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(GC(VII)/226)
THE FINANCING OF THE AGENCY'!S ACTIVITIES

Recommendation by the Board of Governors for amendment of
Article XIV, B, 1 of the Statute

Records of the Board's discussions

The Board of Governors has requested the transmission to the General Conference
of the records of its discussions in February and June of the current year on the question
of financing the Agency's activities,[1] The relevant extracts from the official records
in question are consequently reproduced below, Attention is drawn to the fact that the
circulation of all documents bearing the symbol GOV/. .. referred to therein is restricted
to Members of the Agency for their official use.

[1] See paragraph 3 of the Board's resolution of 18 June reproduced in
document GC(VII)/ 236, Appendix A.
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EXTRACTS FROW THE OFFICTAL RECORDS OF THE BOARD OF GOVERNORS
A, 307th meetings 20 February 1963
(QOV/OR, 307, varagraphs 1-66)

THE QUESTION OF FINANCING THE AGENCY'S ACTIVITIES (GOV/848, 848/Add.l and 2,
861, 8703 GOV/INF/TC)

1. Mr, MICHAELS (United Kingdom) recalled that Resolution GC(VI)/RES/123,

adopted by the General Conference at its sixth regular session, requested the

Board to study the question of financing the Agency's activities., In order to
facilitate the Board's study, the United Kingdom had submitted further proposals
(GOV/861) based on the amendment submitted to the General Conference1 o The
document in question sct out the rcasons why Article XIV of the Statute should
be amended and tried to dispel the misgivings expressed by various Member States

with regard to the draft amendment.

2. Although the United Kingdom proposals might not be perfect, they would serve

es a basis for logical discussion and a fruitful exchange of views in the Board.

3. Some Governors had opposed the adoption of the United Kingdom amendment
because they did not consider that any problem existed, That reluctance to
face realities would merely paralyse the Agency's activities. Thoge who

recognized the existence of the problem were, on the whole, in favour of the

solution proposed by the United Kingdom.

4o A technical assistance programme  financed cxclusively by the Agency from
voluntary contributions would never constitute more than a series of projects
whose implementation was doubtful. It was easy just to go on repeating that
technical assistance had necessarily to be financed wholly from voluntary
contributions, without ever questioning the principle involved in regard to
certain basic technical assistance activities. The fact that such a practice

had always been followed did not mean that it should be maintained.

5. He requested Governors to recfer to Annex I to the Director General's
letter dated 18 October 19622/, which showed that some of the regular technical
assistance activitics of the main specialized agencies were financed from
assessed oon.tributions° His delegation did not suggest that the Agency should
try to carry out a complex technical assistance programme exclusively‘finanoed

from assessed contributions, but it believed ilhat the Agency's regular programme

1/ See document GC(VI)/205, Annex I.
2/  Letter L/119-1.
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should be designed to supplement the assistance provided under the United Nations
Expanded Programme of Technical Assistance (WPTA), which was financed from

voluntary contributions.

6o it had also been stated that the proposed system of financing would impose
considerable burdens on the less-developed countries, but that, too, was an
argument which was reiterated Withoutltaking account of the facts., Lnnex IT

to the Director General's letter clearly showed that the effect of combining
the regular budget and a hypothetical operationél budget of $1 750 000 would be
quite trivial as far as the contributions of the great mejority of Member States
were concerned. In order to make the poiﬂt clearer, he had prepared another
table in which he had classified Member‘States in ascending order, according to
the size of their contribution. The table set out, in respect of each lember
State, the particulars which appeared in the table in Annex II to the Director:
General's letter. That form of presentation made it guite clear that the
increase in the assessed contributions of the various Member States would
amount only to some few hundred dollars in the case of countries which paid

the lowest contribution and gould begin to be appreciable only in the case of

the countries mentioned in the second half of the list.

T Some Governments maintained that there was no financial problem confronting
the Agency. In order to refute that argument, it would suffice to refer to
Annex IV to the Director General's letter, which enumerated, separately for

each year, all the contributions in cash, services and kind that the Agency had
received from Member States ever since its establishment. That data made it
perfectly clear that the Agency could not obtain the necessary funds to carry

out all the activities under its own technical assistance programme.

8,. Many Member States feared that if the Agency had a combined budget its
operational‘expendifure would increase very rapidly. His delegation did not
fully share those views for the reasons stated in its memorandum. Some Member
States, however, were afraid that the Agency might be induced to make large
gifts of equipment which could be regarded as capital aid rather than technical
assistance. Undoubtedly the Agency's task shoﬁld continue to be confined to
the provision of technical assistance, and those two concepts should not be
confused., In order to allay thecse fears - which were partly due to the fact

that the Statute did not clearly define the nature of the technical assistance

¢
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to be provided - and for the reasons stated in its memorandumy his delegation
proposed that the Statute be amended with a view to defining what types of '
technical assistance should be provided. Some less—developed countries might
consider that the proposed definition was too narrow. He believed, however, that
it would be preferable to have an assured revenue available for the financing

of a specific programme of technical assistance rather than to undertake more
ambitious projects without ever knowing whether the funds required to carry

them out would be forthcoming.

9. Lypart from the voluntary contributions, which might not materialize, some
gifts in kind had been offered to the Agency, but those offers seemed to be
based on a principle to which he could not subscribe. He guoted, as an example,
the following extract from the comments received from the Byelorussian Soviet
Socialist Republic (GOV/848/Add02, section 2): "The Agency should concentrate
its main attention on ensuring that better use is made of the available funds,
by employing them in a more rational manner for carrying out the basic tasks

for which the Agency is responsible under its Statute and not permitting their
dispersal onsecondary or altogether superfluous activities." That seemed to
imply that the 1ess—dev§10ped countries were regarded as sheep who did not know
what they were doing and had to be tended by a good shepherd. The lesg-developed
countries, however, were entitled to request whatever they wanted, even if other
countries preferred to offer them something which they considered more suited

to their needs, but which they did not necessarily want.

10. His delegation recognized that some countries could not pay even small
additional contributions in convertible currencies. The Agency must, however,
know in advance what use it could make of the local currency to be made available
and, in order to determine what proportion of the contributions could be paid in
non-convertible currencies, it should try to find out what amount it could spend.
In Annex A to its memorandum, his delegation was submitting a proposed amendment

3/

of Financial Regulaticn 6.05 which would permit Member States eligible to
recelve technical assistance to pay the whole or part of their contribution in
their national currency without having to request the Board's authorization in

each case. It also proposed that, under Article XIV of the Statute, it should

3/ INFCIRC/8/Add.1.
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be possible to identify thé expenditure on technical assistance, so that the
contributions which the less=developéd countries might wish to pay in national

currency for that purpose-could be determined.

11. Thos the United Kingdom pmoposals formed e‘logioel and interconnecited
whole. The effect of defining the nature of the technical assistance which
could be provided by the Agency would be twofold: it would alla& the fear that
operational expenditure would increase excessively and it would also provide.a.
basis for precisely determining the expenditure on technical assistance. The
United Kingdom authorities recognized that the proposal regarding:the pajyment
of part-of the contributions in local currency did not solve the problem for
countriés which did not receive technical assistance, and that that problem

require&'oareful study.

12. Referring to the tran31tlonal period, he p01nted out that the amendment

of the Statute relating to the increased representatlon of the area of Afrlca
and the Middle fTast in the Board—/ had come into effect only on 31 January 1963,
i.e. 16 months after its adoption by the General Conference., A similar Waltlng
period was to be expected before the entry 1nto force of the United Kingdom .
amendment, if it was adopted; and in hls view, close on two years would repre-

sent an adequate transitional period.

1%5. He did not intend to ask the Board to take a decision on the United'Kingdom
proposalsy rather, he proposed that they should be referred to the Administrati#e
and Budgetary Committee, with the request that the Committee study at the same
time any other proposals that might be put forwerd, suggest any amendments it

saw flt to make and report to the Board in Junec The Committee's report should
contain a draft reoommendatlon which could be submltted dlreotly to the General

Conference, should the oooas1on arise,

14, . Mr. FMBELYANOV (Union of Soviet Socialist Republics) pointed out that

for the third time within a short period the very important question of financ-
ing the Agency's activities was up for discussion. The matter was again on

the agenda because of a United Kingdom proposal to amend Article XIV of .the
Statute so as . to have a combined budget in the form of a regular budget, to be
financed by regular contributions and to which technical assistance expenditure

would be charged.

4/ GC(V)/RES/92.



GC(VIT)/236/Add.1
page T ) .

15. In statemerits in the Board and at the General Conference the representatives
of many countries had expressed concern at the inadequacy of the Agency's work.

L great many rproposals had been made with a view to improving the functioning

of the Agency and especially its financial situation. Many delegates to the
General Conference had opposed the suggested amendment to Article XIV on grounds
of international law and political considerations, as well as the practice.of

the United Nations and its specialized agencies.

16. The Soviet delegation's views on the United Kingdom proposal were set
forth in detail in-the records of the sixth session of the General Conferencez/.
The Soviet delegation had opposed the proposal because it would change the
character of the Statute fundamentally,. and was in fact tantamount to a review
of the Statute. It was contrary to the principle that the grant of assistgnce
to the developing countries should be a matter of free consent, a principle

on which the work of all organizations in the United Wations family was based.
It would transform freely offered technical assistance into an international
obligation, which was quite contrary to international law. It would entail

unlimited growth of the Ageacy's budget in the future and an unjustified

increase in the assessed contributions of Member States.

17. The Soviet delegation had already pointed out that there was no sound
economic justification for the proposal to merge the Agency's two budgets. The
insufficiency of its financial resources or the fact that it had two bﬁdgets
did not account fpr the mediocre nature of the Agoncy's achievementss fhe true
cause was not a lack of means but the fact that the Agency was departing from
its statutory functions and concentrating its efforts on matters which were of
interest only’to a small group of “estern countries. As one of its promoters,
the Soviet Union considercd that the Agency's long~-term programme of activities
could Be carried out with relatively modest resources, the budget being kept at

a steady level.

18. Study of the United Kingdom proposal in the Board and at the General
Conference had shown that the vast majority of countries were hostile to it.
Thus it was not a matter of chance that.the proposal had been formally

withdrawn from the agenda by the United Kingdom delegation itself.

5/ See, inter alia, document GC(VI)/COM.2/0R.27, paras. 68 to 97.
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19:; The new proposal (COV/861) wasy, in principle; not a whit different from
its predecessor. The purpose of the amendment to Article III of the’Statute
was to provide in the Statute for the financing of technical assistance, and
the amendment to Article XIV provided that the funds should come from the
regular budget.

20, In his opinion, a soluticn should be sought acceptable to all or at least
the great majority of the Agency's Member States. o good could come out of .
ah imposed decision. In financing. technical assistance the Agency should follow
the practiece of the United Nations, which was based on voluntary contributions,
and it should do more to obtain such contributions., -For example, it should

lose no time in implementing the socialist countries' proposal concerning a
programme of technical assistance to the developing countries,6 under which

the equipment and apparatus needed for medical centres and physics laboratories,
as well as free fellowships, would be furnished. It might request Mémber States

to undertake certain resgearch and to pass on the results obtained.

21. The Soviet Union's attitude on that subjecf had been clearly explairied in
a letter from the Resident Representative of the Soviet Union, dated 27 December
1962 and was reproduced in section 14 of the Annex to the Director CGeneral's

memorandum (GOV/848), which he would read out.

22, The main effect of the United Kingdom proposal would be to force Member
States to furnish, as it were, obligatory technical assistance to other  countries,

Such a step would bte utterly senseless, since any grant of assistance should

be a voluntary act.

2%. For all those reasons it seemed to him that the only proper way of solv1ng
the problem was to malntoln the existing system of providing a551stance"

consequently there was nc need to study the proposed amendments to the Statute.

24. Mr., STEWART (South Africa) called the Board's attention to paragraph 9
of the Director General's memorandum and to note 13, acocrding to which the
Government of South Africa was among those that considered it unnecessary to

amend the Statute at present, That did not reflect precisely the opinion of

6/ GC{VI)/COM.1/67/Rev.1l; see also GC(VI)/RES/131.
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his Government, which had always emphasized the need to find ways and means of
improving the Agency's financing of its operational expenditure, and had
indicated its willingness that that should be done by way of amendment, provided
the amendments were accepted by a large majority. In its observations on the
subject the Government of South Africa had added that it would be easier ﬁo
find a solution once the United Nations General Assembly had taken a decision
on the somewhat similar but not directly related problem before i%, concerning
the establishment of a scale of contributions for expenses not attributabie to
the Regular Budgéto‘ With regard to certain questions of detail in the United
Kingdom proposais, there were a number of matters on which he had views., But’
if, as seeﬁed poésible, there was going to be an opportunity of putting those
forward on a later occasion — particularly when one of the preoccupations to
which he had referred might have been disposed of ~ he would not risk confusing
the issue by raising them at the present stage. He reserved the right to do so
later if the discussion entered into the substance of the United Kingdom's

proposed amendment.

25, Mr. DAS GUPTA (India) said he recognized that the problem of financing

the Agency's activities was in urgent need of thorough study, and that a way of
putting the existing situation right had to be found guickly., The problem had
been raised indirectly at the previous meeting, during the Board's study of the

interim report on long~term plannin L o

26. The delegation of India had already had occasion to express doubts ébout
the adviéability of amending.the Statute and abandoning the system of voluntary
contributions. In that spirit, he had himself made an appeal to Member States
to come forward with voluntary contributions and, when possibie, to increase
them—8-/-° HoweVer,vfhat appeal had not evoked any substantial response. The
situation was therefore such as, if allowed to continue indefinitely, would

adversely affect the ALgency's planning and future activities.

27. The Government of India considered that the problem deserved serious
consideration. If the technical assistance programme could not be financed out

of voluntary funds, recourse must be had to a system of assessed contributions.

7/ GOV/OR.306, paréso 1-49.
8/ GOV/OR.301, para. 9.
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That would not. imply any fundamental change, since Member States already paid
part of their contributions on an assessment basis. It would have to be
rememberéd, however, that some States had balance-of-payment difficulties and
must therefore be allowed to pay part of the assessed quota in their own

currency.

28. The draft resolution submitted by the United Kingdom did not envisdge an
immediate soiution, since it merely proposed that the quéstion should be referred
to the Admlnlstratlve and Budgetary Committee for further examinstion of the
"ways and means of resolv1ng this problem", It Would be difficult to oppose

that proposal but on the other hand he would welcome a further clarification

of the Commlttee s mandate by the addition of the words "in the 11ght of the

views and proposals that have been or may be put forward".

29° The Governor from South Africa had recalled that the United Nations was
at present faced by a similar problem. It might, therefore, be useful to
awalt the results of its work before taking a decisionj the United Nations had
more members than the Agency, particularly among the developing countries, and
the Agency oould‘doubtless profit by knowing what solutipn therhited'Nations
adopted. - o |

30, Mr. CARGO (United States of America) said that his delegation
strongly supported resolving of the Agency's financial difficulties as quickly ,
as possible, The United States view of the matter had been explained at length
on a number of occasions, buti he wished to cmphasize agzin that the flnanclng
of the Agency's activities was clouded with uncertainty and that it was in the
1nuerests of all Member States, espeolal1y the developlng countries, that
megsures should be taken to remedy the situation in a way that would prov1de
some guarantee that the approved programme_could be implemented., The Unilted
States continued to endorse the principlé that financial support for the Agency
should be on a fully assessed basis which Would assure that all Memﬁer States
contributed equitably. In thdat counection the fact that the United States

alone furnished 50% of all voluntary contributions should be noted.

31, The principle involved was not a novel one. The United Nations budget
included several million dollars for technical assistance financed from gssessed
contributions and the specialized agencies, for their part, devoted a large

proportion of their regular budgets to tcohnical assistancs.
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%32, He had listened with much interest to the comments of the Governor from

India, who had recognized the seriousness of the problem and quite rightly

linked it to the problem of long-term planning. “hatever the scope of the
R

Agency's long—term programme was to pe, it wos AProriap tc devige a method of

financing 1t which would be reliable

33, While the United States delegetion agreed fully with the objeciives set

forth in the United Kingdom mamorandum (GOV/861}, it did not endorse all the

"

points made there. ¥as 1t really necescary to anend Regulation 6,05 of the
Financial Regulaticns to achieve tho objective -~ one which his delegation
endorsed —~ of a71uw1ﬂg paynent of a pari of agsessed contributions in national
currencies? 8o far as he could ses the provisions of that regulation, which

was in Gisuse, scemed adequate Lo enable couniries to ceoptribute in loeal

currencies to the extent that those could be used by the Agency. The United
States delegation also had some question as to the necegsity of amending the

Statute in order .tc define technical assistance.

54. The question ¢f financing the Agency's activities was clearly important;
and he supported further examination of the various suvggestions in the Adnibig~
trative and Budgetary Committee. It was to be hoped that the Director Gensral
would recelve many more replies %o hig circular letter. Tor its part, the
United States delegation would consider with interest any new suggestions ao i
how the problem might be solved, It was in Tavour of tne éraft resocluticn
submitted by the United Kinzdom (GOV/870), as well as thc substance of the

addition suggested by the CGovernor Trom Indisn.

35 My, McKNWIGHT Ausural said that the views of his Government were

very close to thosc expressed by Canada in its letter of 3 January 1963,

('D
J)

N

reproduced 1n paragranh

5

or the Annex to thc Director General's memorandum
(GOV/BAB)q The principlie of financing the operationel programme from voluntary
contributicns should be waintained: that was s conviection proceeding from the
concern Telt by States Members of all the organizations at the tendency towards
a sharp increase in their budgets. The goals which should be set for the
financing of realastic Agency programmes weuld have a better chance of being
achicved by means of voluntary contributions oncc the long-fterm programme had

been drawn up and approved.


http://orga.nizati.ons

~GC(VIIg/23§/Aiﬁ.1
page 1

36. He would not oppose the United Kingdom proposals being referred to the
Administrative and Budgetary Committee, though the Committee's task in examining

them would not be precise.

37 . Mr. FERRG‘(Hungary) emphasized that there was a divergence of opinion
regarding the advisability of altering the structure of the Agénoy's budget.

One group of countries (which included Hungary) still felt that there was no
need to cﬂaﬁée the financial provisions of the Statute. Another group supported
the United Kingdom proposal which envisaged a complete revision of the Statute.
A third group proposed reforms, contending tha% the Agency was experiencing
financial difficulties and that in cne way or another it had to be assured of
regular and sufficient financial and other resources if it was %o carry out its

operatiqnal‘prqgramme~as planned.

%38. In order: to justify amending the financial provisions of the Statute,-the
latter two groups of States argued, first, that the Agency's financial -diffi-
culties were an inevitable consequence of the system of voluntary contributions
and, secondly, that the Agency must have sufficient means to carry out its
logguterm programme and to expahd its programme of technical assistance to the

developing countries.

39, However, so far as the Hungarian delegation could see, there was no proof
that the difficulty of financing the operational budget was due to the system of
voluntary contributions. If it were, EPTA and the major programmes of other
organizations gffiliated to the United Nations involving, in one form or another,
the provigion of technical assistance to developing countries would face &

financial crisis every year.

40, In the Agency, as elsewhere, the financial anomalies were not due to the
"operational" budget, which was based on the sacrosanct principle of voluntary
contributions, but to the gulf between the operaztional programmes and the funds
provided to finance them.' Thus, ‘the problem was one of planning, and of
adapting the programmes to the material resources available to the Agency. It
seemed reasonable to suppose that the reason why fhe General Conference had
adopted, at its fifth regular session, a resolution regarding a long-term

programme for the Agency's activitiesg/ was-that it understood the importance

9/ G¢(V)/RES/105.
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of such planning. It was difficult to understand, therefore; why the United
Kingdom delegation and those supporting it maintsined that the elaboration of a
long—-term programme and the extension of the technical assistance provided to

developing countries justified the adoption of the United Kingdom proposal.

41, With regard to the long-term plan, the Agency would like to be able to:
determine precisely, in advance, what it could supply to developing countries
during the next five or ten years and what contribution it could expect from

the more advanced Member States. The main purpose of the United Kingdom proposal
was to inereasc the Golliar consribution of ecach “Tnpber State. The propoeal
should be considered from that point of view and not from the point of view of
the assistance which the sgency could some day provide to developing countries
under its long-term programme. His delegation was convinced that the problem
was not basically one of the system of financing but of long-term planning.

Those were two entirely different questions.

42. He realized therc was a difference between technical assistance and economic
assistance. The technical assistance provided to developing countries met
present needs. The atomically advanced Member States — which, with the excep=-
tion of a few Powers, were themsgelves at different stages of development ~ must
join forces so that the whole world could enjoy the benefits provided by the

use of atomic energy for peaceful purposes. But each country was entitled to
decide for itself what amount it could =2llocate for that purpose. International
life would become wholly capricious if one country were to attempt to interfere
in the affairs of another and to dictate how and to what end it should act. o
international organization would tolerate such unwarrantable interference. The

United Kingdom proposal was, however, directed to that end.

4%, His Government had always felt obliged to contribute, insofar as its
resources permitted, to the provision of technical assistance under bilateral

or multilateral agreements. In that connection he recalled the resolution which
had been adopted at the sixth. regular session of the General Conference on ther
initiztive of the socialist countriesig/c The unanimous adoption of that
resolution proved clearly that means other than those advocated by the United

Kingdom could be used tec develop the "Agency's operations" and, in particular,

10/ ¢c(VI)/REs/131.
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to expand the technical assistance programmes. Those means were based on the
principle of voluntary contributions and satisficd the needs of the developing:

countries, as well as being effective and acceptable %o those countries.

44. There:wéé no real justification fof the United Kingdom proposal and the
reference it made  to developing countries was somcwhat arbitrary.. It might ‘
well be asked why it had been submitted and why its adoption - admittedly with
a few minor amendments - was being urged so insistently. The reply to that
question could be found in the letter sent by the United States Government to
the Director General on 21 December 1962 (COV/848, Annex, section 15), where
it was stated that "..,.. 1t is the United States view that it is of great
importance to place the Agency on a firmer financial basis than it now.enjoys.
The strong support of my Government for efforts directed to this end derives in
part from a general examination by my Government of management problems of all
agencies within the United Nations system". The expression "management
problems" discreetly refleccted & tendency which was becoming increasingly
obvious in the United States. Its real purpose was to impose some of the

financial obligations undertaken by the United Stétes on other countries.

45. An analysis of the table in Annex- II to the Director General's circular
letter of 18 October 19622/'c1ear1y hinted that the United States would bhe the
principal beneficiary of the proposal under discussion. The table showed
plainly that that country's contribution to the technical assistance programme
would be appreciably reduced. According to that--table the new budgetary
structure would offer advantages to 24 countries, but it should be noted that
in the case of 20 of them those advantages would be insignificant, whereas
they would be substantial in the case of the United States. Apart from the
small group of States which would benefit, the dollar contributions of all
other countries, including the Western and sociélist countries, would be very
considerably increased. If the United States Government considered that its
contribution to the programme of technical assistance to developing countries

exceeded its means, it was.entitled to reduce it.

46, His delegation was opposed to the United Kingdom proposal, since there
was no good reason for it and it favoured the interests of a small group of
Member States which were trying to free themselves of their obligations at

the expense of other countries, even though that involved an infringement of
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the Statute. His Government would continue to urge that the Agency's technical
assistance programme should be based on the voluntary contributions of Member

States, so that the resources already available to the Agency could be distributed

under long~term plans,

47 Mr. KRATCZYK (Poland) said that his delegation was strongly opposed
to the United Kingdor cmendment. The adoption of that amendment would be
manifestly at variance with the wvoluntary character of techniczl assistance and
unld also lead to 2 reduction in the volume of tecnnical assistance provided
to developing couniries, whereas the aim of one side of the Agency's acitivities

was to provide such couniries with the maximum possible amount of assistance.

48. Mr., BENAO-HEWAD (Colombiz) reczlled his delegation's satisfaction at

the decision taken at the sixth regular session of the General Conference o
continue examination of the questionll/u From the stricily financial point of
view, the United Kingdom proposals did not zppear to be without justification,
since their purpose was to simplify the metheds by which the Agency's activities
were financed. They were, however, incompatible with the very spirit of
technical assistance and he was therefore unable to support them. Technical
assistance was designed mainly for the developing countries and any increase

in their assessed contributions would congtitute a very heavy burden, even if
it were made possible for them to pay partly in national currency. -Such
countries .did not have the requisite funds, either in dellars or in their own
currencies, to meet any increase, and that was the chief reason why they were
against the United Kingdom proposals. Owing to their present economic circum-—
stances, developing countries were unable. to undertake any commitments for the
future. On the other hand, if technical assistance continued to be financed on
a voluntary basis, then the door would be left‘open to take advantage of any

change in those circumstances.

49, Mr, AMAMOC (Ghana) said that young Africans everywhere had listencd
wlth interest to thosce who proclaiméd their countries' intention to aséist
less~developed countries, of which Ghana was one, but had had occasion to note
that the actual grant of assistance for a given project always involved a great

deal of discussion in practice. As far as he was concerned, the United Kingdom

11/ 6C(vI)/REs/123.
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proposals offered those who did intend to help a wonderful opportunity to show

the world that their promises were not merely empty phrases.

50, Morally speaking, voluntary contributions might be said to be bgged on a
duty on the part of economically advanced countries to assist countries which
were not so well-~off. No country haa denied that moral obligation, although
there was as yet no legal bond to reinforce it. If the advanced countries
werce honest when they promiscd substantial conffibutions, it was hard to see
what difficulties ﬁere creﬁted Bj the United Kingdom proposals., From the ‘
financial ﬁiewPoint the only result would be that contributions hitherto paid
into two distinct funds would hencefofth be replaced fy.contributions to one

single budget.

51. He would not enter into any detailed discussion as to the advantages or
disadvantages involved in the proposals from the political standpoint, since
hig own country was one of those that came requesting assistance which would
one day enable it to become an advanced country. “hat made it still more
difficult to understand the lukewarm attitude to the United Kingdom proﬁosals
displayed by Governments which claimed to be sincerely desirous of assisting
the developing countries was that the latter were also to have the amount of
their contributions increased and were prepared to accept the increase, despite

the sacrifices it would entail, in view of their own urgent needs.

52. Inasmuch as developing countries considered they had a moral obligation
to increase their contribution toc the Agency's budget in proportion to their
modest resources, 1t was to be hoped that advanced countries would not refuse
to increase their contribution so much the more, and would accordingly accept

the United Kingdom proposals.

53, His delegation, for its part, fully endorsed the draft resolution as well

as the suggestions put forward by the Governor frem India.

54, Mr. PHUONG (Viet-Nam) recalled that at the sixth regular session of
the General Ccnference his country had been one of the co-sponsors of a '
resolution referring the matter to the Board for study. That attitude had
stemmed from the desire to make a thorough study of all suggestions which might
result in the important problem of‘finanoing the Agency's activities being

settled in a manncr acceptable to all Member States. It was a matter of some

N



urgency that methods of financing technical assistance should be improved, .
that being one of the Agency's fundamental activities. For that reas: n his

delegation approved the United Kingdom draft resolution.

55. If adopted, the United Kingdom.proposals would, of course, result in a
certain increase in assessed contributiors, whick, however limited, wouxd
constitute a heavy additioral burden for developing countries. Nevertheless,
as Member States, such covniries would have to make soue sécfifioéé.in order to
demonstrate their willingnhess to =t

-

nd shoulder to shoulder for a common vurpose.
at 1t sheulid be able tc pay in its own

a
His Government's sole concern was th
currency whatever it had %o pay over and above its present assessed contribution.
That possibility would alleviate the additional finanscizl burden falling upon

developing countries.

56. Wr. BOUXIS (Crecce) staied that in its letter addressed to the
Secretariat on 3 December 1962 — annexed to document GOV/848 - his Government
had acknowledgsd the nesd for one single budget. There had been no change in
its atiitude and he would fherefore suppori the United Wingdom draft resolvtipn,

amennded as suggestzd by the Covernor from India,

5. Mr, FRANCO-NETTO (Brazil) recalled that his delegation had already

explained its atititude at an earlier meeting of the Board and at the Jeneral
Conferenceglg/ The rapid growth of the Agency's activities brought with it
financial problems. Most Members were of opinion that i% had vecome necessary
to revise the methods of finaacing such activities, but the solutions put

forward ditrfered.

58. Then *the ‘Agency had veen set up, Brazil had been one of the first Member
tates 1o suppori inz idea of voluntary contrioutions, tec be ;id along with

the as.essed contributions designed to cover cdministrative expenditure.

Time had shown, however, that ~hat approach h.d serious disadvansages, which
must now be overcome, particularly since the mat%er had been raised by the
Governor from the United Kingdom. WHis delegation realized that the decision
ultimately taken.might be iafluenced by such factors as the results of the
United Wations forthcoming examination of somewhat similzr problems, and the
long=term planning exercisé on which the Agency was actively erigaged. Tever-
theless, Brazil, as a recipient of technical assistance from the Agency, was

already fully convinced that one side of the problem would be parily solved

12/ GOV/OR.300/4dd.1, varas. 50 and 513 GL(VI)/'Cli.2/0R.28, paras. 42 - 47.
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by allowing Member States to pay their contributions in national ourrenéy; and '
it hoped that the Agency would be in a position to give it a larger measure of
assistance as a resulto He therefore supported the United Kingdom draft

resolution and WlShed to associate himself with thc remarks of the Govornor

from Indla.

59 . Mr. MICHA LS (United Xingdom) thanked the delegstlons from _developing

countries which had supported his proposals, and particularly the Governors

from Brazil, India and Viet-Nam and the representative of Ghana.

60. He was unable %o see any connection between the long statement made by

the Governor- from Hungary -on the subject of contributions payable in' dollars

and the documents before the Board or the statements just ﬁade'by the Governor
from the United States and by himself. He had incidentally omitted to mention
that the amendment to .the Statute which he had proposed left Member States free,
if they so desired; to. pay voluntary contributions over and above their assessed
contributions to the single budget. Shoﬁld the proposed amendment be rejected,
there would in his opinion be an increased tendency to make voluntary contri-
butions to bilateral programmes, outside the framework of multilateral assistance

altdgether, although that was precisely the prinoiple~that must be upheld.

61, Developing countries, it had been said, would no longer be able to pay
their contributions. He thought he had dealt adequately with that argument
by showing, with the help of the jable mentioned in paragraph 6 above, that

increased contributions from such countries would in fact be extremely small,

62. In conclusion, he declared his readiness to amend his draft resolution so
as to take account of the suggestions put forward by the Governor from India

and other speakers.

63. Mr, SALVETTI (Italy) recalled that his Covernment had always con-—

sidered technical assistance to be one of the most important of the Agency's

activities. He'wduld therefore support the United Kingdom draft resolution.

64, Mr. QUIHILLALT (Argentlna) sald his delegatlon had already made its

pos1t10n clear in the past-—/ and fully supported the Uhlted Klngdom prOposalo4

Having re-examined the questlon, it could now see its way, at the cost of ~

13/ GOV/OR.301, paras. 1 - 4.
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being preparéi to make a certain sacrifice, to surmounting the obstacles which
had prevented it hitherto from lending its full support to a proposal whose

acceptance could not but be ¢f considerable benefit to the Agency.

65. Tne CHATIRMAN read out a revised text of the United Kingdom draft
resolution, amended in line with the suggestions that had been made during

the meetings:

The Board of Governors,

(a) Recalling Genersl Conference Resolution GC(VI)/RES/125 on the

financing of the Agency's activities,

.(b) Teking into account the comments of Geovernments reproduced in

documents GOV/848, 848/Add.1 and 848/44d.2 and the views expressed

during its discussions, and

(c) Noting the revised proposals put forward by the United Kingdom
of Great Britain and Northern Ireland in document GOV/861,

~Reguests the Administrative and Budgetary Committee, in the general
context of the problem of‘financing the Agency's activities, further to
examine ways and means of resolving this problem in the light of the
views and proposals that have been or may be put forward, and to submit

its recommendaticns to the Board in June 1963,

66. The draft resolution thus amended was adopted.
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EXTRACTS FROM THE OFFICIAL RECORDS OF THE BOARD OF GOVERNORS

B. 322nd meetings 18 Junc 1963

(GOV/OR.%22, paragraphs 4-49)

THE PROBLEM OF FINANCING THE AGENCY'S ACTIVITIES (GOV/861, 904/Rcv.2,

904 /Rev.2/Add.1, 912)

4. Mr, CARGO (Unitcd States of America) considered it unnecessary to
comment on the proposals submitted by his delegation (GOV/904/Rev.2 and
Rev.2/Add.1). flc fclt that they were perfectly clear and that the various
aspects of the matter had been thoroughly discusscd at previous meetings of
the General Conferencc and the Bpard, He was convinced that the proposed
amendment to the Statute (GOV/904/Rev.2, Annex I) would result in the budget
being placed on a sounder basis. So that the amendment should not place

an excesgssive financial burden on the developing countries, the United States
delegation proposed an amendment to Financial Regulation 6.05, under which
Member States could pay part of their asscsscd contributions in their local
currencies (GOV/904/Rev.2, Annex IT), In addition, belicving that the
meaning of the term "non-capital equipment" should be defincd, his delcgation
was submitting a second amcndment %o the Financial Regulations (GOV/904/Rev.2/
Add,1), He emphasizcd that those proposals were a "package" which had been

developed through extonsive informal congultations with many delegations.

5. Mr., McKNIGH? (Australia) rccalled that he had often stated the

Ausgtralian opposition to the principle of financing technical assistance by
means of a scale of asscssment, for if that procedure became widespread in
the specialized agoencies and the Agency itsélf, éhe co—ordination of
technical assistance through the intermcdiary of the Expandod Programme of
Technical Assistance (BPTA) would be cndangered. He believed that the
principle of voluntary contributions should be retained in that field of

activity.

6. He greatly valucd the offorts of the United States delegation clearly to
delimit thce spherc of tcchnical assistance in order to eliminate excossively

largc projects, Howcver, the proposals which had been made for that purpose
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proved how difficuls thc task was, For examplc, hc was unable to see how

an cxact definition could be given of scrvices or cquipment forming "an
integral part of the »roject of technical assistance!" or of "scrvices of

the Agency's laboratorics at Headquarters for the provieion of assistance
(GOV/9O4/ReV.2, Annox I), The sccond amendment to the Tinancial Regulations
(GOV/904/Revc2/Add,1) was intended to dcfine "mon-capital equipment', dbut

he would point out that that definition, likc any of the Financial

s ]
i

Regulations, could "t amcnded by the Board by ¢ simple mai-rity vote.

Te Mr. SALVETTI (Ttaly) believed that a singlc budget financed by

means of a scalc of asscssment would make it possible to prepare a
satisfactory technical assistance programme and would help the Agency to

do its Wofk better,

8. Mr. ERRERA (Belgium) said that, in spitc of the additional
financial burden which would rosult, he would vote for the United States
draft resolution, which served thc intercsts of the devcloping countries

and facilitated sound administration in the Agency.

9. Mr., STEWART (South Africa) said that hc was aware of the nced to
introduce an clement of stability into the Agency's budget if it was to be
avlc to plan its worlk. He would rccall that it had been at his Government's
proposal that the advancod countrics had becn invited to make voluntary
contributions to the General Fund of amounts which bore the same ratio to

the target as did their assesscd contributions to the Regular Budget
(ae(v)/RES/100).

10. If a statutory amcndment of the tyne proposed was to answer its
purpose, it would have to fulfil certain essential conditions. First,
it would have to cnjoy very wide support among the main groups of States
represented in the Agency; the fact was, however, that such did not seem
o be the case with regerd tc the proposals heforec the Board. Secondly,
1t would have to offer reliable safeguards against any inflation of the

budget.
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17. Under the proposals before the Board, all cxpenditure at prcsent
regarded as oporationsl would be included in the same budget as other
expenditure. Now, it was truc that for some itoms in the technical
assletance budget thorc were few grounds for Fearing an inordinate increase;j
that -was true, for egample. of followships (the number of fellowships was
tending to lovel out, and in -any casc their importance for the peaceful
uscs of atomic cnergy in the developing countrics was such that it seemed
dersirable to securc the noccssary funds in future by means of a Regular
Budget appropriation)y the $raining of scientists and experts, and also -
perasps advisers' or cxperts' services. Howewer, the situation was not
the same with regard to requests for cquipment and supplics, the number and
3cope of which did not aubtomatically tend towards a ceiling as was the

case with fellcwships, The latter type of request also came more directly
under technical or financial assistance than under technical or scientific
training, and it would therefore be bottor to continue including the

relevant programmes in the Oporational, and not in the Regular, Budget.

12. The expenditurc connected with the laboratories likewise could not

Yudzetary inflation, The new depariturce involved in setting up a

leboratory attached to an organization belonging to the Unitced Nations
family had been accepted mainly becausc it had boeen agrced that the major

S

pars of the expendituwce comnected thorewith would be charged to the

Operational Budget, vhich was financed largely by voluntary contributions.
Reference to the Dircotor General's report on the financing of the
1

1/ ar . 2
Laboratory= and to the draft or the long-term programme~/ would show

1,

“het thore was guite good reason for

~

Tearing inflation.

13, The United Statoes amcndmont did not provids suffilclont guarantee
against 1nflation of tre budget ac o whole, Fram which every Mcember of

the Agoncy would soffcr, incliuding the developing countries and particularly
the morc advanced anong thom, which did not yot possess the large

resources of the Great Powers,

1/ GOvV/902, para. 8.

2/ GOV/890, inncx, paras. 193 to 200.
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14. ‘Although hc had not had time ‘to study it very closcly, he considercd
that the draft. amcndment %o exﬁlain what was understood by Ynon-capital
cquipment" forming an intcgral part of a itcchnical assistance project

had a certain value, but hoe would cmphasizc that 1t was much casicr to
amend the Financial Regulations than the Statute ~ as the Governor from
Australia had said - and that no provision in those Regulations could be

as effective as statutory safeguards.

15. Looking at anciher aspcct of the matter, it appsared that retention
of the OperationallBudgot would makc it possible fully to implement the

proposals by a number of countries for medical and physics centres.

16, His Govermment was not trying to cvade its financial responsibilities ~
the level of its voluntary contributions amply proved that - and it was
endeavouring, as wcrc the sponsors éf the draftvrgsolution, to find a
solution to the problem of financing the Agoncy‘s activities., It believed
that a scheme should be cvolwved by.which a limited part of the cxpenditure
at prcsent coming under the Operational Budget could be charged to the
Regular Budget, but.it was unable t6 agree that all laboratory cxpenditure
and all outlay on tcchnical assistanco should be financcd from 'a singlc
budgef funded from assesscd contributions. If members of the Board were
interested in hearing gpceific proposals along the lines ho had indicated,
he would be preparcd to put them forward. As he had already intimatecd,
his Government would be willing to have expoenditure on post-graduate
fellowships for ffaiﬁing 6r rescarch, on the Gxohange of scientists, and
pefhaps on the scrviccs of scientific or tochnical cxperts included in

the Regulér Budget. As Tor %he Laboratory,4exponditure on research in
connection with the Agoncy's regulatory functioné, as described in

Artdcles IIT.A.5 and IIT.A.6 of the Statute, could also be charged to

the Regular Budget. ' ‘

17. Some Governors might consider also that the time had not yet come to
take a decision as to the detailed Wording of an amendment to the Statute.
The results of the study at present‘being uhdertakon by the United Nations

General Assembly on a similar problem were not yet known, Again, although‘
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the question of an amendment to the Statute had been raised over a year ago,
the Board had not yet studied the various difficulties involved in any such
amendment. Furthermore, the relevant documents had been distributed com-
paratively late, and many Governments had not yet becen able thoroughly to

examine all the implications of the amendments proposed.

18, In his view there was still time to evolve a system for financing the
Agency's activities which would meet with the approval of the principal
groups of cbuntries represented., That pogsibility should be borne in mind,
“and the Board should not be asked to take a highly controversial decision at
the present series of meetings. A small working group might be set up,; with
instructions to congsider the problem in the light of the observations and
suggestions made during the discussion and to report to the Board at its
September meetings. He hoped that the proposal he had just made would be
favourably rececived, becausc it might enablce the Board o submit a resolution
to the General Conference -~ probably in 1964 - commanding the widest possible

gupport among the different groups of countrics on the Board,

19. Turning to the proposed amendment to Financial Regulation 6.05, he said
that he was in favour of rendering the Agency's Tinancial arrangements morc
flexible by making it possible, within reason, to pay assessed contributions
in local cﬁrrdncy, He could not agreoc, howovor, that such facilities should
be confined to Member States rccelving technical assistance under EPTA. The
problem of non~converitible ourréncy was not dircetly linked with the gquestion
of economic development, which was the determining criterion applied under
EPTA. Most of the developing countries, it was truc, experienced real diffi-
culty in making payment in convertible currency, i.e., in currency other than
their own, but that was not universally the casc, Certain advanced countries
had similar difficultics also and there wasg no rcason why they should be the.

object of discrimination, His delcgation was not opposed to the Board's

continuing to determince the proportion of contributions payable in non-convertible

currencies, The Board must be sllowed to request the adavice of a competent
authority if it thought it -~ the Intcrnational Monetary Fund, for example,
or the Bank for International Settlements - since the criteria they might

recommend would certainly be more applicable than those of EPTA.



GO{VIT)/236/Add.1 -
page 25

20, Mr, FRANCO-NETTO (Brazil) said that he appreciated tho work done
by the United Kingdom and the Unitod States in proparing the draft resolution

before the Board, The draft was satisfactory, not only because it made due
allowance foxr the requirements of +the dowveloping countries, but also becausc
it provided +the advancod countries with an assurance that the budget -
henceforth a single one - would net cxpand unduly. The total amounts alregdy
paid by the developing countriocs as voluntary contributions were evidonce

of the importance which they attached to tue Ageney'srtechqical assistance
activities and also shdwed that they werc proparcd themselves to take part
in the financing of such activitics. In supporting the draflt resolution
those countrics were manifesting thoir gpirit of co-operation, the more so
since they often had considereble difficuliics in paying their assessed
contributions in hard currency and the singie~budget systom would increase

those difficulties,

21, 4s had been pointed out by the Covernor from South Africa, the question
of equipment was closely linked with the diaft rosolution, The question had
often becn raised -~ most roecently in the Tochnical Assistance Committee -
whethor it would not be possible for the Agency ho supply eguipment without
the stipulation that such assistance be sccompanied by the services of an
cxpertsy as everybody knew, therc was now a clcar tendency to scek greater
flexibility in the procodurce for the guvpply of cguipment, That tendency was
reflected in the very coﬁsﬁructive conclusions at the end of the Dircotor
Goneral's review of assistance provided in 1962, which stated that "The nced

for eguipment in some cases is such that Mombor States tend to consider tho

cxperts as secondary in importancc to it“i/

22, The supply of cquipment was also ¢losoly linked with long-term plannings
the Sccietariat itsclf recognized that it would be desirable to considor
whether Yunder appropriatce conditicrs it could supply equipment without
scending ankﬂgency expert™ ., Moreover, it could be scen from the documents
on technical assistancc already granted that 70% of +he runds Trom the
Agenoy's own resources and from EPTA had been used for cxperts and only

30% for equipment. Furthermore, analysis of the Agency's technical agsistance

§

3/ GOV/900, para. 70C.
4/  GOV/890/AdG.2, para. 162,
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programmes showed that a large percentage of experts! services and equipment

had been allotied to devcleping countrics which had zlready rcached a

rclatively advanced sitage in vhe peaceful usoes of a’somic onergy, Tho

technological progress of those countries was iteelf an indication that

cquipment was nccded morce than experts,

23. In that conncctions; the United States amendmont to Article XIV,B,1 of the
Statute (GOV/904/RQV.2, Anncx I) provided a new auh-paragraph (¢)(ii) which
would improve the technical assisbtance situation, If the United States draft
resoluticn werc asdorted,; it would be possille 1o roduce cxpenditure on oxperts
and devote the amounts thus saved to the supply of equipment, Its adoption
might also cnsure that the requesting counirics rceceived assistance correspond-
ing to the necds they had cxpressed and not assistance imposed on them, as had.

some times been tho caso,

24, I% also had to be remembered that the Soviet Union and other States had
made goencrous offers of equipments however, such offcrs ghould be kept scparate
from the cquipment supplicd by the Agencys becausc two quite different typcs of

agsistance were involved.

25, For the reasons he had explaincd, the Brazilian delogation approved the

draft resolution submitted by the United States.

26, Mr.)PONOWARENKO (Union of Sovict Socialist Republics) recallcd that

the proposal to amalgamate 1lhe two budgets had roccived detailed consideration
at the most recent mectings of the Technical Assistance Committce but that not
cnough votes had been cast for it to securc its adoption. What the Board now
had before it, thercfore, was not a recommendation by the Committec but onec

proposal by the United Kingdom and anothcer by the United States, Although the
two documents in question had becon discusscd at length, therc were still gquitc
a number of guestions which had not yet becon sufficicntly clarified, but which

ncvertheless showed that suggesiions of that kind were unaccoeptable,

27. Referring to the question of the allocation of the Ageney's prescnt and
future rocsources, he pointed out that if a table werc 4o be drawn up indicating
the use made of all the funds roceived by the Agoncy since its cstablishment,

1t would be-scen that only onc third had becen allocated to technical assistance,
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BEven- then, certain activities would have %tc he included under that heading
which, strictly sﬁeaking; did not boiong therc, such as the stuly of cases of
Hongolism or malformatiorn among young girls, te tzke only two cxamples among
many. Actual technical assistance to the dGVblnDlhﬁ countrics reprcsented in
fact a substantially lower porccentage. The Cevorunor from Brazil was indulging
in illusory hopcas if he thought that the proposed rosolution would make it
possible to incrcase assistancc to developing countrics to any extent.

~

28. It was impossible to consider the guestion of financing technical
asgistance in isolationrn and without recg axd to the ¢ther activities financed
under the Regular Budget, such as the organizing of conferences, which werc
cxtremely numerouss the award of rosearch coniracits, some of which were
supcrfluouss the upkeep of laboratorics, ctc. he Agency was trying to set
up its own laboratories and rcscarch centrces in the hope that it would be
able to carry out work which might perhaps be uscful, forgetting that in the
United States and the Soviet Union as well as many'other countrics therc wcre

large and highly cfficient laboratories in cxisticnce which might take over a

certain amount of rescarch free of charge.

29, It was difficult to understand why the Unitcd States proposal was to be
regarded as an alternative to the United Kingdom proposal, when it too was
based on the principle that the two budgets should be merged. The claim was
made that technical assistancc mugt be placed on a morc solid financial
foundation and it was pointed cut that the target fixed for voluntary contri-
butions was ncver rcached, licmber States contributing $1 million instcad of
$2 million. Even Resolution GC(V)/RES/100 inviting Member St sates to make
voluntary contributions in amounts proportional to their assessed contributions
to the Regular Budget had not brought about any change in the situvation, It
was not by conferring a compulsory character on contributions which might be
made voluntarily that an attempt should be made o solve the problem,

International co-opcration could not be based on such a principle.

30. The proposals, which would rcsult in making momentous changss in the
Statute, were therefore in no way justificd, but unnccessary and unaceccptable.
At tho sixth regular scssion of the Goneral Confercnce, in Board meetings and

in the comments it had forwarded to the Sccrcotariat=’ , the Soviet Union had

5/  GOV/848, Anncx, pp. 10 and 11.
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clcarly set forth its attitude in the mattecr. On scveral occasions it had

pointed out that the difficulties in financing technical assistance were not
duc to any lack of fﬁﬁdé‘but %8‘Ehe fact fhat né uée was being madc of many
extremely important possibilities, which would involve no increase cither in

the budget or in asscsscd contributions,

%31, In that conncction he drow the Board's attcntion to the programme of
tcchnical assistance to developing countrics which the Sovicet Union and other
socialist countrics had proposcd at the sixth rcgular session of the General
Confcrence6 . The socialist countrics had announced that they would undertake
to furnish-over a pecriod of two to three ycars onc third of the funds required
for implementing the programmc. The fate of that programme depended hence-
forth entirely on the Wostern Powers and on their willingness to take part in
financing it. His delegation could quote many other examples to show how the
problem of tcchnical assistance could be dealt with, without prejudice to the
Statute or to established financial practice, based as it was on voluntary
contributions. In the comments it had made, at the Secretariat's reguest, on
the financing of the Agency's activities, the Soviet Union had suggested that
"In order to prevent the duplication of research the Agency could appeal to
Member States to pass on free of charge the results of reséarch done by
natiohal institutes engaged in work on the peaceful uses of atomic energy”.l/
That was another way of granting extremely valuable technical assistance
without altering the current principles of financing. It was evident from
what he had sald that many sources of assistance were available to'thé.Agenoy
within the present system of financing, and that those sources were far from
being exhausted, If thﬁse countries which were at present attempting to alter
the Statute were really concerned about technical éssistancé fo developing
countries, why, it might be asked, had nonc of them as yet declared its
Wiilingness to share in financing the programme proposed by the Soviet Union

and the other socialist countries?

32. At the sixth regular segsion of the Goneral Conference and in the Board
of Governors, when thc United Kingdom delegation had formally proposed

'modification of Article XIV of the Statute, the Soviet delegation had pointed

6/ 6C(VI)/cOM.1/67/Rev.1.
l/ GOV/848, section 14, para. 3.
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out that the modification conecerncd, which affected other articles of the
Statute as well, was not an amcndment, as 1is gponsars termed ik, but a
general revision of tho Statuic and of iis basic provisions. In the revised
version of the Unitcd Kingdom proposal (GOV ) 1 had now been withe
drawn in favour of the Unltcd 3tates propos 73; changes would be made noit
only in Article XIV of thc Statute but slso in srticle III; and in Financial
Rogulation 6,05, That fully confirmed the Sovict view, which several othexr
countries shared, that the United Kingdom propossl implied o general review

of -the Siztute.,

33. The same must be sgaid of the United States propozals. VWhether the

ance furctions wers mentionsd in Article 11T of the

Agoney's technical assist
Statute, as the United Kingdom bhad preposcd, or in Article XIV, as was now

)]
ot

Proposed by the United & cs, made not 2 whiv of differences The only thing

ta
that could be said was that the preseant pr ope ogal was less logical, since
Article XIV did not deal with functions but yith finencing and it was quite
out of place to include & provision dealing with the Agency's functlions in an
article relating to the financing of its activities. ©The szole motive
apparently inspiring the United States delegation in the present instancc was
the desire to find & morc acceptable and lesz offensive way of putting Fforward
the proposed changes in the Statute, in order to disposce of the argument that
a review and no%t an amondment of that instrument was intended, Basically,
Jhowever, the United States proposal was in no way distinguishable from that
of the United Kingdom and it was useless thercfors to pretend, as did theix

“o™

sponsors, that the onc could "roplacc' the nthor. N

‘345 In actual fact, the Unitedl ingdom and Uulicd Statcs proposals brought
up a question of princinlc., Wes it the Szoncy's intention to abide by the
spirit and the lettcr of its Statute or *to use the arithmetical majority in
order to twist it ad will®

-

35, On more than onc occasgion the Sovietl delemgation had drawn the attention
of the Genoral Confoerence and the Board to the juridical aspects of the
guestion under discussien, and i% resorved the right to ask that those aspoois
be given the most carceful and profound sonsideration. Sincce 1t was not
neecessary at present o make any changes in the Statutc or in the financial

provisions, the financing of tcehnical assisdance must continue on the basis
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of voluntary contributions, In the Soviet Union's view, any change in the
financial provisions of thoe Statute which would rosult in including in the
Regular Budget the expoenditurc hitherto financed by vnluhtary contributions
would be illegaly and werc: any such amcendmont to be adopicd, it would refusc
to pay the resulting incrcase in ite asscsscd contribution, whilst contiauwing
to seck ways of incrcasing the assistance it was furnishing tco the developing

countries.

6, Only 27 countricg, or about onc third of the Azcney's Mombers, had replicd
g t B3 3 I

&

"

to the Secrotariat's gquosiions on the financing of the Agency's astivitics,
and. one of those countries had offecrecd no oommonﬁé. It was thercfore clear
that Member States wore not very interested in reovising the existing arrange-
ments for financing technical assistance. MWMoreover, as almost half of the
countries which had submittced comments had opposcd, or had not supported; the
proposal to replacc voluntary contributions by asscssed contributions, it was
clear that the idca was nét popular amongst the Membors of the Agency. Only
a few of the developing countrics which had been notificd of the two Powers!
proposals +to modify the meothod of financing had cxpressed their agreement.

The overwhelming majority of the devecloping countrics ~ the countries dircctly

conccerncd - had given no evidence of support.

37. It was thereforc guestionable whethor there was any point in the Agency's
spending further time and moncy studying a proposal which was apparently of

.

interest to only a small numbor of countrics and particularly to thosc who had
introduced it., The Sovict delcgation—oonsidorcd that the Board had cvery
rcason to stop the discussion at that point and recommend the General Confereonce |

not to adopt any changc in the existing method of financing tochnical assistance,

38, Mr, PHUONG (Viet~Wam) said he considercd the matter from a purcly
objective point of view, In that connecction hc noted that the number of
developing countries which were Members of the Agency was constantly incroasings
that, in spite of the many appeals made by tho General Conference at its
guccessive sessions,; the level of voluntary contributions had always bgen
inadequate to meet all requests for technical assistancey and, finally, that

the porcentage of reguests for cxports and cquipment which i1t had been possible
to satisfy was continually decreasing and was currently lcss than 50%, whercas
in 1959 it had been 8906%. Those were the considerations which Led the
Viet-Nam delegation to give unreserved support to the United States draft

resolution.
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39. The Board had frequently beeh reminded that several provisions of the
Statute stressed the assistance which the Agency\should give the developing
countries, and it had also been urged that the Agency's various activities.
should truly reflect the resources at its disposal. The importance of the
rroblem was therefore clear., As matters stood, the draft resolution afforded

the best way out of the Agency's difficultics.

40. He realiged that the solution proposed in the draft resolution would

lecad to some increase in the assessments of the developing countries, dbut
thoge countries were aware of their respongibiiities and thelr acitions would
show that they were prepared to do more than merely seek aid, It was to be
noted in that connection that the authors of the draft resolution had laid
down that those countrics might pay part of thoir assessed contributions in
locai currencies, Some members of the Adminisirative and Budgetary Committce
had urged that the pcrcentage of assesscd contributions which could be paid

in that way should be fixed, but it was certainly preferable not to establish

rigid limits, but mercly to lay down the principle.

41. There was clearly a great disparity betwcen the assistance given in the
form of the services of experts and in the form of ecquipment. The proportion
of funds spent on equipment, in relation to that spent on experts, had ‘
decreased continually since 1958, In 1960, for example, expenditure on
equipment had represented littlc more than 6% of the combined cxpenditurc on
experts and equipment. Experience showed that the Agency's difficultics in
recruiting qualified cxperts had often made it impossible to carry out properly
projects approved by the Board, The rules governing the supply of equipment
ought thercforc to be made more flexible and, from.that standpoint, the draft
resolution would have benefited from amplification., With particular refercnce
to the amendment to Article XIV,B,1 of thc Statute, it would have been
desirable for the text of the new sub-paragraph (c)(ii) 0 contain the samec
proviso as the amendment to Financial Regulation 6,05, sc that it reads

" ,.. forming, insofar as possiblc, an integral part of the project of

technical assistanceg", If the clause woerc made more flexible in that way,
"the Board would avoid making the provision of an cxpert an essential condition
governing the supply of equipment, which made it more difficult to implemcnt

technical assistance projects within a reasonable time,



A G ARR YOIy SIRID

.,

page 52

42, He rccalled that by its Resolution GC(VI)/RES/123, the General Conforence
had regquested the Board to-rcport the rosults of dits study on the financing
of the Agency's activitics to the General Conference at its seventh regular

scssiong the Board, therefore, could no longer postpone its study.

43; Mr. KEMAL RBHEEM (Pakistan) agreed that Article XIV of the Statute

sct cortain limits to the financing of the Agency's activities which might

impede the Dircctor General in implementing the long—term programme., The

United States amendment (GOV/904/Rev,2, Annex T) offered a satisfactory solution,
but it could be improved in the manner proposcd by the Governor from Viot-Nam,

It might also be made clear that the various types of tecchnical assistance

mentioned in the new sub-paragraph (c) did not constitute -an exhaustive list.

a4, Mr. DASGUPTA (India) pointed out that the General Conference had
the power to amend the Statute at any time it considered it nedossary to do

80, Thus therc was no valid lcgal objection to the United States amendment.

45, Somc Governors had raised the gquestion whether the principle of .voluntary
oontribqtions to the General Fund was not inviolable. That principle had
always Pbeen upheld by India in fho interest of intcrnational co-operation,

Hig Government had ropeatedly appealed to all Member States to pay and, if
possible, increcase their voluntary contributions and had oxpressed its willing-—
ness to pledge its own contribution for two or threc ycars aﬁead. Unfortunately
that appéal had becn virtually ignored and thus the.problem of financing the
Agcney's activities was still unsqlvedg Some Governors had said that cconomies
could be effected on certain items but, in viow of the expansion in the
Agency's activitiesy the future cxpenditurc on long-term planning and the

fact that 77% of Mcmber States were less—developed countrics in Asia, Africa
and Latin America which the Agency would be obliged to help to an incrcasing
cxtent, any savings made would not be sufficicnt tc solve the financial _
problem. Howevor, it was clear that, in order to enablc the Agency to carry
out the work to which he had just rcferrcd and satisfy the nceds of the lcss-
developed countrics, a scrious effort must be made to stabilize the method’

of financing the Agency's activitics,

46, A number of Ggvernors thought there was no financial problem, some.
Governors rcecognized its existence and the necd for a solution, while others

considered the situation could be remedied without amending the Statute,
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He sympathized with those Governors who thought the Unlted States amondment
would not provide the best solution to the problcem, but pointed oul that,
although the problem had becn congidered for séme vears, the only solutipn
vroposed so far was, in fact, the United States amendment, In the

circumstances he supported that amendment and hoped the Board would adopt it.

47+ Thoe Governor from South Africa had said that hc had ne objection to
finaneing fcllowships [rom the Regular Budget, but that the laboratories
gshould bo financod from the Operational Budget. He (2, Dasgupta) congidered
that, as laboratory sorvices and fellowships came under tochnical assistance,

they should hoth avppecar in the same budgct.

48, Other CGovernors bolicved that economics could be made by abolishing the
Ageney's Laboratory, scecing that the advanced countrics had excellent labora~
torics which could be placed at the disposal of the developing countries., The
answer to that was that cconomics by the Agency in that dircction should not
mean asking the less favourcd countries to rely solely on laboratory scrvices
provided by the rich oncs. If economy was takon too far thore was a risk of
jeopardizing the exccution of thce long-tcrm programme and of seriously impeding

industrial and scicntific devclopment in the loss—doveloped countries.

49, The United Statcs proposals had becn submitted after conmsultation with

a number of Governors and could be expected to win the approval of a largc
majority in the Board. Some smali amondments might be in orderg Tor oxample;
tho refercnce to the United Nntions Expanded Programme of Technical Assigtance

might well be deletcd from tho amondmént to Financial Regulation 6,05,

The meeting rosc at 1,25 p.m.




GC(VII)/236/44d.1
page 34

EXTRACTS FROM T OFPICIAL RECORDS OF THE BCARD OF GOVERNORS
C, 323rd meeting: 18 June 1963
- (GOV/OR, 323, paragraphs 1-57)

THE PROBLEM OF FINANCING THE AGENCY'S ACTIVITIBS (GOV/861, 904/Rev.2,
904/Rev.2/Add.1, 912) (continued)

1. Miss MEAGHER (Canada) remarked that the Canadian position was wcll

known to the Board. Budgeting for the operational programme would be simpler
and programming morc¢ cfficlent if the Agency could know in advance what funds
it would have at its disposhl during the budget year. Unfortunately, the
failure or inability of several Member States to make voluntary contributions
to the General Fund on the scale of their assessment under the Regular Budget
had resulted in a most unsatisfactory financial situation, and many Member
Governments felt that the only way to provide the necessary funds and ensure
stability was to amend the Statute and cover normal Agency activities under

2 single assesscd budgot.

2. Although in principle not happy with that solution, the Canadian
authorities had studicd the United Statcs proposals (GOV/904/Rev.2) with a
view to determining whether action along the lines of the proposed amendment
to Article XIV of the State could be reconcilcd with the Canadian position.
Certain strictly limited technical assistance activitios might be financed
from the Regular Budget on the grounds that they could rcasonably be regarded
as consgtituting a normal function of the Agency, but the proposed amendment

in its present form was not acceptable.

3 The Agency's esscntial duty, so far as technical assistance was concerned,
was to provide facllitics for training, i.e. fellowships, and expert or
advigory services. Substantial assistance in the form of equipment oxr
capital aid must come from other socurces. Canada would nct object to the
provision of the small amounts of supplies or equipment needed to carry out
expert assignments, but the provision of cquipment as such was not a normal
respongibility of tho Agencys more strict control would be necessary if the
provision of equipmont was to be financcd from asscssed contributions

instecad of - asg hitherto - from voluntary contributions.
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4. Sub-paragraph. (c)(ii) of the draft amendment (GOV/904/Rev,2, Annex I)
would seem to allow equipment to be provided separately from expert services,
although the equipment must be “anon-capital" and, under the proposed new
Financial Regulation (GOV904/Rov,2/Add.1), an upper limit of $30 000 was imposed
on all requests for such egquipment. In the Canadian view, "Services of
advisers or experts together with provision of non-—cgpital equipment and

supplies ....." would he a more acccptable form of wording.,

5. Canada would prefcr the South African formula more strictly limiting the
assistance to bc financed from assessed contributions, while leaving the way
open for other types of assistanceé that could be paid for by voluntary
financingl( That intercsting compromisc deserved further study. Perhaps
a generally acceptable solution could be found somewhore beiween the

South African suggestion and the United States proposal,

6. Certain aspects and implications of the United States proposal required .
clarification. Was the list of activities given in sub-paragraph (c)(iii)
intended to be comprchensive, now and for the future? If not, how werc any
additional activitics to be financed, since presumably the entire Laboratory
budget was to be transferred to the Regular Budget? Was the Agency's
contribution to the international centre for theoretical physics and any
similar institutions which might be cstablished to be financed entirely

from the Regular Budget? The bulk of research contracts was financed from
the Regular Budget at prcsent but a significant item for that purpose was
included under the operational programme, Would all research contracts be .

transferred to the Regular Budget and, if so, under which heading?

T+ Presumably, under thc proposed new Financial Regulation, any Member
State would have the right to ask for cquipment up to a valuc of $30 00C

in any one year so long as it formed an integral part of a technical
assistance project; How would such regucsts be processed? What would be
the criteria for acceptance or rejection? On what basls would the total
budget for such assistance be calculated? The total outlay would be
substantial if, for cxample, some 30 or 40 requests invol?ing the maximum
grant were received in any one year; in fact, taking into account the cost

of fellowships, expert and advisory scrvices, laboratory costs, research

1/ GOV/OR.322, para. 16.



contracts and so on, the budgét for the operatioﬁal programme could casily :
be doubled. What mcans were proposéd to prevent such inflation?” What
order of magnitude was propesed in the normallyearly budget to cover all

such activities?

8. The proposcd ncew Financial Regulation was obviously designed to allay
the concern that the provision cf cquipment might take on undue proportions,
but it was doubtful whothor it entirely succeeded in dolng so., Mbreover,
financial rcgulations wore casier to change than the Statute. At some
future date, ths $30 000 maximum could be raiscd simply by revising the

regulation.

9., To maintain a brake on the programme, the proposcd amcendment to the
Statute and the proposcd new Financial Regulation both stipulated that the
assistance, irrespective of the form it took, should be an integral part
of a technical assistanco project, Would the brake in fact be effective?
As the Governor from Australia had pointed out, the wording was open té
differing interprotations,2 More than one Governof had spoken of the
technical assisgtance programme in terms of cquipment with accompanying
adviserss but surcly cquipment was normally provided for the purpose of

enabling the exﬁort to do his job.

10, Even if the Unitcd States proposal were approved and the Statute
subsequently amended, the Canadian Government would pay under asscssmont no
more than it had beon paying voluntarily so long as the budget Ffor the
programme of assistance covercd by the amondment remained below $2 million
a year. It had regularly oontributod to the budget of $2 million for the
operational programmc at the rate at which it was assessed under the Regular
Budget, and had asked for nothing in.return. It was not because Canada
was unwilling to becar its fair sharc bf the financial cost of a rcasonable
programme that it had rcservations on the principlec of financing‘all Agency
assistance from asscsscd contributions, Canada's record spoke for‘itsolf
and did not need to e defendeds if all other Momber States which werc in
a position to do so had contributed to the Goneral Fund on the same scalc,

the proposcd amendment would not have bcen nccecssary,

2/ GOV/OR,322, para. 6.
2/ / )
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11, The Canadian dclegation still hoped that a final decision on the
United States proposals could be deferred and a compromise solution found,
The issue was a very important one, involving principles which could not
casily be abandoncd. In the last analysis, the deciding factor would not
be a vote in the Board, but the number of Member States that were prepared

to ratify an amendment to the Statute.

12, Mr. KRAWCZYK (Poland) stated that the United States proposals, like

the United Kingdom proposals (GOV/861), werc tantamount to a complete
rovisilon, of the Statutc and would congiitute a departue from the principle
of voluntary assistance, a principle upheld by Poland in all international
organizations. Such proposals tended to make international co-operation
more rather than loss difficult. Sovereign States could not be compelled
in international organizations to act against their own fundamental

principles.

13. It was hard to undcrstand why a proposal which, for all practical
purposes, had been rejccted by the General Conference should be resuscitated.
General Conferencc Resolution JC(V1)/RES/123 said nothing about amending
the Statute. Some countries wished to differentiate among Member States

by limiting the rights of somc to reccive certain types of assistance from
the Agency. On the one hand, an attempt was being made to compel all
Member States to contribute a set amount to the technical assistance pro-
gramme and, on thc other, cvery. cffort was being made to deprive a number

of countries of sucn assistance. The position was clearly inadmissible

and wholly wrong.

14. The pretoext was the dosirc to give assistance to the developing countries.
The prescnt proposals would lcad to prcecisely the opposite result. A

number of countrics would cease to makce voluntary contributions and

technical assistance would be channelled through bilateral arrangements from
which thc Agency was excluded., The only right and fair attitude was to
strive for conditions that would lcad to an incrcase in voluntary
contrivutionsy and the way to do that was indicated by Resolution

GC(VI)/RES/lBl, adoptcd on the proposal of the socialist countries.
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15, The Polish Goverument was most concerned about the financial
difficultics of the Agoncy and was kecpiug a watchful eyc on developments,
As a consiructive gesiurc it was prepared, under the torms of

Resolution GC(VI)/RES/IBI, to place at the disposal of the Agency the
complete equipment for a physics roscarch laboratory to be cstablished

in a less—developed country; full specifications and technical data ﬁad

alrcady becen sont vo the Scerotarilat,

16. Mr. MICHARLS (Unitod Kingdom) romarked that the prospects for a

wide mecasure of agreomoﬁt oﬂ vhe best way to provide for the financing,

of the Agency'!s activitics dld not scem particularly bright.  However,

in the event of its being unable to agrec on any sbocific amendment to

the Statute, the Board would still be required under Resolution GC(VI)/RES/123
to make some rcport to the General Conferonce at its seveﬁth.rogulan session on

the question of how the problem should be overcome.

17. The Governor from the Soviet Union had maintained that some of the
~difficultics were duc to bad use of prcsent rosourcces. The cxpenditurc
to which he took exception, however, had in part been incurred to mcet
requests of Member States and had becn approved by a large majority of the
total membership., The Governor Wéuld therefore seem to be disagreeing
with the majority - an attitude that was unlikely to advance matters,

He had further rcferred to requests for technical assistance which had
been made to the Agency at onc timc or arother. Thogc werc roquests
from movercign Member Statos and the conclusion to te drawn was, in fact,
that the Soviet Unlon considcred that thosc sovercign States did not best
know their own busincss. It was not known whethor countrics wantcd the
type of help offercd by the socialist countries. What was plain was that
offers of that kind did not nccessarily add to the Agency's capacity for
meeting varied rcguests from Member States. The result might in fact be
to reducce that capdoity and limit the available choicc, because the
manner in which the Apency's rosources wore to be used would have becn
predetermined to a grcaiter proportion than at present by the type of help
offered.
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18, It wae truc that only 27 Vember S%ates bad replied to the
Director Generai'ls latisr inviting commonts on the prohlem of financing
activities; but only soven had submitied comments rogarding the offer
made by the socialist coummtrles and, of those seven, two had been the

Unilted States and he Uniiod Kingdom, twe countrles that would in no event

be taking sdvantage of the offer,

19. The Agency's task was to provide toohnical assistance on a multi-
lateral basis, and the dosive of the legs~developed Member Staites to receive |
help on such terms way ontirely undersiandable since they themselves would
have a part in making thoe reguisite dacisions. It would be & misuse of

the Agency to have it act in the metter of fechnical assistance largely as

a channel for the passage of bilateral gifts. Technlcal assistance of that

nature could be srrangeld or & bilateral basis,

20. Fears hed been cxpressed that amondment of the Statute would lead to
inflation of the budget, pariicularly in the provision of Jechniecal assistance.
H= would point out that the msthod of approving the Agoncy's budget was
subjeot to a number of procedural limitations, to which thers was no
parallel in any oxlsting specialized agency. For instance, the Board and
not the Director Gsnoeral wes responsible for submiftting the budget to the
General Conferenceo, after it had been approved by a two-thirds majority of
the Members, Ir many other comparable governing orgens approval could be
by simple majority, so itherce was ne reasen to fear inflation in the Ageney's
budget just because of the tendency to inflaitien in the budgets of other
lnternational organizations. However, in order to meet those feoars,

A

the Unlted Kingdow had mads, in its revised amendment {GOV/861), an attempt

to define the naturs of the ftechnical sselstsnce o be provided by the Agency
under a vndfisd budged.

2l. Hs was basically in sympathy with the CGanadian and South African
comments on tho United Sitetes draft amendment; the function of technical
asslstance was furndamentally to transfer skill and knowledge, while the
transfer of egquipment was meroly ansillazy. T 1ts annual report to the
Technical Assistance CGommittee of +the EBoonomic and Social Council of the
United Nations for the yosr 1962 the United Wations Tachnicel Assistance
Board had recently reoiterazted the same view with tegerd io the funotion of

the Exzpanded Programme of Tecknical Assistance (EPTA).
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22, On the other hand, some less-developcd countrice sometimes wished to
obtain equipment under the Agency's pregramme in circumstances that did not
involve the transfor of skill and knowlcdge. Any regular programme of
technical essistance oporated by the Agency under a unified hudget would

have to be integratcd witkh the much larger E?TA programme, and the application
of different rules might cause an infringement of the relationship agreement
with the United Naﬁionso The object of th> Boesrd should he to ftry to find
some compromise reconciling the various interests. " The desires of the less-
deveioPed gountrics would have vo be weighed against the fear of some of the
more advanced countrics that technical assistance, if governcd by a more lax
set of rules, might tond to degenerate into a gift programme and lead to an
inflation of the unificd budget. It would be unwise to press the inter—
pretation of the proposcd amendment put forward by ihe Governor from Brazilé4
since that might lcad to a failure to sccure ratification from the requisite
number of States, notwithstanding possiblc approval of the amendment by both

the Board and the General Conference.

23. The choicc would.rest particularly with the less—developed States in
tne General Confercnce. He would apvecal to those countries to exercisec
restraint in pressing for fleoxibility in the amondment on the question of
the sﬁpply of cquipment. It would be better 1o have a technical assistance
Programme which was financed from a unifiecd budget o a larger scale than
the existing one but did not meet their desires in full than to aim for
somothing more and fail to achleve iz. In other words, half a loaf was

better than no bread.

24. It would beo apparént that the United Kingdom was not entircly happy
with the Unifed States proposal. The necd for action was such, however,
that the United Kingdom would withdraw its own proposal in favour of the
United States proposal. Its decision had been influenced, inter alia, by
the definition of non-capital equipment to be included in the Financial
Regulations. The argument that the Board might modify the Financial
Regulations by a simple majority was in fact unfounded, since Rule 37 of\
the Provisional Rulcs of Procedure would undoubtedly he invoked to have a

matter of such importance decided by a two~thirds majority.

3/  GOV/OR.322, para. 23.
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25, Because of the 90-day rule, action would have to be taken immediately
if the matter werc to be roferred to the Gencral Conforence at its seventh
regular session. He would accordingly suggest that the Board approve the
United States draft amcndment to the Statute and the acocompanying draft

new Pinancial Rcgulation for fransmission to the General Confercnce. There
would be an opportunity therc for re-—discussion of all the issues involved,
as well as of points in the wording of the draft amendment such as that put

forward by the Governor from Canada.

26, A compromisc, by.its very naturc, meant that all sides must give in
on some point or other. If the major contribuiting States were to press
hard at the General Conference for the inclusion of a provision in the
emendment on the lines of that suééested by Canada, the result would not
bear too hardly on the developing countries, They would still stand to
gain. A number of devices oxisted whereby thoir wlshes in regard to the
supply of equipment might be acccded to in special cases. So as not to

confuse the issuc, he would not go into that maticr in detail.

27. The United Kingdom Government was prepared to suppori the United
States proposal and hopcd it would securc widespread support in the General
Conference, Werc it not approved, therc would be a danger that the
position in regard to the provision of technical assistance might be worse

in the years to comc than it had boen in the immediate past.

28, Yr, PARTLI (Hungary) said the Hungarien delegation had several

~ times stated ite views on the United Kingdom proposal to amend the Statutes
even with the amendments made to it, that proposal was unacceptable,

The United States proposal differed from the United Kingdom proposal in

form only,

29. The United Statcs proposal was not financial but political, The
proposed emendment to Article XIV involved the amendment of other provisions
and so would entail a goncral revision of the Statute; Member States could

not be deprived of their right to consider all its implications,
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50. In all intcrnational organizations, including the Agency, the term
Yordinary cxpenscs" related only to administrative activities. The
obligations on Member States werc limited to such expenditure, the only
expoenditure they were legally obliged to cover by contribution to the
budget. Any State was, of coursc, frec to contribute morc than its
asscsscd sharc. T tho proposed amendment to the Statuts were adopted,
the meaning of the form "ordinary expenscs! would no longer be limited
and it could be cnlarged in scopce any time if the intcrests of certain
States so required. That would not be in the general intorest but would

contravens the universal character of the Agency.

31, It was common practice to'finanéo programmcs by voluntary contributionﬁn
In its resolutions cstablishing the United Nations International Children's
Emcrgoncy Fund (Goneral Assombly fesﬁlution 57'(1))an& the Expanded Pro-
gramme of Technical Assisfanoe (Genecral Assembly resolution 304 (IV)),

the United Nations had spccifically étatod that resources would be provided
by voluntary cohtribution, The resolution créating the United Nations
Relief and Works Agency for Palestine Refugces in the Near Bast (General
Agsembly resolution 302 (IV)) gpecificd that voluntary contributions could
be made in funds or in kind asnd that all cxpenscs other than administrative
oncs would be financcd by voluntary contributions; and the resolution
setting up the Spccial Fund (General Asscembly resolution 1240 (XIII))
sﬁecified that the Fund'g finanéial resources would come from voluntary
contributions, Similarly, Article X of the Agency's Statute pfovided that
Members might make availablce $to the Agency services, ecuipment, and
facilities which might.be of assistance in fulfilling the Agencj's
objectives and functions. Likewisc Articles V.E.8 and XIV.G referred to

voluntary contributions,

32 If the Unitcd States amendment were accopted, 1t would be necessary
to modify, at the same ftime, a2 scries of fundamental principles contained
in other proyisiohs o¥ the Statute, It would have been simpler if the
United States delegation had mercly proposed an increasc in the assesscd
contributions. The only possible reason 1t could have had for not doing
so was that it wishcd to attack tho bases of co-operatlon that had sorved

the Agency up 1o the prescnt,
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33, Bach time a State made a voluntary contribution, a bilateral agreement
was ce¢stablished between it and the Agency. Under the terms of Article ITII.D
and in accordance with intcrnational practicc, the Agency had to take the
nccessary action to onsurc that the agrecment remaincd in force and was
applied, Good faith on Dboth sides was an indispensablc condition for
maintaining thce validity of the agreement, and good faith was cxcluded by

any kind of unilatcral action. Voluntary contributions to the Agency could
not be transformed into obligations except by bilateral agreement, in which

o

cagse the State conccrncd would have the right fto make its own decision.
Recognition of tho fact that the sovereign rights cf States must e respocted
was one of the fundamental principles governing the Agency's activities.,
/Gould those rights conceivably be said to be respected if the voluntary
contributions of a sovercign Statc could arbitrarily be made obligatory by
the unilateral action of an international organization or institution?

The Statcs concerned would have an indisputable right to take steps to protect
themselves against such action,. It would be sctting a dangerous precedent
for any international organization to makec such a claimg in fact, it would
be a breach of cxisting intcrnational law. An international organization
was certainly not a State, its rights werc not- thosc of a Statecs far less

was it a supecr-Statc.

34. To prevent misunderstandings, he wished to stress again that his
delcgation was not attempting to avoid any sacrificc which was nccessary for
the common goods it mercely wished to draw attention to the dangers of
adopting.the United Statcs proposal. The Hungarian Government had always
/rosponded, ag far as it poseibly could, to demands made upon it and would
continue to do so as long as the burdens werc to be cqually shared, It had
always becn, and intconded to continuec being, the faithful friend of the newly
independent countrics, but friendship could not always be expresscd in
dollars, or in monectary tcrms at all. It did not agree that everything

must be viewed in terms of the dollaf.
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35. Assistance should always be effective and efficicent. When making
voluntary contributions, the Hungarian Government had never failed to take
into account thc nceds and the special wishcs of the developing countries,
and had manascd to mcct them when the available reosources permitted.

Its traditional good rclationghip with thosc countrics had théreby heecn
strengthencd; 1t had heen possidble to make joint studies of reguirements
and posslbilitics and of the hest methods of providing zusistance. All
that risked being transformed into a pccuniary, mechanical relationship,
into an arid payment of dollars, by the Unitcd States proposal, However,
the Hungarian Covernment would continuc to welcome students from the
developing countrics into its institutions and was propared to give those

countries whatever it could in the way of the assistance they needed,

36. The proposged amcndment to Article XIV of the Statute could not hug
upset a serics of valuable provisions, and it was impossible to foresec
the consequenccs of the violation of the principles and practices of
international law which that would cntail. Those who wanted to help the
developing countrice would do better to help give cffect to Resolution
GC(VI)/RES/IBI, unanimously adopted by thce General Conference. The

Hungarian delegation could not support the United States proposal.

37, Mr. dc ARAOZ (lcxico) said he did not think that the atmosphere

wag propitious for adopting an amendmcnt to the Statute, but the problem
of stabiliging the Agency's finances nmust be solved, Efforts had becn
mades; Member Statcs had boen invited to make voluntary contributions in
amounts that were at lcast the same porcentages of the target for each
year as woerc thelr asscssced contributions to the Regular Budget. Not all
Member Statcs had rcspondcds some had contributed more than the requested
percentage, 25 Mcmbey States (including Mexico) had contributcd the
requested perccntage, somc had contributed less and 35 Momber States had
not contributed at all. The annual deficit continued, His Government
believed that further cfforts should be made to persuade Member States

to increase their voluntary contyibutions and that, when drafting the

programme, account should bc taken of the fact that some Member States had
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indicated that they would be unwilling to incrcasc their contributions
consequent on an amondment of the Statute, but were prepared to incrcasc
their tcchnical assistance contributions in the form of fellowships and
equipment. Tigs Governmeont would analysc the situation in the 1light of
developments, and it rescrved its position until the problem had been

considered at the Gencral Conference.

38. Mr. BOUKIS (Grocce) said his Covernment!s views wcre well knowns
the principle of financing the Operational Budget by voluntary contributions
was a good one but did not work in practice and since, in the interests of
long-term planning, the Agency must have a unified and stable budget, his

delegation would support the United States proposal.

39. Mr. QUIHILLALT (Argentina) remarked that the United States

proposgal was an improvemcnt over the United Kingdom proposal and was generally

acceptable to his Government.

40. He wished, at the prcsent stage, to mention a matter which was not
directly comnected with the subject under discussion,. The Unitcd Nations
was at prescnt studying mcthods of financing opcrations for the maintcnance
of peacc, and it was possiblce that a new scale of assessments would be
introduccd. Sincce the Opcrational Budget was, in a scnse, similar to the
United Nations opcrations for the maintenance of peace, his Government
would support the appiication by the Ageney of any new scale introduccd

by the United Nations for financing those operations.

41. Mr. CARGO (Unitcd Statcs of America) cxpresscd gratification at
the support given to the United States proposal, In his view, the text

was well balanceds; it offored much to tho developing countries and provided
at the same time rcasonablce safcguards for all against radical policics and
inflationary budgcts. The Agoncy would bce ablce to plan with greater
certainty. The devcloping countries would not facc cxcessive incrcascs

in their contributions, and part could be paid in local currency.

42, The Governor from the United Kingdom had dealt very thoroughly with
the question of inflationary budgets and he himself had little to add.

Safeguards alrcady cxisted in thc nature of the Agency's budgetary process,
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The amendments provoscd to the Financial Regulations by the United States
delegation would provide thce Board - which to a far greater extent than 1n
‘'other United Nations agencics was reqponolble for budgetary and finan01a1

mattors — with a sufficicnt degree of flexibility of action,

43.  As the Governor from the United Kingdom had indicated, the General
Confercnce would have no basis for action at its seventh regular session
unless the ﬁoard took somc decision at its present mectings, He appealed
to Governors to aoqept’thc text submitted by the United States as a

reasonable basis upcn which the General Conference could take action.

~

44.. Mr. PONOMARFPNXO (Union of Soviet Socialist Republics) said that
the Board had not yct hecard anything to convince it that the United States

proposal was in any way right or juridically well-foundecd. Hig delegation
still objected to the proposal and reserved the right to take the matter up

in the General Confcrcence.

45, Mr. KFMAL REHEEM (Pakistan), referring to the Governor from the

United Kingdom's injunction to remember that half a loaf was better than no
bread, recallcd that under the terms of Article IV.C of the Statute the
Agency was based on the principle of the sovercign cguality of all its
Members, who were expected to fulfil in good faith the obligations asgumed
by them in accordancc with the Statute; under Article III.B.3, the Agency
was requircd to allocatc its resourccs in such a manncr as to secure
efficient utilization and the grecatest possible gencral benefit in all arcas
of the world, bearing in mind the special needs of the under-developcd areas
of the world, The dovcloping countrics expected the Statute to be adhered

to in good faith; and crumbs werc not what they expected,

46. Bis Government was prepared to accept the United States proposal to
amend Article XIV but could not agree to the proposed new Financial Regulatioﬁ
(GOV/904/Rev.2/Add.1).  The limitation of $30 000 on the amount which could
be spent on supplying cquipment wes unacceptables 1in many cases the . |
equipment rcquircd might cost, say, $31 000, and cveryone knew that the

type of equipment dinvolved would be of no use if supplied only in part.
Allowancce should be made Tor marginal adjustments. Purthermore, the setting
of a-rigid limit was unrcalistics prices might increcase, and such rigidity

would limit the usefulncss of the tcchnical assistance programme.
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47. Mr, DASGUPTA (Iﬁdia) said he sharcd the views Jjust expresscd.
The United Statcs proposal for amcndment of Article XIV had been submiticd

only after lengthy consultations and prolonged discussion of all the aspects
of the problem and, if further restrictions werc introduced, it would no
longer be acceptable to the developing countries. The fact that the
Technical Assistance Committec and the Board would both consider each
application for the supply of equipment was sufficient safeguard agaipst

the misuse of funds or undue inflation of budgets.

48. The proposed amcndment of the Statute called for a greater sacrifice
from the developing countrics and obviously impliecd a more severe strain on
their meagre resources, particularly in terms of foreign exchange.
Nonetheless, the developing countrics were prepared to move forward in their
collective interest. He hoped the big countrics, which could virtually be
termed the donor countrics, would also consider that point and try to move
forward. He appcaled to Governors, espccially to those represcnting the
more advanced countrics, to accept the proposal in question, as he felt

that it was in thc common interest of all that the Agency'!s finances should

be placcd on a firm and steady basis.

4G, The CHAIRMAN put to the vote the draft resolution contained in
document GOV/904/RGV.2 and the proposed new Financial Regulation contained
in document GOV/904/Rev.2/Add.1.

50. At the requcst of Mr. Cargo (Unitcd States of America), a roll-call
vote was taken.

Indonesia, having becen drawn by lot by the Chairman, was called upon

to vote first.

The result of the vote was as follows:

In favours Iran, Italy, Japan, United Kingdom of Great Britain
and Northern Ireland, United States of America,
Viet-Nam, Argentina, Belgium, Brazil, Colombia,

Denmark, Greece

Against: Pakistan, Poland, South Africa, Union of Soviet

Socialist Republics, Hungary

Abstainings Indonesia, Mexico, Australia, Canada, France, India
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51, There were 12 wvotos in favour and_5 azainst, with 6 abstentions.

The draft resolution contained in document GOV/904/Rev.2 and the proposoed’

new Financial Regulation contained in document GOV/904/Rev.2/Add.l wore

adopted.

52, Mr, KURINO (Japan) cxplained that he had voted in favour of the
United States proposal becausce his Goveornment was in general agreement with
it. Many factors had becon taken into account, including the fact that
several Covernors rcproscnting the develoning countries sympathized with
the proposal, During the discussion, the rcpresentatives of the advanced
countries had spokoh of cortain principles and, in particular, of the
principle that tochnical assistance should be financed from voluntary
confributions. There were, howcver, other possible principles, one of
which was that tochnical assistance should be filnanced from the Regular
Budget. In the view of the developing countries, however, the-most'important
principle of all was that the funds for tochnical assistance should be
augmented by all possibilc ﬁeans. He hoped that the aims of the draft
resolution ﬁust adopted would soon be realizcd, but that the budget would

not be unduly incrcascd in the proccss,

53, Mr, KEMAL REHEEM (Pakistan) oxplained that he had becn unable to

vote in favour of thc United Statcs proposal becausc it included the

addition of a new Financial Regulation which was unacceptable to his

Government. He would have hcen prepared to votc in favour of the draft

resolution alone.

54, Mr. SASRADIPOBRA (Indonesia) explained that he had abstaincd

because he wishcod to rescrve his Government's position. His Government was
awarc of the Agoncy's financlal difficulties and viewed tho United Statgs.
proposal with sympathy as being a sincerc cffort to soclve them. It would
welcome the possibility of paying its contribution to the Agency in local

CUTTENCY,

55, . Mr. DASGUPTA (India) remarked that a two-thirds majority decision

should have becn callcd for on such an issuc.
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56, Mr. CARGO (United States of America) observed that the United
States proposal had, in fact, obtained a two-thirds majority. He recalled

that all the Board's decisions were taken by a majority of the Governors

present and wvoting. Rule 38 of the Provisional Rules of Procedure defined
the term "Governors present and voting" as meaning Governors casting a valid
affirmative or negative votes UGovernors who abstained were to be considered

as not voting.

57. The CHATIRMAN agreed.






