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Overview

Origins and
evolution of the concept

Branislav Gosovic and John Gerard Ruggie

Seldom has a phrase or a symbol associated with the United Nations attracted as
much attention as the concept of a New International Economic Order (NIEO).
This is true not only for Third World countries whose aspirations it reflects. The
phrase has also become commonplace in the developed countries’ press and the
public in these countries has become acquainted with the idea. The concept has also
been given ever greater prominence and coverage in social science journals and
academic discussions in the developed countries—circles which for many years had
remained aloof from or managed to ignore Third World problems and their linkages
with the dominant structures and institutions of international economic relations.
Lastly, top decision-makers in these same countries have begun to demonstrate
greater sensitivity and concern about North-South economic relations.

The phrase ‘New International Economic Order’, as articulated at the sixth
special session of the United Nations General Assembly and since, itself has no
magic power to attract the attention nor engender the controversy it has provoked.
However, placed in the context of the processes, negotiations and events of the past
two decades, and especially of the last three to four years, it does acquire a rather
special meaning and importance. It is our intention here briefly to review some of
the highlights in the evolution of the concept of the New International Economic
Order—to indicate its origins, its major components, and the continuities and dis-
continuities it represents.

Any point of entry in tracing the substantive meaning and origins of the NIEO
concept is somewhat arbitrary. In chronicling institutional developments, one can
go back as far as the abortive United Nations debates over the Special United
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Nations Fund for Economic Development (SUNFED) which took place in the
early 1950s. Or, one can choose another, less distant landmark and indeed a turning
point in the evolution of development ideas and policies, the 1961 resolution of the
United Nations General Assembly which led to the convening of the first United
Nations Conference on Trade and Development (UNCTAD).! This was the first
time that a coalition of the developing countries from the three continents emerged
to show its voting strength in the United Nations, eventually overcoming the oppo-
sition of the developed countries to the holding of the proposed conference. Equally
important was the July 1962 Cairo Conference on the Problems of Economic
Development, which brought together representatives and observers from thirty-six
developing countries. It recommended that the developing countries should protect
their common interests within the General Agreement on Trade and Tariffs (GATT)
as well as co-operate to strengthen the economic and social activities of the United
Nations.? Together with the launching of the first United Nations Development
Decade,? these events marked the beginning of developments in the United Nations,
which eventually made it possible to challenge the basic premises of the established
international economic order and of the institutions embodying them.

The 1964 Geneva United Nations Conference on Trade and Development
represents a critical event in the evolution of the NIEO. Its Final Act contains most
of the basic principles, proposals, measures and problems that have been considered
and discussed in international development forums ever since.* It enunciated a new
set of goals to strive for and a programme that differed from the traditional wisdom
and rules of the post-war liberal international economic order including the regu-
lation of commodity markets, preferential access to the markets of developed
countries for exports from developing countries, and development assistance targets.
Moreover, it recommended the creation of a new institution devoted to the realiz-
ation of these goals; thus UNCTAD was born.®? As important as these results of
UNCTAD 1 was the emergence of the Group of 77 as the negotiating instrument of
Third World countries. Its declaration at the end of the conference indicated both
the quest for a new policy of international trade and development, and the intent to
maintain and strengthen its unity as an ‘indispensable instrument for securing the
adoption of new attitudes and new approaches in the international economic
field’.® A direct consequence of the emergence of the Group of 77 was the de facto
institutionalization of the group system of negotiating in UNCTAD, eventually
to spill over into other United Nations forums and functional areas and to become
the standard mode of interaction between rich and poor nations on the global level.

UNCTAD 2 and UNCTAD 3 exemplified the general character of North-
South negotiations in the 1960s and early 1970s: few ‘serious negotiations’’ and
relatively meagre and non-commital outcomes.® But together they did serve to
articulate and clarify fresh issues and proposals—including the role of transnational
corporations, the transfer of technology and reform of the patent system, the
Special Drawing Rights link and reform of the international monetary system, and
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the debt burden of developing countries—which were subsequently to impress the

international community.?

The Second Development Decade Strategy was adopted in 1970. In spite of
its weaknesses and inadequacies, it was important because it sought to construct
an integrated approach to development, based on a comprehensive strategy. This
introduced a more holistic perspective into international economic relations, with
potentially significant consequences for the future.?

Thus, development diplomacy up to 1970 may be said to have been charac-
terized by a good deal of motion but very little real movement.

During the early 1970s, this context of North-South relations began to change
for the following major reasons:

The collapse of the Bretton Woods monetary system, the devaluation of the dollar,
and readjustments in the economies of the principal industrial powers of the
West introduced general fluidity into the situation.

The series of United Nations conferences, beginning with that on the environment
in 1972, and including those on population, food, and the law of the seas,
stressed the idea of connectivity and interdependence of problems and
solutions. In particular, the 1972 Stockholm Conference on Human Environ-
ment (UNCHE) saw the developed countries espouse the concepts of ‘space-
ship earth’ and of ‘common heritage’, speak about the interdependence of
countries and stress the need for conservation and wise management of
natural resources for the well-being of the earth’s inhabitants and future
generations. Here the developing countries seemed to have a potential
bargaining lever in their hand. And the developed countries could no longer
argue against issue-linkage and comprehensive approaches nor ignore global
solidarity and welfare when it came to developmental issues.

Some important advances were beginning to be made in development thinking. For
one, the concepts of linear development in the footsteps of the developed
countries and of the ‘trickle-down’ theory came to be questioned, and the idea
of collective self-reliance gained currency within the Third World. Moreover,
greater attention was being paid to the quality of development, whereas
previously the main stress had been placed on quantitative targets and
objectives; in certain forums, as at Founex for example, attempts were made
to redefine the concept of development and to differentiate it from mere
economic growth.

Even so, these changes were largely conceptual and confined to relatively narrow

circles, or they represented events over which the Third World had little control.

But then, in 1973, two events took place that are largely responsible for the present

state of the NIEO debate: the Fourth Summit of Non-Aligned Countries held in

Algiers in September, and the so-called oil crisis of October and the emergence

of OPEC as a powerful instrument of the oil-producing countries.

Many developing countries had perceived the environment and population
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conferences partly as diversions from the crucial development issues that were to be

found in trade, monetary and finance matters. And they had become increasingly

dissatisfied with development thinking and action. The Algiers Summit responded
to this feeling. It called for the convening of a special session of the United Nations

General Assembly exclusively to consider the development issue. It also outlined

the basic conceptual framework and programme for action to attain what it referred

to as a ‘new international economic order’, although it did not give prominence
to the very phrase.!! The General Assembly thereupon called for the convening of

a special session to consider the state of international development and economic

co-operation, institutional changes in the United Nations system to make it a more

effective instrument for development co-operation as well as expanding concepts
and dimensions of development co-operation.!?

At this very point the so-called oil crisis and the embargo occurred. Initially
an outgrowth of the October war, in the Middle East they added a wholly new
dimension to North-South relations. For the first time, the powerful developed
nations experienced a situation in which decisions vital to their welfare were being
taken elsewhere. This demonstrated to developing countries the potential of united
action. The oil crisis also triggered the sixth special session of the General Assembly,
on raw materials and development.?® Thus, the sixth special session inadvertently
and in a radically different setting took upon itself some of the functions that the
developing countries had hoped to assume with their Algiers Summit initiative.

The decisions adopted by the sixth special session represent the formal basis
of what has since come to be known as the New International Economic Order.
To the Declaration and the Programme of Action on the establishment of a NIEO,
adopted by this session, the developing countries sought to add a code of conduct
for States in their economic relations, which took the form of a Charter of Economic
Rights and Duties of States, called for by UNCTAD 3 and adopted by the General
Assembly in the autumn of 1974.1®

The major portion of these documents and the conceptual framework that
they embodied did not in fact represent anything strikingly new or original. Rather,
they pulled together into a comprehensive package the principal components of
various international decisions, recommendations for action, and declarations
worked out in previous years.

However, there were certain new elements which have been in contention ever
since:

The explicit linkage of oil with the whole set of unresolved problems on the agenda
of North-South relations, and the emergence of OPEC as a negotiating
instrument for the Third World.

Emphasis on a new international economic order, implying that the old order was
to be discarded and replaced.

Stress on permanent national sovereignty over natural resources and the right to
nationalization according to national laws, as a basis of self-reliant action
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of developing countries and as a fundamental premise of the new international

economic order. Closely related to this was the regulation of the operations

of transnational corporations through international agreements and action.
Indexing prices of commodities exported by the developing countries to prices of

manufactured products they import.
New modes of negotiation for the Third World vis-a-vis the developed countries,

such as producers’ associations.
It is no surprise that these elements encountered the most serious opposition of the
developed countries and led to considerable acrimony and less than full consensus.®
They all implied significant changes in international economic relations. They also
indicated that the developing countries sought to enter into closer and better
organized and institutionalized relationships with each other. This new trend
towards greater common action was quickly demonstrated at the 1975 Dakar
Conference of Developing Countries on Raw Materials, which laid down the
principal guidelines of their co-ordinated action in the commodity field, and later
that year by the Lima Conference of the Ministers of the Non-Aligned Countries,
which agreed on a series of concrete measures to give backing to the various
decisions taken at the previous meetings of the non-aligned, including the estab-
lishment of a Solidarity Fund for Economic and Social Development as well as a
Special Fund for the Financing of Buffer Stocks.'” The OPEC example and OPEC
funds made it possible to advance many components of collective self-reliance
enunciated in Algiers in 1973.

The NIEO negotiations gained prominence for the industrialized countries
as oil diplomacy became progressively entangled with, and linked to, new economic
order concerns, and as it became clear that the developing countries would maintain
their group bargaining stance and insist on an integrated approach to current
problems. The Seventh Special Session of the General Assembly took place in this
setting.1®

The proceedings and outcomes of the seventh special session demonstrated
not so much that countries have changed their positions on the economic objectives
they pursue and the instrumentalities of economic organization they prefer, but
that the developed countries are now willing to address a wider array of problems
and possible solutions than in the past, and that the developing countries are
prepared to forgo consideration of certain topics which, if raised, were sure to lead
to further acrimony, for the sake of reaching consensus on other, less controversial
issues.’”® The session, in fact, indicated considerable divergence among the indus-
trialized countries, some being quite supportive of Third World demands. But the
major and most powerful among them generally refuted the notion that the world
was embarked on the establishment of a NIEO; they maintained as their chief
objective the preservation of the essential characteristics of the post-Second World
War international economic order and resisted an integrated and structural
approach to these issues, preferring incremental, fragmented and compensatory
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measures. Yet even these came prepared with substantive and, in some cases,
substantial proposals and counterproposals. In short, the proceedings benefited
from a commitment to negotiate and acknowledged that the market-oriented inter-
national economy needs to be adapted to new circumstances, including the reality
of Third World countries’ capabilities to create instability and uncertainty in inter-
national economic relations. It is this commitment to negotiate that led to the
optimism at the close of the seventh special session and to the feeling that, after a
standstill of more than a decade, development diplomacy was newly energized.

The seventh special session discussed the parameters of future policy options
and established broad guidelines for specific measures to be negotiated subsequently.
It is thus one component, or perhaps a threshold, in a more encompassing and
longer-term process of negotiations. That this process will be a difficult and frus-
trating one, and that many of the old weaknesses and characteristics of international
development negotiations will persist was clearly shown by the subsequent events
at the Paris conference, which has yet to commence concrete negotiations, and
at UNCTAD 4. Yet the feeling that things have changed has also been maintained.
UNCTAD 4 was a clear sign that a new phase in international co-operation for
development and in the relations between developed and developing countries has
been entered, one in which it is increasingly likely that operational meaning will be
given to the NIEO policy framework.?®

In concluding, we should note that soon after having been formulated, the
concept of a NIEO began to acquire a much broader meaning than that reflected
in the resolutions of the sixth special session. It now also subsumes the institutional
restructuring of the United Nations system to meet the requirements of building a
new international economic order. But if this is to be effective, it also implies certain
changes in the Bretton Woods institutions and GATT, which have been at the base
of the ‘old’ international economic system. Moreover, the current state of NIEO
negotiations reflects only one aspect of such an order, that concerning the politics
and structures of economic relations between the North and the South. Yet the
concept must eventually also subsume domestic structural change in the developed
and the developing countries alike, without which transition to any new international
economic order will be difficult and incomplete. The allocation of power, income
and wealth domestically, and even general patterns of development and life-styles
are all intimately linked to the structure of the international economy (and vice
versa). Because they belong to the sensitive area of ‘national jurisdiction’ and
because they threaten entrenched interests everywhere, they have been touched
upon only perfunctorily in intergovernmental debates so far. For example, the
seventh special session of the General Assembly skimmed over them, thus not
adhering to one of its original assignments, namely, to examine new concepts and
dimensions of development. These issues, however, cannot be long avoided. The
conceptual foundations for such a global perspective are evolving,?' and the
concerns it encompasses are becoming increasingly politicized and gradually sur-
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facing into intergovernmental deliberations. Perhaps the redefinition of the Inter-
national Development Strategy for the 1980s will offer an opportunity for these new
and vital questions to be considered. Only when this issue linkage is achieved will
the international community be on the path of a truly integrated and comprehensive
approach toward a New International Economic Order.
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