a dialogue 
here, and see how far we can get. We, however, do not think 
we will get very far and do not think that these are the right 
institutions, but let us give them a try. These are the type of 
decisions which are not being taken in Washington. We hope 
that a dialogue will start but we are not sure that it will make 
much headway. 

The question still remains that how and where to start a real 
and effective dialogue. Efforts will have to be made perhaps in 
the UN forum also. This is something we have to think about. 
But eventually, we hope that it will be possible to find some 
middle-ground where the dialogue on these issues can start. 
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A similar · situation prevails in South-South economic ' 
relations. Somebody raised a question why is there so much 
emphasis on North-South. This really depends on the forum. 
There are forums which are exclusively for South-South issues. I 
have come from one of them very recently, which was the 
meeting of Economic Cooperation among the Developing 
Countries tECDC) in Columbia. I am afraid that even the dis
cussions on South-South relations are assuming more and more · 
and more the character of the North-South discussions. With 
the OPEC countries playing more and more the role of the 
North within the South, what we find is that any proposals 
which are put forward and on an operational nature, immed iate- . 
ly arouse suspicions, if not opposition, from these countries. 
Because these countries •have a feeling that you are perhaps 
trying to get them to make the bulk of financial contributions to · 
ariy venture that is to be launched. My impress:on from the last 
meeting in Cartagena (Columbia) was that in South-South co
operation also we were trying to do too much on too many front s 
in too short a time, and what we are producing is a mass of 
paper which nobody reads and which amount to repetition of 
platituoes, but not enough operational activities which really give 
meaning and content to South-South cooperation. We have had 
reports on food and agriculture, technology, industrialisation, 
energy, raw materials, and so 6n. In most of the cases, the · 
decision taken is of the nature of authorising the chairman to 
h·ave ·consultations with· member countries on the basis of these 
reports, and in the light of the reactions he receive from member 
countries, and to convene another high level inter-governmental' 
meeting to consider this matter and report back. I hope that we 
will get away from this tendency and will try to be operational 
by:concentrating on a few selected issues. 

Indeed, there are a few areas which are promising. Global · 
System of Trade Preferences (GSTP) is one on which I think we 
have made some headway. But, there again progress has not 
been sati sfactory to the extent it should have been. New impetus 
needs to be given. We can pick up one or two or three more 
areas like that but not too much. 

. Some are~s in which we are beginning to be operational 
mclude the Idea of South Bank on which a great deal of effort 
was made and a great deal of energy was expended. But, I am 
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afraid that does not seem to be showing much promise of 
getting off the ground , largely due to the opposition of the Gulf 
countries. 

There are other areas, viz. food a nd agr icultute, in which we 
can easily form an action committee or in which we can think 
o f some k ind o f mechanism to work out concrete schemes of 
cooperation with a view to implementing them. 
· Energy is another one such a rea. We have recently started an 

action committee on fossil fuels. There again· the OPEC 
countries are not coming forward to cooperate with it. B:ut, it is. 
an area which has promise of some progress. 
· ·Another idea which we had recentiy launch~d but which has 
not yet been taken ·up by the G ro up of 77 is the establishment 
of what we have called a project development mechanism. This 
would serve as a mechanism· to assist developing countries in the 
formul ation of projects and in undertaking of feasibility stud ies 
and so on. H opefully, such a mechanism could lead to concrete 
schemes of cooperation among developing countries. 

Yet another idea on which some work has been done but 
which · is still not operational is the idea of setting up some kind 
of information network. Here there a re too many schemes. 
coming up. What is needed is ·some kind of a coordin~tion so 
that we have a scheme which is clearly effective and f rom which 
the developi"og. countries can take real advantage: 

·These a re some of my thoughts which I wished to put 
forward . I think what is really . needed is concentration and 
emphasfs ·on implementation. I think we are not lacking in 
ideas. And that is what I would understand ·from the objective 
of this seminar which is to think of new perspectives of North
South a nd South-South economic relations. 

Mr K B Lall 
I think Mr Chairman, you have asked me to come at a very 
early stage. Nevertheless, I would follow through with Mr 
Chadha's thoughts. 

First, I do not agree with the thought tha t there are plenty 
of ideas and that there is nobody to work upon them. Just as a 
plethora of reports do not mean that a great deal of work has 
been done, the plethora of ideas or alternatives or options are 
1iot aids to action. It is necessary to adopt a selective approach-
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.a selective approach in sectors not in ideas and in how to 
operationalise them. Between an operation and the selection of 
the idea, there is the stage of the selling of the idea and absorp· 
.tion of the idea. The idea of Global System of Trade Prefeten· 
·ces (GSTP) has been going on for over ten years and even today 
we are saying it is lookmg like operational. In fact, there arc 
several problems with regard to techniques, its content and even 
the basic concept, namely a preferential attitude to be cultivated 
by the participating governments, I think, has not really been 
.adopted. 

I think at this stage I can deal with Dr Prebisch's idea in 
regard to subsidy versus preference. This is really another way 
o f saying how a preferential relationship is to be built up. This 
i!; really a matter of detail whether you give subsidy by the seller 
or you provide a special arrangement by the importer or by 
buyer. In either case, what is necessary to be adopted on the 
part of seller and on the part of buyer is adopting a preferential 
attitude. The costs and benefits of the preferential attitude have 
to be studied. The difficulty bas been that even in a country 
such as ours which 'bas no shortage of ideas and persons who 
are able to write on a particular idea, the cultivation of pre
ferential attitudes has been a very very difficult and frustrating 
task. When it has been so difficult for India how much more 
difficult it is for other countries to adopt this kind of attitude? 

Therefore, my first point for consideration is to think on the 
-question of how to cultivate this preferential attitude, what are 
its implications and what are its costs? One must go into this 
-question in some detail. This is applicable not merely to trade, 
industrialisation, technology and finance; this is applicable all 
the way down to the entire gamut of economic relationships. 

I do have one or two concrete suggestions in this regard. 
This is, however, not the time to make them. I would only say 
that it is essential for us to devote our thoughts to the question 
of preferential attitude to work out its implications. 

The second thought arising from it is that we must give up 
the idea of considering all ideas as universal in the sense of the 
entire Group of 77 accepting it in every detail. We paralyse 
o urselves once we go along that kind of thought. What is 
needed, therefore, is selectiveness not only in participation, but 
in ideas and in sectors. The ideas of South Bank, energy, food , 
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project development facility have been mentioned. We need 
not get upset if we do not achieve what is called success in these 
areas. These are very difficult concepts, particularly, when you 
arc dealing with sovereign governments. ln fact, the ability of 
their administration, the ability of the scholars to examine an 
idea and to persuade the decision-makers is extremely limited. 
lt is well to take note of the existence of Mr Ronald Reagan in 
Washington and it is well to take note of the existence of his. 
counterparts in Saudi Arabia and Kuwait. But, it is equally im
portant to note of other versions in the developed world as well 
as in the OPEC world. And it is, therefore, important for us .not 
to think only of South Bank in this context. What we are think
ing is not South Bank but a mechanism in which the funds 
available with some surplus countries or individuals or institu
tion s could be used, not against the benefit of the investor, but 
for the benefit of the investor as well as the borrower. In case of 
OPEC, if they are not too willing to have an institution they 
may be willing to work in an old institution. I have difficulty in 
believing tha t they have decided as a principle that they will 
not invest in a developing country or a developing country's 
institution. 

Since there are many more persons to speak, it is better to
be selective in what I want to say. Therefore, to repeat, select 

. ideas, the models, the persons or the countries who will be your 
-~ tar.get area and try to operationalise them as much as possible 

and do not lose heart if you do not achieve tremendo us success. 
with a difficult concept. 

Qr R M Honavar 
I am going to strike a little deviationist note, partly because 
I am emboldened by what Mr Chadha said and partly because 
of what Mr Lall said. Mr La!l, because of his long experience 
as an administrator and negotiator, means all things to all men 
and, I think, at least to me he meant what I am going to say. 

All of us know that global negotiations on the North
South relations have failed. I think Mr Romesh Bhandari ha s. 
probably gone hoarse negotiating in the UN, trying to find <!

solution to all the problems posed by the difficulties fa~ed by 
the South. One of the reasons for this failtlre to me seems to
be that we are posing a very large array of demands. Everyt)1iog. 
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thing under the sun is part of the 'global negotiations'. Our 
.attitude is that everything has to find a solution. The entire 
Group of 77 negotiates with the North and, therefore, any 
problem that interests anybody has to find a place in the global 
11egotiations, and a solution has to be found for all the problems 
at the same time. If my problem is not solved, the meth0d of 
.work is such that I can block progress on something else. That 
is why even though we have had long and fairly comprehensive 
·negotiations the results achieved, I think, have not been equal 
to the efforts put in. As a matter of fact, what the developed 
-co untries have done is to use their power and also to exploit, to 
a certain degree, the differences in the interests which different 
<ieveloping countries have in these negotiations. Although the 
the Group of 77 do provide a united front, there a re at the 
-same time, as Mr Chadha pointed out, the OPEC countries, the 
-sub-Saharan countries, the least developed among the develop-
ing countries, and then the two large economies, China and 
India. So although at a broad level our interests coincide, when 
it comes to detailed negotiations, I think, there are a good deal 
-of differences in the interests of these countries and the 
differences can be cleverly exploited by a powerful negotiating 
partner. That is perhaps the reason why we have not been able 
.to make much progress. 

Therefore, it seems to me that it is necessary now to adopt 
.a change in our negotiating strategy. Although we have called 
it 'Global Negotiations', in effect what it has amounted to is 
that we have presented an array of demands and asked the 
North to solve them. There has been no negotiation in the sense 
.of give and take. We have presented a list of demands and all 
-of them have to be solved and when we have had fa ilure on that 
:front we have just told the North that there is no political will 
<On their part to solve these problems. This is not negotiation, 
this is a sort of confrontation by the weak with the strong and 
the outcome can only be what is expected . 

So what I suggest is that we should have real negotiations in 
the sense that there should.be greater give and take. This gi.ve 
.and take is not possible if all demands are given the sam~ 
weight. So perhaps we m ight think it ,over whether we could 
not have priorities, that some things are vastly more important 
t:llan others and, ·therefore, . concentra.te on those: items ;first 
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which we consider to be more important than others. 
Secondly, perhaps this whole idea of all the Group of 77 

negotiating with the North could be gi ven a little rest. We 
could have smaller negotiating groups on problems of interest 
to them. Ultimately, it has to come to the Group of 77 but the 
negotiations proper could be carried out in smaller groups of 
interested countries where it would be possible to have more 
give and take. If you have all the 127 developing countries 
participating in negotiations, perhaps the kind of adjustment 
that is necessary in negotiations may not come about. It may 
come about if there are smaller negotiating groups. 

The third point is that we have not paid enough attention 
to the problems faced by the North, in the sense that in our 
negotiations we have just said, look, you do not have the 
political will and, therefore, you are not willing to solve our 
problems. We have not paid enough attention to the difficulties 
which the North have. It is not that they do not have problems. 
If smaller groups were to negotiate, it might be possible to take 
into account the mutual problems. Certainly, we cannot dis
miss all their concerns to arise due to a lack of political will. 
If we do this, perhaps the negotiations might be more fruitful. 
1 am not saying that the moment we adopt such an attitude 
everything will fall into our laps. But, since we are negotiating 
we must expect to proceed by bits and pieces, and it is only 
when we adopt this kind of a strategy that we will be achieving 
some success which is vastly better than the settlement which 
we are facing at present. 

Being a good civil servant I can straightaway think of a 
large number of objections to what I have said. But, I would 
request you not to brush offhand all I have said but to give it 
a little more thinking. There would be objections but there 
would also be ways of removing those objections. I am making 
this plea particularly bebuse the strategy pursued over the 
seventies and part of the eighties has not yielded satisfactory 
results. 

Dr Arjuo Sengupta . 
1 want to talk about something different and more akin to the 
su~ject that Dr Raul Prebisc~ talked about, not so much abq~t 
. the _Process. . . · ;, 
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At least in this forum organised by RIS we should be able 
to ask this question and even if we cannot have a clear answer, 
we should be able to cogitate over it. 

The first question I would pose relates to South-South 
cooperation , that is, why do we need it? 1t is really something 
germane in the term South-South cooperation as an attractive 
idea? I want to put it to you elearly because as seas I was listen
ing to Mr Chadha when he mentioned that in the South
South conferences, the Saud is are behaving more and more like 
the northern countries. It really brings out the essential character 
of South which you can define only as a counter to North. 
There is no particular reason why developing countries together 
should have some kind of a preferential treatment among 
themselves. It is difficult to establish a kind of theorem that 
preferential treatment among the developing countries is better 
than norma l global reduction of tariff or freeing of the trade. 

Dr Raul Prebisch talked about subsidy instead of preference 
for trading among the developing countries. What really does 
that mean? It means that you want to have a different exchange 
rate. When you are trading among the developing countries you 
would apply an exchange rate which is different from when you 
are trading with a developed country. Is it an optimal solution? 
Quite some time back this question was raised by Vanek. I 
remember certain follow-up was talked about that if there is 
basic shortage of one kind of foreign exchange then we might 
establish a different exchange rate among those countries who 
lack that particular foreign exchange. This was vis-a-vis the 
dollar. I do not think that kind of argument will really be va lid 
in a system of flexible exchange rates. 

I am saying this because the assumption behind any kind of 
South-South arrangement of liberalising trade is that the trade 
will be beneficial and there will be gains from the trade. While 
there will be difference in the distribution of gains, basically 
there has to be some gain from the trade. South-South coopera
tion by having its countries to reduce their trade ba rriers among 
themselves will be attractive compared to the South opening up 
to the North if the net benefit out of the South-South trade with 
a particular country is more than the other way round. Then, 
the question is of financing . This is where I think Dr Prebisch 
did not mention that if Brazil wanted to have its trade, it had to 
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finance it trade and its so happened , may be for reaso ns which 
a rc suspect, that the Northern banks were only too keen to 
finance a very substanti al increase in the trade in this country. 
lf India and Sri Lanka tried to trade, o r if Indonesia and India 
tried-as this trade will not be a balanced trade-there will have 
to be so me kind of a financing mechanism so tha t this kind of 
expansion of trade is possible. I thought that the original idea 
of the South Bank was based o n the logic that you will be able 
to promote the South-South trade. But, again I am not quite 
certa in whether that is a p referred a lternative to having some 
k ind of a financing system which will a llow a greater increase in 
the North-So uth trade. 

I want to pose th is question mainly with one thing in mind 
tha t , as I look at it , this gain is really political -- the whole ques
tion of South-South cooperation, as a lso the con Hict of South 
with the North, if you a re talking purely in terms of economic 
gains. I can understand qui te well the ca tegorisat ion of South if 
we look a t it in the political arena and there this question of 
North, North versus South, etc. became quite rele vant. But then 
keeping South a.s a category becomes so important that even if 
the North makes a gestu re which goes against the unity of South 
it may be better fo r South no t to accept it. 

DrS Guhan 
We are havi ng a very stimul at in g a nd informal atm osphere. 
This is not a North-So uth meeting or even a South-South meet
ing. So one is emboldened to speak and to do some loud 
thi nking. This is what I wo uld li ke to do. 

Sir , I feel that following the line or trend to thought initiated 
by Messers Chadha, Lall , Honavar and Sengupta, one poin t I 
would like to make is that India should be a li ttle bolder and 
more confident in assuming leadership within the community of 
the South. If outsiqers were present one could not say this f~r 
fear of being misunderstood. But within ourselves, we constamly 
find a certa in squeamishness or diffidence in really taking steps 
which could be characterised as actions of leadership, and given 
the size of our country, the surfei t of talen t in the cou ntry one 
has o nly to look aro und th is table and o ur wide in terest in 
a lmost every topic in a major way, nota bly in monetary reform. 
Considering the pre-histo ry of Brettonwoods, we know there 
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were four years of note writing, exchange of memora nda, a nd 
there was H addy White, a Keynes and they were combination 
o f inte llectual a nd political experts who were not only fully 
plugged into their system but who had the power of t hought to 
conccptual ise the issues and strategy and work out how to go 
abo ut it. Dr Prebi sch was one such p roduct of a certa in period. 
In ou r system we do not seem to feel the need for it. We do not 
encourage and as a result we cannot prod uce a single person li ke 
H addy White . If you had seen this business for twenty year~ 
one could name thirty persons who lnve been engaged with the 
GATT, the UNCTAD and the other organi sations, but they 
are a ll in flu x. We do not even promote a group. 1 do not 
mean a single pe rso n necessarily, but a corps. 

Secondly, S ir , though we are all for selecti vity but it is now 
time to make an actu al selection. We would have to select two 
or three issues on which we will go ahead a nd do all tha t is 
possi ble to effectuate some ideas. Thus, we can certain ly do 
something on commodities through strengthening GFF plus 
na tional commodity stocks. The core ideas a re there and the 
new things that a re coming out are really small differentiations 
of them. So one can say what is core idea in e0mmodities, in 
South-South fin anci ng, in ene rgy and so on. Why not pick o ut 
t hree or fo ur thin gs a nd go all out for them? 

T his would a lso mean a much more outgoi ng approach on 
the part of India. We will have to spend resources for this. We 
will h:tve to have shuttle diplomacy, send people ro und, and 
get people who work out things. So they must set apart some
thin g like twenty or thirty million dollars a year for promotion , 
not expecti ng qu ick resu lts. 

T hird ly, connected with a ll thi s, I think we have to develop 
so me kind of modali ty of what might be called a step·by· step 
a pproach fo r negotiation. A meeting of the South-South or 
North-South or any small group does not produce any results. 
So what is needed is some kind of a diplomacy where you will , 
in an open-ended way, rope in big constituents and alliances, 
which is the slow but sure way, to tackle the problems through 
intensive discussic ns. This will have to be done first behind 
the scenes and may be on bilatera l basis, before one can bring 
in more people. 

For example, in case of models for South Ba nk, limited and 
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joint guarantees wi ll have to be included. Because, whicheve r 
model you take it boils down to some ki!ld of an int ra-South 
guaranteed systems. W hat is needed is a step-by-step open-ended 
approach. Some one will have to take the first step. No one 
l think is better qualified, looking at the en tire spectrum of the 
South , tha n lndia. This so meth ing which our leadership should 
understa nd and be bold and confident enough to take the plunge. 

Dr S Vardarajan 
l sha ll not venture into many of the points that have been raised 
but there arc some concerns which I would like to express. 

Certa inly, the rate of change in industrialisation and techno
logy is of a very different order in the developed world than 
what we have perceived so far. It is clearly not dependent on 
labour, nor eve n so much no energy. If you take F rance, they 
are going to breed reactors which do not require a ny resource 
from somewhere else. It is dependent on an entirely new system 
of not even requiring human beings to do th ings. That is, the 
ski ll and knowledge human beings are no longer quite so much 
valued . 'vVe are going to a society which is dependent very 
highly on a new knowledge base and a new kind of change. 

We have been left out already in the past and those of us 
who acqu ired these systems and knowledge are stuck with 
obsolescence of a high order and with an inability to remove 
this obsolescence . lnd ia is a very good example of early comers 
to industrialisation and further inability to change things despite 
all our wishes to do so. And yet, in the expectation that 
knowledge is required for change, we a re prod ucing a very large 
nu mber of people of very high ski lls and knowledge. But, in 
all the international negot iations we never talk abou t this very 
great loss; either people are not properly used or those who can 
be used are w;ed elsewhere in the world. These are our real 
change agents, who are going to produce that kind of society 
in which we will be able to live. We have no system in I ndia, 
nor in other countries whether I raq, Algeria, N igeria, Brazil or 
Mexico. The best of the brains are working elsewhere. Today 
even in Japan there are very good Indian scientists working 
because the kind of people and the thinking that they require 
in the new system is insufficiently av<t ilable in their own country. 

I would, therefore, have to say something about much needed 
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determination to remove, or at least attempt to remove, obsole
sence in our systems a nd in our think ing. We have not even 
identified the areas of obsolescence openly. We just pay lip 
service to the need in a general way. As Mr Guhan said , we 
have to particula rise what these a re and each country will have 
to do someth ing which we can do. 

Secondly , I believe there is a great deal to be shared among 
the South. We hllve made mistakes and we have sometimes 
corrected them. But, we ne\'er share tha t knowledge of the 
improvements or changes that we ha ve made. We go to the 
'centres' for whatever errors we have made a nd knowledge tha t 
we have produced . It is the central system of the North which 
then di stribute this. We have very little evidence of sharing 
wi thin South and when there is some sharing under some very 
peculiar circumstances, for instance in Vietnam, the apprecia
tio n fo r this is extraordinarily high. It produces a new, fine 
cluster of relationships which we can build on for something 
more. 

We have to assume that the dependence on the North can 
be very much less, even for markets for commod ities, agricul
tura l products, labour, energy, mineral resources like iron a nd 
tha t is for two reasons: first they are satura ted, as was said 
earlier by Prof Khusro, and the second that the explora tion for 
many of the new resources has begun in many countries and we 
will be able to identify vastly more resources, whether it is in 
the North Sea oil o r the metallic nodules or what have you. Our 
agriculture is at such a low level of productivity compared to 
the advanced world that we can bring very big order of 
improvement so that we will be never short of very bright 
people. 

I think we have to look at a ten or fifteen year perspective 
and then see what the world is going to be. We are applying 
o urselves too much to the problems of the past, with little 
attention to the problems of the future. So we should have a 
group of people in this country and among our friends in the 
no n-a ligned world who will be able to think of the long-term 
perspective and a strategy to develop. I think there will be 
m any failures in this approach but, nevertheless, a broad 
strategy to reduce the differences that will exist in five or ten 
years, is very necessary. 
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Another point relates to knowledge exchange. Knowledge is 
not going to be easily avai lable, at least knowledge of the future 
that is being generated. In many areas we cannot get com
puters, software and micro-electronics; bio-technology is 
being banned; we will have no new seeds being allowed to be 
exported. Bu t there will be new technology which will not 
require so many fertiliser plants, using bio-tech nology, and we 
will not have to product fertilisers at a very large scale. Also a ll 
those extra capacities that a re now available in power, can be 
used and new capacities can be created in various other fields 
as in the rest of the world if new technologies come in India. 

I think, therefore, a very important area for considerations 
is of training ourselves for the fu ture and for a new world. This 
we are not doing. In fact, those we train for this purpose are 
ill-utilised a nd, in the process, they are lost. I think there are 
real benefits of this possibility, not really costing a great deal of 
money but which will produce some change, some new people. 
I hope there will be some appreciation of these points. We can 
certainly make some moves. The lead which lndia can give . and 
about which Mr Guhan mentioned is very important, and it is 
possible to p rovide this lead. Besides India, I might say, there 
a re other countries such as Brazil, Mexico and others. 

We need an endogenous system. I think most countries have 
simply adopted systems ei ther those of the centra lly planned 
and Western Europe or of North America. We need to have 
our own system, especially a system for removing obsolescence. 
Our efforts for removing any kind of obsolescence a re far, fa r 
too low. Very often we cite political and socia l factors respon
sible for this but there are a lso economic factors. We are not 
able to introduce new tax systems or reward systems; nor we 
have adopted inflation accounting as adopted in many of the 
countries. With the result, most of these people who are pro
ducing new knowledge and are auxious to adopt new things 
remain unrewarded. Those who are successful in doing so a re, 
in fact, dragged down by the rest given our present internal 
system. So unless you have some method of ensuring tha t enter
prise is rewarded - these are a ll the qualities which have made the 
other world go up-we are not going to be able to succeed. 

I think there are many other points which we can discuss, 
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even produce models. I agree that some funds have to be pro
vided to do this. 

Prof Asl10k Guha 
I do not have an awful lot to say and so I w·ll f 

1 ocus on a 
narrowly selected issue. 

In our negotiations with the North [ feel that we 1 
• ' < 1ave not 

p.atd suffi~ient attention to the areas of likely success, keeping in 
Vtew the mterest structu re of the North . After all, if a nt:oo tia
tion is not to be a purely political process, it involves some, ki nd 
of a mutulity of interests. lam a fraid that here r disagree with 
the analysis of Prof Khurso. Essen tially, he meant that the 
crisis, the advanced world is facing is a sort of stagnat io nist 
crisis, that is a crisis of sat ura ti on of demand·. Of course, there 
are others who have adopted the same standpoi nt and have 
argued on that basis, that there exists a mutuality of interest in 
North-South cooperation because the growth of full employ
ment, etc., in the ad vanced world would depend on the rapid 
expansion of development in the South. 

My personal belief is that the crisis that the advc.nced coun
tries have been facing is a crisis which basically stemmed from 
expensive energy. It was the oil shock of 1973 which brought to 
an end the golden age of expansion of the North. Jt was not 
really a saturation of demand. What happened throughout the 
seventies in the North was that economics which had been 
spending on the basis of cheap energy were suddently confronted 
with an interna l resource scracity which they had just not planned 
for. It is this scarcity which red uced the rate of growth a nd in 
turn to an internal conflict of interests betw~e~ th~ collective 
interest groups, grown up. throughout the stxttes Jn a ll the 
Western economies, all lookmg for larger and larger shares of 
the cake and who found that the cake could .no t increase because 
of oi l shortage. Of course, the. first sol.utwr: that the Western 

·es went for in thi s s ituatiOn was J11llat10n and that what econornt , 
a lways happens when you have too many collective interests 
groups competing for larger shares and the cake cannot be 

enlarged. 
Gradually, throughout the seventies the structure of the 

Western eco nomies got modified . You have the weaker interest 
groups gradually losing out. For instance, you have the structural 
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shift of the US economy away f rom the great, t raditiona l, 
established mass industries like automobiles or s teel, to the new 
a nd hi gh-technology industries; and the shift away from the big 
city centres in the mid-west and the east to the south a nd west 
sun belt. These shi ft have resulted in the emergence of new 
groupings, a new bala nce of power within the advanced countries 
which was not characterised by powerful, politically influemia l 
collective interest groupi ngs which could press for infla tionary 
policies. So througho ut the sevent ies the consituency for expan
sio nist monetary policies in the West wea kened and by the end 
o f the seventies, when you had the second oil shock , publ ic 
o pinion throughout the West had turned strongly anti-infla
tionist. It was basica lly this which co mpelled reversals of mone
tary and fi scal policies in the West and brought about a recession 
from I 979 onwa rds. In the West, domin ant pu blic opinion and 
ideology is sti ll riding on this so called monetarist conservative 
wave. T he countries which have done so in spite of the domi
nant monetarist ideology, since they have succeeded in following 
the Keynesia n policies on the sly, in America under the plea of 
military strengthen ing and in Britain in terms of a temporary 
expansion in the wake of the Fa lklands Wa r. Western E urope 
has still not revived , because it has not found excuse for Keyne
sian policies, having been committed ideologically to restric
tionist polic ies a nd it is stuck with them. 

Gi ven this kind of a n atmosphere, give n the situa tion in 
which you have collective interest groupings which a re no longer 
in favou r o f general expansion, and given that the energy pro
blems of the adva nced world have not yet been resolved, wha t
ever ex pansion is taking place at the moment is expansion on 
the basis of unemp loyed resources and excess plant capacity. 
When full employment levels are approached we will have the 
sa me revival of the competi tion for the cake which is not going 
to expand fast enough within the ad vanced world. In this situa
t ion, o ne cannot expect a massive in terest on the part of advanc
ed countries in promoting the development of the Third World 
excep t. in so far as this is directly conducive to their faster rate 
o f growth and thi s enables them, may be through specia li sation 
or whatever, an enarged di vision of labour, to increase their 
cake fa irly rapidly enough. The cake cannot be increased merely 
by contributing to the demand in t he underdeveloped co untries 

49 



for the products of the adva nced countries. I think the cake 
could only be in creased by intensifying division of labour bet
ween the advanced and the less developed world. 

If one is to concentrate on a specific issue in the North-South 
dialogue, I think the issue which we would be well ad vised to 
concentrate on is the reduction of trade barriers in the adva nced 
world to the prod ucts of less developed world. I thin k that the 
time may not be tota lly inopportune for this because many of 
the trade ba rriers in the advanced world wo uld be erected by 
industries which , on account of the recession, have grad ua lly 
phased out of economic and political ascendency. I would think 
that the protectionist gro ups in the advanced countries may have 
lost a good deal of th eir cutting edge on account of the recession 
a nd it might very Vlell be worthwhile to concentrate at this point 
on focusing o ur energies on this particular aspect of North
South relations. 

DrAM Kbusro 
1 think [ would be in agreement with the po int made by Prof 
Guha t hat the energy crisis has played a majo r role in the 
misfortunes of the North in the recent past. But I do not think, 
Sir, that a ny explanat ion on a complex phenomenon of world
wide recession, s uperimposed on some long-term factors, can 
be explained in term s of a single vari able .like.energy. After all 
energy prices have fallen and recover~ lS stJJI not co ming up 
except in the res ilient economy of th e Umted Sta tes. Europe is 
sti ll very far from a vigoro us recovery. The whole point is: 
ven whe n recovery comes as a result o f several variables moving 

~11 its favou r, whether this will be a constrained recovery o r a 

full a nd buoyan t recovery. 
It seems to me that not only energy but several facto rs have 

p layed their r ole and ?ne does not want to spell them .out as 
tha t will be ti me-consumwg. What we have asked for 1n the 
Rep ort on Money a nd ~inance for Develo~ment su bmit~ed to 
the Cha irperson of NAM JS, among other thmgs, a survedance 
of the policies of the North in order that thei r budget deficits 
are of a resonable magnitude. These deficits are being enlarged 
by mass ive defence expendit.ure on the one side and by cuts in 
taxes on the o ther and are bemg fina nced by h uge borrowing 
programmes nationally and internationally, then ra ising the 
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rates of interest sky high. This, in turn , is leading to capital 
flows of perhaps a perverse nature into the United States, 
drying up capi tal availability in Europe and in many other parts 
of the world, and leading Europe and, in competition, to 
raise their interest rates, depressing their investment and keeping 
the dollar rates extraordinarily high. So, this is a very complex 
phenomenon and must admit more than one variable. ln fact, 
it admits of half a dozen variables. 

Secondly, I agree with Prof Guha that a demand-based 
explanation is not convicing. I was, in fact, thinking of some
thing more basic like what had been suggested a hundred year~ 

ago. I mean the phenomenon of capi tal accumulation and the 
decline in the rate of profit in the developed economies. What
ever be the cause-and again it will not be one cause-at the 
base of it lies high capita l accumulation. 

Secondly, I was thinking of an overall diminution of demand 
arising from an absence of worthwhile projects in a whole array 
of industries. I was thinking of specific saturation points in 
industries like housing, a utomobiles, h ighways, ai rlines, road
ways, railways, also food. and clothing: By the time you add 
these up, they account for a very large proportion of demand 
of the Western economies. After all, you have got to explain, 
Mr. Chairman, why companies are 'collapsing in the industrial 
countries. Why Germany had 15,000 company failures in 1982, 
13,000 co mpany failures in 1981 and about 12,000 collapsed in 
1981 , so many in just one country of Europe. By the time you 
add up the United States and Europe of this, you find that a 
phenomenal number of company collapses have occurred. Is 
it all to be explained in terms of a short-term recession or is 
there a long-term cause for all this? I think the long-term 
factors of stagnation are also behind this. Demand co uld be 
pumped up, but in the present case it is the non-availability of 
worthwhile projects because of high capital accumulation. 

One of the remedies for this phenomenon lies in the realisa
tion by the North of its own self-interest . Dr Ghua too was 
talking of self-interest. Yes, we have to play on their self-interest 
and make them understand it. Things may be more acceptable 
to them if they are for their own good. It is some kind of 
political blindness owing to which they do not seem to be seeing 
their own self-interest. For instance, would it not be a partial 
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remedy for their lack of sales of goods, services and techn ology 
that they first get rid of or ease the indebtedness of the South 
countries, at any rate a large proportion of it? Should they not 
be partners in the enhancement of the national products of the 
low-income countries so that their purcha~ing power increases 
and enables the North in turn to sell more? Then, should the 
industrialised countries not be promoting exports from the 
developing countries which are needed for repayment of the 
value of imports from the industrialised counrries? The interest 
of the North now lies in developing the national products of 
the South countries as well as developing the export capabilities 
of the South countries. This cannot be done a) without massive 
capital transfers and b) large technology transfers. So I thought 
that their medium and long-term self-interest lay precisely in 
doing what we are asking for. But, such is the blindness of the 
developed countries at the moment that they fail to see this 
point and I fail to understand why this should be so. I believe 
that the dialogue must continue and their self-interest must be 
demonstrated. 

In our Expert Group Report on Money and Finance for 
Development, called 'Direction for Reform', we were conscious 
of the fact that many Europ.ean countries feel like we do on 
many bank issues. Europeans generally dislike the United 
States policies in these respects. Only for one reason-:-security
they fail to be bold enough. They have a mortal fear of the 
Soviet Union. Helmut Schmidt, the former West German 
Chancellor, used to say a few things boldly but not the .whole 
range of things. Many thin gs the E uropeans could have said. 
they are not saying. So, the pressure must continue, their self
interest must be demonstrated and we must continue to press 
for what is good for us as well as good for them, namely, larger 
trade, larger resource transfer and larger technology transfers. 

But simultaneously we must begin to organise larger trade 
and investment among the countries of the South too. Here we 
could begin with two or three basic exercises. What about a 
world commission whether under UN chairmanship or under a 
machinery to be set up by the Chairperson of the Non-aligned 
Movement to focus on two basic needs: listing the potential 
now lying in South-South trade and examining the comparative 
advaqtages of different South countries base on endowments 
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and other advantages. Of course, there will arise some basic 
questions about the fina ncing mechanism for trade and invest
ment. This financing part would have to be taken up as a 
subject on its own; who knows the whole exercise might even 
flounder on financial grounds eventually; but before financial 
difficul ties are grappled with,- what about a listing of the trade 
potential, based ·on comparative advantages, ·that now exists, 
in Latin America, in Asia, in Africa and in other parts of the 
world? This exercise could be on the basis of comparative costs 
as . they exist today and not dynamic comparative advantages 
as they may come to be in the · future. This current costs 
exercise could than be used skilfully in promoting trade 
bilaterally and multilaterally within the relation of the South. 

A second exercise to be promoted now could be a medium 
and long-term .-exercise based on an assessment of ·natural 
endowments-soil types, mineral deposits, water endowments, 
renewable material and human potential in these countries. 
Based on endowments, the future trade potential for the South 
would be designed. I do not see any such exercise on the scene. 
People seem to be satisfied with what there is and they think 
they know .what trade potential exists. Surely, all of us are 
ignorant in different degrees as a proper exercise has not been 
undertaken. So, I think that an investigation of endowment 
potential and current trade potential, is important .. Next in 
importance is the question of some institutional mechanism to 
promote· South-South ec.onomic cooperation. 

Foremost on the institutional side, Sir, is the question of 
finance. · I do now know what the answers are to the question 
of South-South financing. May be a South-South Bank; may be 
the idea and practice of regio'nal banks giving greater attention 
to South-South trade arid investment. But all this is easier said 
than done. The billion dollar question is still the same: who 
would provide finance for tliese alterna tive organisations. The 
Arabs and the OPEC people have been withdrawing from such 
ideas. It appears that economic adversity has, at any rate tem
porar'ily, got the better of them. But, Sir, the world ·is a dyn~rn ic 
place, recovery is already taking place in many parts of the 
world, including the United States, Western Europe and some 
South countries. Oil will again be in demand. Oil production 
may rise quite soon and in the second round oil prices might 
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again increase, though not to the same degree as in the seventies. 
Once things begin to better, a new psychology· might dawn. Is 
it impossible now to persaude the OPEC people, margina lly at 
a ny rate, to think of doing what they did not do before, namely 
diverting attention to investment within the South ~o untries? 
The South countries are not all paupers. In the last twenty years 
many of them have shown a new resilence; capabilities of pro
duction have increased; and capital goods of a sophisticated 
nature are being manufactured in many South countries. Even 
in the rela tion of technology a hundred new technologies could 
be listed which are available within the South-some sector
specific technologies and some general ones. But, I do not think 
that any serious exercise has been done in this direction a lso. 

I should end by saying that it may be possible to demonstrate 
to the OPEC people, or whoever has the resources within the 
South, that the returns to their investment within the South 
countries are after all not going to be so bad as these were in 
the past. Investors took it for granted in the past that all 
decent returns, all safety Jay in the industrialised world. But, 
recently they have seen things with their own eyes and for the 
first time their beliefs have been shaken in the security of their 
investments. Thi s applies not only to the new income but also 
to the whole range of past investments that they have a lready 
made. All that has become relatively insecure and these first
generation investors are rather .bothered about security. More
over, compared to the rate of profit in the North, the returns to 
investment in some South countries li ke India have been higher 
in the recent past. In fact, recently many delegations have been 
coming to India to investigate this phenomenon. We have not 
been able to demonstrate from our side where the worthwhile 
and profitable projects in this country are. I think it is now 
important for the South countries to ask themselves what the 
profitable projects are which they can present to the other parts 
of the South, particularly demonstrating to the OPEC investors 
the investment possibilities within the South. These exercises 
have been talked about but I do not see any major effort in the 
offing so far and I think the time has now come to make this 
effort. 
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Dr V R Panchamukbi 
I am aware that time is running out but I thought I would react 
to some of the very interesting points that have come up in the 
discussion. 

Firstly, I shall comment on global negotiations and the need 
for prioritisation on which a point was made by Dr Honavar 
and by others also. I do not know whether failure of negotia
tions in making some headway in achieving certain objectives 
has been due to the fact that prioritisation has not taken place 
and that specificity did not exist in putting forth demands. The 
Integrated Programme of Commodities, the Common Fund~ 
and specific one per cent target, have all been quite specific. Is 
it because some of the countries do not (percieve the implica
tions of these or do not) really want to implement 
them that the negotiations have failed? If we take the 
Brandt Commission Rep orts, the first a nd· the second ones~ 
there is a long list of immediate measures which are repeated_ 
This world 'immediate' is becoming a little self-defeating because 
the same set of measures is put forth as immediate measures. 
in the first report as well as in the second. If we take the recent 
UNCT AD Report or the Action Programmes of the Non
aligned Summit, everywhere immediate measures are presented_ 
But the question is one of implementing them. I do not know 
whether one should rea lly look at the causzl factors in the ab
sence of prioritisation, i.e. not giving due attention to the 
priorities that can be laid down. 

As for the appreciation of the interests of the North, if you 
look at some of the publications of the EEC or the USA, we 
find that they also put forth the unemployment figure, and they 
are also worried about the number of people below the poverty 
line. Unemployment a nd poverty line are well defined there. 
Therefore, when we look at the various interest groups, as Prof 
Guha pointed out very rightly, it is not that policies are not 
made out of the pure theories but interest groups are involved 
and the ultimate policy that emerges is the one that reflects the 
interest of the more powerful. Therefore, the interest groups 
have to be identified. It is also a question of conflict between 
the long-term and the short-term perceptions of the interests. 
Even within the United States we find that there are very many 
different policies recommended by different groups. When the 
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developed countries were go ing in vigorously· for the protection
ist policy, there existed a vocal section in the North itself argu
ing against protectionist policies. However, these voices did not 
finally prevail. Therefore, the interest groups which ultimately 
dominate determine the policies. The policies which are deteri
mental to the South are not due to the fact that the South does 
not show enough appreciation of the problems of the North but 
because the dominating power blocs · in the North pursued 
certain policies. 

Perhapsr one could also attribute the failure of negotiations 
to some extent to the international ·bodies. I think when the 
Khus.ro Group points out that the surveillance should be, more 
o r equally strictly, operated on the policies of the developed 
countries, the role of the interna tional institutions in putting 
the policies of the developed countries in proper direction be
comes very important but they have failed in this. It is because 
of this that some of the self-defeating or unproductive policies 
have emerged. 

As for the question of technology, I find a paradox in the 
context of comparative advantage. In some sense, advancement 
of technology and persistence of normal comparative advantage 
pattern in world trade seem to be conflicting with each other. 
The technological changes taking place in some of the Northern 
countries in products like textiles or shoes are really wiping out 
the natural competitive advantage of the developing countries. 
F or instance, Japan is going in for the robotisation even in tex
tile manufacturing. Not only cutting of the cloth but even stitch
ing o f the cloth is being robotised. Then where is the question 
of labour ·based c?mpetitive advanta~e .~or the developing 
countries? There JS, therefore, a certam ktnd of contradiction 
whether you should go in for labour-intensive forms of produc~ 
tion for retaining your competitive advantage on the basis of 
labour-endowments or adopt the most modern technology and
how most modern-and whether we can absorb that and com
pete with the developed countries for comparative advantage. 
As Dr R aul Prebisch was pointing out, we must have more 
trade within the South for goods which we were importing from 
the North. Then the major questions are: what kind of techno
logy we go ... for and what are the hctors which would determine 
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the · complementaritics in production and trade, etc. among 
developing countries. 

In. regard to the points made by Dr Khusro, I feel it is not 
only the que~tion of identifying the potential but also, · and 
more importantly, of identifying the impediments that . are 
coming in the way of South-South cooperation. Some of th~ 
impediments a re induced by the structural factors while others 
by policy factors. Both kind of impediments have to be identi
fied. Instead, there is a lot of potential, but unless these impedi
ments are removed we cannot possibly go much far. 

In the list of issues which we (Research and Information 
System for Non-Aligned and other Developing Countries) 
circulated among the participants, we have stated that there is 
defined need for a South-South Commission. Just as the 
Brandt Commission and the Pearson . Commission went into 
specific questions of North-South relations, there is need for 
a body of people not only for generating ideas but for generat
ing certain operational programmes and strategies for fostering 
South-South cooperation. In the coming years, we have really 
to give operational content to South-South cooperation that can 
be put into the form of operational schemes. 

Concluding observations by Dr L K Jha 
First of all, going to Dr Prebisch's lecture, I think, there is a 
very important point when he talked of subsidisation rather 
than tariff preference for promoting South-South trade, this 
implies tha t the burden of promoting the export of capital 
goods among developing countries should be borne by the 
exporting country and not by the importing country. I think it 
amounts to fa irer burden-sharing. After all, we subsidise our 
exports including sugar to the richest couutry. And yet when it 
comes to capital goods which are high cost, partly because of 
our own taxation and we have to fight against consumer prejudice 
which is goi ng against us, to say that the importing countries 
(often developing countries) which have that prejudice, will further 
make the sacrifice of paying more for our product, by giving a 
preference is, I think, trying to put the burden unreasonably on 
the other side. So we have to have some measure of introspection 
and a$k ourselves whether we are, in fact, in the interests 9f 
South-South cooperation, trying to pursue our .own interests. jn 

57 



the same kind of manner which the North has been doing 
towards the South. That a ttitude is clear on the part of the OPEC 
countries with regard to capital and others may have the same 
kind of attitude towards capital goods exports. So a certain 
amount of rethinking is necessary. As Arjun Sengupta pointed 
out, while there is the political concept of the South, unless you 
can demonstrate that an agreement or an understanding is 
advantageous to both sides in almost equal measure you will 
get nowhere. 

Secondly, as for global negotiations, I go a long with those 
who have questioned the desirability or wisdom of pursuing the 
very same track in which we have been moving so far and got 
stuck. We can go on saying that the North suffers from a lack 
of political will using all the usual phrasses and adjectives. But, 
as people very directly involved in the matter have said, global 
negotiations are virtually dead, and they were dead from the 
beginning, from the very day the Americans declined to partici
pate and we did not have the courage to say that we shall have 
the negotiations without the Americans. If you attach so much 
importance to the participation of one country then you are 
likely to the held to ransom by implication of your own initia
tive in the matter. Therefore, any meeting of a smaller group 
which does achieve something is preferable to hop'mg for some
thing radical, global and all pervasive (in terms of subjects) to 
take place. People may go on talking about it in the UN but 
nothing will happen in the field. Therefore , some rethinking on 
the above line or approach is very necessary. In South-South 
cooperation also we should not get into the trap as we did in 
the North-South negotiations. It was something global in 
character. After all, India, Yugoslavia and Egypt had a trian
gular understanding a t one time. We could have had many 
more countries coming into such understanding. l think those 
initiatives where there is clear mutuality of advantage, among 
developing countries, need to be pursued much more vigorously 
and identified more effectively. 

The third point relates to the question of finance, South 
Bank and all that. I do attach great importance to finance but 
in talking of South Bank I think we are creating an unnecessary 
mental block. If what is being financed is seen to be profitable, 
money will flow in from the North as well as from the South. 
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Bankers of Zurich will not be lacking at all in their desire to 
invest if you have a system or a project in which both security 
and profitability are assured. If that is provided, the Arabs will 
also come in. In other words, if you create the feeling that 
somehow we are aski ng the Arab countries to give soft aid and 
the South-South Bank is also a form of IDA, then that concept 
is killed. So Je t us not talk of South Bank, but of finance for 
something which takes place between the South but something 
which is eco nomically so und, secure and profitable. You will 
then find that people will provide money. Similarly, in the 
matter of an international conference, you decide to h ave a 
conference and say those who want can participate and if you 
have enough people participating from the South you will find 
others wanting to say if they can be present. We are, in these 
matters, somewhat a victim of our own phraseology and 
approach. 

Finally, I come to technology. I think it is very very impor
tant but in this matter we need much deeper thinking than we 
have done so far. On the one hand, we go to international 
conferences and ask the North, why they are not transferring 
technology to us. Domestically, on the other hand, we have an 
attitude of putting restrictions on the import of technology on 
the ground that it might thwart the development of our own 
technology. Much more important, and this is the point I am 
trying to make, we have major reserva tions about the use of 
modern technology in our industries because we see in it a 
threat to employment. Until we come to a consistent position 
regarding technology use within our.own country, we cannot 
have a policy about technology import or export. In this 
matter one of the important distorting factors is taxation 
especially indirect taxation. Any product of technology is taxed 
higher than a natural product. So we allow wood material to 
go untaxed as packing material, destroying our forests, but if a 
synthetic substitute is used it is taxed so heavily that it becomes 
uneconomical to use. We a llow cotton, production of which 
competes with food production, to be the cheapest form of 
clothing material but its synthetic substitute is taxed so much 
that it is out of the reach of the common man. This kind of an 
in-built anti-technology ou tlook, which comes perhaps from the 
strea ks of austerity and everything else which we have had in 
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the past, is coming in the way of having a sa ne policy towards 
technology domestically. And until you have a sound policy 
for technology at home, that is a policy for its use, its develop
ment, etc., you cannot have a sound policy regardmg inter
national matters. 

·Finally, a point has been made that developed countries will 
always be way ahead in terms of technological leaps in the com
ing years. I do not think we should set our goals and targets in 
terms of becoming competitive, remaining equal or getting 
nearer to the developed countries. If somehow we can assure 
our people a much better standard of living in the next ten 
years than now, then I would not break my beat if the 
Americans are more prosperous. 

So the domestic side of the whole development game and 
interna tional economic order discussions should not get dwrafed 
by the rhetoric and issues which in an international conference 
seem to gain importance. 

VOTE OF THANKS BY DR V R PANCHAMUKHI 
., 

I would like to express our. thanks to Dr Raul Prebisch for 
having delivered a thought-provoking Keynote Address. We are 
grateful to Dr L K Jha for having agreed to chair the sessions 
and so excellently carried the discussion through this afternoon. 
I would like to thank all the participants also who have res
ponded to our invitation. Last, but not the least, this seminar 
would have taken place if Dr Abid Hussain and the Commerce 
Ministry in particular had not throught of asking us to organise 
this, and providing the necessary financial support to it. We 
are grateful to the Commerce Ministry and Dr Abid Hussa-in in 
particular. We do hope that with the support and cooperation 
of all of you, RIS would soon develop into an intellectual forum 
of the South for a frank and open discuss ions on various 
national and international issues of current concern. I would 
like to thank, once again , all of you, for making this seminar a 
useful and fruitful one. 
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Appendix 





Some Issues which could be 
discussed at the Seminar on New 
Perspectives in North-South and 
South-South Economic Relations* 

1. In recent years several alternatives of conceptual frames for 
analysing the North-South economic relations have been pro
pounded. They range from the thesis of total dependency at one 
extreme to that of complete independence at the other, with 
various degrees of interdependence as the intermediate models. 
The theory of dependency initiated by the thinkers in the Latin 
American world has brought out the various effects on the 
'periphery' of the economic activities of the 'centre'. What 
damages the ''Peripheral Capitalism" has brought to the peri
pheral countries? Is Dependency Theory capable of throwing up 
policy options to the South? What would be the desirable 
framework of inter-relationship between the North and the 
South in the coming years? Or one could raise the question as 
to how the approach of interdependency be fostered between the 
North and South so as to get a better share in the benefits of 
global development for the South. 

2. It is often observed that the benefits of technological 
advancement in the North have not been distributed in a fair 
manner between the North and the South. What should be the 
operational mechanism for bringing about a change in the 
structure of this distribution. In the recent years, it is also 
observed that "indiscriminate" technology developments in the 
North in regard to goods of export interests to the developing 
countries have threatened to disturb the natural pattern of 

"This note was circulated a mong the participants prior to the Seminar. 

63 

~ -------



comparative advantage in the world economy. What kind of 
norms could be introduced in regard to technological changes 
and distribution of the benefits of technological changes. 

3. Dr Raul Prebisch has eloquently argued in one o f his 
studies that the Great Depression of the thirties necessitated 
radical changes in economic theory and that the current crisis in 
capitalism a lso shows indica tions for .such a rethinking. What 
could be the dir'nensions and directions 'in regard to changes in 
economic . theory and approaches? Will market forces deliver the 
goods? Js free trade in the world economy optimal for all the 
participants? Should the intervention by the public sector be 
minimal or maximal? 

4. In recent years, there has been a disturbing phenomenon 
of reverse transfer of resources from the South to the N orth. The 
net transfer of resource from North to South is estimated to be 
negative in both 1982 and 1983. Pace of the · flow of inter
.national private investment has also been considerably . reduced. 
How would all this affect the growth prospects in the. South? 
.(Net tra nsfer of medium and long-term lending from private 
sources to developing countries was a negative S7 billion in 

.1982 and estimated as negative S21 billion in 1983). 
5 .. How far the idea of the Debtor's Club proposed and 

.discussed at the New Delhi Summit of the NAM in 198.3, could 
provide a bargaining power to the South. Are the Latin 
American countries moving in that direction in recent months? 

6. Would the recent experiences in regard to debt-burden 
.and the crisis it created, throw up the hypothesis that debt-led 
·growth is detrimental to the long-term interests of the South? 

7. Despite the consistent efforts of the UNCTAD and other 
bodies, the objective of getting fair and remmuoerative prices to 

.primar~ produce.rs has not been achieved. Ir.onically enough, 
,the prrces of prrma.ry products llave ,collapsed to u.nprecedented 
.extents . . How does one explain this? What strategy becomes 
_relevant in the present context? . 
'· 8 (a) It is often. argued that South-South coopera tion des~ite 
~conc~rted efforts, at least in some regions, has not made signifi
cant progress. What have been the real impediments-:-:-:both 

. stru.ct~ral fanh\1 poliqy induced? Is the fear true .that some .big 
countnes o t e South may act as centre for other sma ll count
ries to perform as peripheries and that all the adverse· effects· of 
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the dependency framework may emerge once again within ' the 
South itself? How could one overcome such apprehensions in 
working out operational schemes of cooperation? (b) Do the 
countries of the South really lack complementarity as is often 
alleged':! Should similarity in stage of development and · produc
tion structures necessari ly be an impediment to the generation of 
complementarities? If that is so, how did the member states of 
EEC overcome this problem which they faced on the eve of the 
formation of EEC? Is it possible for the developing countries, 
at least on a regional or sub-regional basis, to foster harmonisa
tion in their investment and production programmes and ' also 
policy changes? What should be the operational mechanism in 
this regard? 

9. What a re the prospects for the proposal of South-South 
bank for facilitating development and cooperation in the South? 
How could the OPEC members of the South be induced to 
support this proposal? One could also ask as to how the pro
blem of scarcity in resources for development of the South 
could be sorted out with their own efforts and with the support 
of the international institutions and the North. 

10. What are the factors responsible for stalemate in the 
North-South negotiations? Has the oil power, commodity 
power or any other conceivable bargaining power of the So11th 
considerably dwindled in the recent years? What strategies 
should the South adopt in this context? Could the strategy of 
collective self-reliance be given an operational content for 
making it appear as a factor in bargaining power of the South? 
Is it desirable and possible to foster mini-global negotiations 
with the participation of sympathetic countries of the Nonh on 
specific issues? How should the countries of the socialist Eastern 
block be induced to associate themselves genuinely with the 
global issues of new international economic order? 

11. It is often made out that the present predicament of the 
South is largely due to the situation of recession in the North 
and that once the North recovers the problems of the South 
would be adequately sorted out and thereafter the efforts.for 
New International Economic Order (NIEO), or restructuring 
of production, etc. may not be necessary. Would such a simplis
tic .view of the future of the NIEO debate be. justified? Is the 
recovery in the North supposed to have started recently, real 
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and of stable nature or is it one of the usual unstable cyclical 
humps? It is widely known that the United States economy, 
with the so-called recovery in regard to the growth, has been 
still experiencing huge deficits on current account, ranging upto 
one billion dollars. This raises the doubts in regard to the 
process of recovery. 

12. Would the existing institutional structure based on 
Brettonwoods system be able to cope up with the growing needs 
and aspirations of the developing world? Is it in the interest 
of the South to ask for radical innovations in rl!gard to the 
institutional set-up or would some marginal reforms/changes be 
enough? In the latter case, what are such marginal changes? 
The Export Group set up by the Seventh Non-alignment Move
ment Summit Conference (New Delhi) has emphasised the 
convening of an international conference on money and finance 
for development. What are the prospects of such a conference 
being convened in the future? What should be the strategies of 
the South if such a conference is held? 

13. It is often pointed out that analytical preparedness of 
the South in regard to international economic issues and intern
ational negotiations is rather inadequate and as such the policy 
options and the debating strength which should be forthcoming 
by the South in North-South negotiations do not provide much 
milege to them. How should this lacuna be overcome? In this 
regard, what kind of operational schemes may be adopted by 
the Research and Information System for the Non-aligned and 
Other Developing Countries (RIS). in order to fill this lacuna? 
What are the implications of establishing a South's Secretariat or 
Support System for G-77? Would it be usefu l to set up a South
South Commission -on the lines of Pearson Commission or the 
Brandt Commission- to sort out the issues of South-South co
operation and to work out operational strategies in this regard? 

14. The following interesting observations of Dr Rnul 
Prebisch, made in different contexts, from time to time, arc 
quite relevant in the present world economic situa tion. One 
could perhaps discuss about them. 

i) "The industrialisation of Latin America is not incompa
tible with the efficient development of primary 
production.'' 
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ii) " The more active Latin America·s foreign trade, the 
greater possibility of increasing prod uctivity by means 
of intensive capital formation. The solution does not lie 
in growth at the expense of foreign trade, but in knowing 
how to extract, from continually growing fore ign trade, 
the elements that will promote eco nomic development." 

iii) " If industrialisat ion is considered to be the means of 
attaining an autarchic ideal in which economic consider
ations are of secondary importance, any industry that 
can produce substitutes for imports is justifiable. If, 
however, the aim is to increase the measurable well-being 
of the masses, the lim its beyond which more in tensive 
industrialisation might mean a decrease in productivity 
must be borne in mind." 

i v) "In my opi nion the conventional theories exhibit the 
great defect of having disregarded and continuing to 
disregard, systematically, the social structure a nd its 
constant modifications. They cannot therefore serve 
towards an understanding of the crucial phenomena of 
the present. In my opinion this crisis of capitalism is a 
structural one-a serious structural crisis more complex 
and difficult than what I experienced as a young econo
mist in the 1930s. That was cyclical, a difficult crisis but 
it was overcome." 

v) " Its hope is that market forces, the so-called laws of the 
market, will solve our fund amental developmental pro
blems. I want to say this: I recognize that market forces 
have great importance, but they do not solve the basic 
problems for us. Have they solved our problems of 
irresponsible exploitation of natural resources, the envi
ronment, income distribution and capital accumulation? 
T he market is something of great value and must be pre
served, because the a lternat ive is that basic decision-mak
ing about the system takes place from above-by those at 
th~ top of the pyramid - and this is incompatible with 
broader demccratization and with political a nd personal 
freedoms. But it is a great mistake to conclude from this 
that market forces alone will solve all the problems. The 
market has no such magic. These forces must be com-
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bined with State intervention, which need not extend to 
the routine details of the economy, simply to the intel
ligent handling of the mainsprings of the system." 

vi) "We have been waiting a long time for the play of market 
forces, according to the leading theoreticians, to solve 
our problems of development and income distribution. 
The belief was that market forces would spread the bene
fits of technological progress. I maintain that this is not 
so. I maintain that a new rationality must be sought, but 
not one based on hegemonic interests; rather, one based 
not merely on economic and socia l objectives but on 
eminently ethical ones". 

vii) "Technological innovations were concentrated there 
(North), bringing with them an enormous increase in pro
ductivity, capital accumulation and demand, with great 
impetus to an impressive diversification of goods and 
services., 

viii) "The continuous increases in productivity were not trans
ferred to the rest of the world through falling prices. For 
better or for worse, capitalism would have been quite 
different had this happened." 

ix) "The economic surplus is of paramount importance. It is 
the main source of capital accumu lation. But at the same 
time it is the basis for the privileged-consumer society, 
incessantly . stimulated by the techniques of the mass. 
media, to the detriment of capital accumulation. A capital 
accumulation that is essential to abso rb progressively, 
with higher technology, the labour force of the lower 
social strata. This is one of the ma in reasons for the 
tendency of peripheral capitalism to exclude large masses 
Of the population, a tendency aggravated by the excep
tional rate of population growth , particularly in those 
lower strata: another consequence of scientific and techno
logica l progress." 

· x) "Consequently. in this process of continuous innovations 
and diversification of goods, the periphery has again been 
left on the sidelines. The two rounds of trade liberalisa-.•' . 
tion, the Kennedy and the Tokyo rounds, have promoted 
an enormous increase. of industrial trade between the 

68 



centres, but very little benefit for the periphery. No 
meaningful facilities were given to those goods where 
domestic fi rms have acquired competitive abilities or could 
do so if markets were enlarged. Protectionism persists 
and even increases." 
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