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INTERNATIONAL AGENCIES

'33.1 INTRODUCTION

The industrial revolution set in motion a process that has made the world increasingly
mlcrdcpendenl and small.-The 19th and 20th century revolutions in such fields as means
ot transportation, communications and information have increased its growing
interdependence and promoted globalization. Lately this process if further pushed Torward
by rapid advam.es in technology, making the movement of goods, capital and human beings

r even cx(,hange of information uhimaginabty fast. But this is not without' problems in
. areas like labour, migrahon. trade, health, culture and development.. Such problems
cannot he resolved without international collaboration and conperation of all nations and
peoples: Hence, in order to meet these challenges and to perform special, technical aid
non-political lunctions, governments have set up agencies like International Labour
Organization (ILO), World-Healtk Organization (WHO), Food and Agricultural
Organization (FAQ) undcr the-acgis of UN General Agrecment on Tarifls and Trade (GATT)
and World Trade Orgam.raunn (WTO)is a recent addition to these existing agcnues

There were other reasons alse for the establishment of some international agencies.
The world had experienced massive destruction of fife and property in the two world wars.
‘leading to great economic depression. Therc was need to create dnternational institutiona
arrangements for reconstruction of war rayaged cconomics. Hence the International Bank
. for Reconstruction and Development (IBRD) or World Bank and International, Monetary
Fund (IMF) were born. Except WTO (and its predecessor GATT) the six agencics
mentioned in this lesson are specialised agencies of the United Nations. There are seventeen '
specialized agencies of the United Nations, including the six discussed in this lesson. Falling
outside the scope of these agencies but affecting their activities are the -hundreds of
multinaional comporations. These are also discussed in this lesson.

332 OBJECTIVE

After studying this lesson you will be able 1o :
e Identily the objectives for the establishment of International Agencics

@ . Analyse the role played by the Agencics of the United Nations like [LO, UNESCO
WHO, FAQ in promoting international co-opcmnon in non-pout.c.ai fields

@ Tiace the divergent views held by differcnt sections of Eountrics about these.
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KEY TO TERMINAL EXERCISEF
Please See in Section 32.3
Please See Sectiuns 32.4.1
- Please See Scclion32.5
Please See Scetion 32.6
Please See the first paragrapb in Section 327
(a) 324 (©) 325
() 32.4 (@) 328 (e) 324 and 32.7

EXTENDED LEARNING

Raskc Facts About the Uaited Nations (Ncw York, 1995).

Image and Reality : Questions and Answers about the U_ﬁted Natioas
(New York, 1996). '
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The United Nation:

KEY TO INTEXT QUESTIONS
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32.9 WHAT YOU HAVE LEARNT

To recall from the lesson. The United Nations was formed on 24 Oclober 1945 with the
objective of maintaining world peace and Security. It has six main organs, the General
Assembly, the Sccurity Council, The Economic & Social Council, The Secretariat, the
Trusteeship Council and International Court of Justice 10 acheive its aims and objectives:
The United Nations tirclessly offered mediation and other services to resolve peacefully
differences hetwcen countries. On occasions, the United Nations has imposed economic
sanclipns and authorised military action against a few defiant countries. The United Nations'
peace-keeping operations have played a key role in maintaining world peace. Besides. the
Organisation has striven 1o persuade the advanced countries to contribute to the economic
development of the less developed countries. The United Nations' opposition to colontalism
and racism and also its effor's to promote human rights in the world have brought about
encouraging results.

The United Nations has she wn encouraging promise on many fronts, though it falls
short of our expectations on many other counts. Yet it remains the unigue forum available
o humanity as & whole (o pursuc the ultimate goal of building a world of peace, prosperity.
equality and justice. Five decades are too short to realise these ideals: but with the suppon
of the peaple. and governments it can make the next five decades more productive in
realising those idcals,

TERMINAL EXERCISES
L. Discuss the purposes and principles of the Uniied Nations Charter.

2. Compare and contrast the composition and functions of the General Asscmbiy and the
Security Council.

3.7 Explain the three main lines of action by the United Nations in maintaining world peace,

4. Examinc some of the contributions of the United Nations towards economic
devclopment ol the kess developed ¢ountries.

5. Discuss the importance of the United Nattons role in th® decotonisation effort,
6. Wrile short notes an the foilowing :

ta)  San Francisco Coaterence

{h} UN Seccrctary -Conoral

(¢) Peace-keeping operations of the United Nations

(d) Universal Declaration on Human Rights

(¢} United Nations' Trusleeship System




The United Nations

Day The Dct.laratmn umtaim a comprehmsive rangc of eivil, pnhuc.al economic, soctal

and cultural rights that-all peoples arc entitled to without any discrimination. Admittedly,

the Universal Declaration, as any declaration, is not binding on governments. However, it
gave msplratmn to'the drafting of two legally-binding covenants, one on economic, social
‘and Cultural rights and the other on civil and political rights. Both these covenants became
applicable io the signatory states from 1976 onwards. These two covenants, together with
the Universal Decfaration, are known as “the Inicrnational Bilt of Human Rights™..

The Covenant on ccnnnmn., social and cultural rights highlights the right 1o work in
just conditions, the right to adequate standard of living and the right to social protection.
The Covenant on civil and political rights emphasises freedom of movement, equality

_heluee the law, Irecdom of religion, freedom of participation in clections, and protection
of minority rights. The compliance of the sigaatory states (o this covenant is monjtored
by a specially constituted Committee on Human Rights. A remarkable feature is that the
United Nations is empowered under the civil and political rights covenant to receive and
redress the complaints from individuals against the hehaviour of their own' respective
rovernments,

The United Nations has adopted other declarations and covenants with the aim of
stopping the practice of torture and racial discrimination, or protecting vulnerable sections
like LI\I[(.'I'CI'I. women and migrant workers,

The activitics of the United Nations include the convening of periodical conlerences
on human rights. Recently, in 1993, the United Nations organised at*Vicenna an international
@nicrence on human rights. Acting upon the recommendations of that conference, the

General Assembly appoirited in 1994 the UN High-Commissioner or Human Rights whose _

task is 1o promote more scrupulous respect for human rights thiroughout the world.

INTEXT QUESTIONS 32.5

Answer the loltowing questions

- . The Declaration on Decolonisation was adepted in . (1945, 1960, 1995)

2. The Umted Nations was responsible [or the: .\dlmnmr.mnn of the trust territories.
. (True/False)

3. The native Ieadcr of the re.slst.mw movement against apartheid in South Africa was
" {Mahatma Gandhi/Nelson Mandela)

‘4, Thc Universal Declaration on Human Rights'is binding on all member codntries of
the United Nations. (Truc/Falsc)

5. Whicﬁ'day every vear is obscrved as the Human Rights Day?
{26 Junuary/ 10 Decembet/ 15 August)

6.- The two covenants on mman rights came into force in

(1997/1976/1966)

7. “The forcmost body active in the ficld of human rights is the
(World Court/Human Rights Commission/Econamic and Social Cnum.lll

%. Whicir important office was cstablished on the recommendation of the 1993 UN
Conference on Human Rights ?
{Ombudsman/High Commissioner for Human Rights/Human Righis Court)

'S
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_measles, poliomyelitis, tetanus, tuberculosis, and whooping cough. The joint WHO-
'UNICEF programme saves the lives of more than 3 million children cach year. In 1980 it
proclaimed the total eradication of small-pox from the world, following a 13-year global
programme. ' '

- Global research programmes administered by WHO include a special programme in
collaboration with the UN Develepment Programme (UNDP) and the World Bank relating
to research and triining in trqﬁical discases (such as maluaria, lcprosy. schistosomiasis,
filariasis, trypanosomiasis and leishmaniasis). Working in co-operation with the World

- Bank, FAO and UNDP, WHO is engaged in 2 massive programme (o coimbat onchocerciasis
(i.e., river blindnéss) in Western Africa. It also dircets and co-ordinates a global progranune
on Acquired Immunity Deficiency Syndrome (AIDS) 10 prevent and controd infection with

. Humag Immunodcficiency Virus (HIV) and 1o reduce the social and personal impact of
AIDS. : -

33.6 FOOD AND AGRICULTURE ORGANIZATION (FAO)

The FAO was esiahlished in 1945 as a result of the World Food Conference held in Quchec
City, Canada. its headquarters are'in Rome, Haly. : .

According to its constitution, FAO aims 1o raise levels of nulrition and standards of
living of people across countrics to improve. the production and distribution- of all food
and agricultural produces trom farms, forests and fisheries: to improve the living conditions
of rural popolations; and, by these means, o climinate hunger Irem (he ‘warld, One of
FAQ’s priority objectives is to encourage sustainable agriculture and rural development, a
long-term strategy for the' conservation and management of natural resources, maximising
stability in the flow of supplies and securing access to lood by the paor, The People’s

“Participation Progranime promotes the involvemnent of rural people in decision making,
policy making and in activities affecting their tives.

- In carrying out these aims, FAO promotes invesiment in agriculture, better soil and
water managcment, improved yields of crops and livestock, agricultural research, and the
transfer of technology to developing countries. FAQ promotes the conservation of natural
resources and the rational use of fertilisers and pesticides. It combats animal discases,
promotes the development and sustainable utilization of marinc and inland fisheries and

encourages the sustainable management of forest resources, Technical assistance is provided

in ail these fields and others such as nutrition, agricultural engincering, agrarian reforms,
“deveiopment of communications, remote sensing for climate and 'vegetation, and the
prevention of posi-harvest food losses. FAO alse works to maintain glohal bio-diversity
with particular emphasis on the genetic diversity of crop plants and domesticated animals,
essential for stable agricultural production,

Ia addition, the FAQ has been active in the international efforts to assist African
countries affected By drought and grave shortages. In this it has worked closely with its
offshoot, the World Food Programme, which uses food aid for social and economic
development and emergency relief. In 1990 it launched an interpationa! scheme for the
Conservation and Rehabilitation of African Lands to promete national policies in agriculture
and rural dévelopment that stress food security, popular partigjpation and environmental
protection through the sustainable use of land and water resources. Its global Informatiop
and Early Warning System provides current information on the world food situation and
identities countries threatened by shortages to guidé potential donors. Its Food Security
Assistance Scheme is designed to assist Geveloping couniries to set up national food
rescrves. The Drganization also has a major role in collection, analysisand dissemination
‘'of information on agricultural production, including commodities.

FAQ acts as'a neutral forum for the discussion of issues and advises govermnments on
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policy. It convencs international conferences such as the 1992 International Conference
on Nutrition, organized in collaboration with the WHO,

Although the work ol FAO has not been disturbed by intrusion of extraneous political
issucs, some of its work has proved to be palitically contentious, Its last Dircctor-General,
E_Saouma of Lebanon, was criticized by the US Administration of empire-building,
extravagance and decisions made contrary te the wishes ot the main donors, A more serious
criticism against him was that he encouraged policies which have proved popular with the
majority of FAO member states but were not best designed 1o encourage éxpenditare on
capital building works. '

In sum, it may be noted that although these four UN Specialised Agencigs, discussea
above, have heen passing through difficull times duc to financial crisis which has engulfed
the entirc family of UN ayencies. The United Staics. a top contributor of funds, demands
proportionate sity in the decision-making in these agencies so that the developing countries
no longer be able 1o dominate in deciding policics and prngmmmcs. Despite such strains
and stresscs, these agencies are playing an important role in their respective areas of activity.

INTEXT QUESTIONS 33.2

Fill in the blanks with words given in the brackels.

1. is one ol the discases which has been totally cradicated by WHQ.
tpelio/small pax/river blindness).

2. The headquarters of FAQ are in ' {Rame/Geneva/Paris)

3. The joint WHO-UNICEF pmumnnm saves the lives of more than
children. (10 million/s milon/3 mll!mn}

33.7 INTERNATIONAL FINANCIAL AGENCIES

The pressing nced to ensure simooth operation of world econonmiy was uppermost among
the leaders who planned various inlernational agencies after the Second World War., The
memories of inter-war years about unprecedented ceonomic depression as 2 major cause
for the war were Iresh in (heir minds. To prevent recurrence of such events a conterence
was held at the Brettion Woods (United States) in 1944, resuliing in the establishinent of
two nijor agencics: the International Monetary Fund (IMF) and the [nternational Bank
for Reconstruction and Development (JBRD). These Iwo agencies are known us the Bretton
Wouds Institwtions. Their headquarters are in Washington. Let us learn more about each
of them.

33.8 IMF

The 0b|et.uves of IMF are (o promote inicrnational monetary co- upcmlmn to expand
international rade and maintain exchange rate stuability: 10 assist in the removat of exchange
restrictions and the establishment o1 a multdateral system of payments: and 10 make
available the financial resources. of the IMF (o alteviate international balance of payments
(BOP) dlsethbnum of the member countries,

Balance of Payments (BOP) : Tt refems 10 the balance between the cost of a
country’s imports and the receipts for its exports,

Due to weighted voting system, the developing countries do not have much say i the
decision-making. The USA has the largest quota followed by Germany, Japan, France and
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the United Kingdom. There is a petiodic revision of quota every three to four years. The
quota of all the members together finances the functions of the IMF and decides its lending
capamty 0.

IMF gives loans 1o needy member countries under proper conditionalities, to overcome
the problem  of balance of payments. These loans are forwarded along with strict policy
prescriptions to deal with problems with running the national economies. The IMF may
insist on devaluation of natioral currency, reduction in government expendlturc, cut in
subsidies, etc. which are commonly known as “Conditionalities”.

Conditionalities; Conditions and prescriptions imposed by IMF on developing
countries while advancing foans to theny. Such conditions inciude devaluation of
the national curencies, reduction in governnient expenditure, cut in subsidies.

«a) Drawings : When a couniry has short-term and medium-term payment problems, it
sells its own currency o the TMF 1o buy the desired currency at a price lower than
that of the market,

{(b) Stand-by Agreement : The IMF gives assurance to the member couniries that 1oan
will be'made avaitable o them in case of need. Tt carrics conditionalitics — the member
countrics have 10 introduce ceonomic policy reforms to siem the anticipated problem.

{¢}.Compensatory Financing @ [l was started in 1963 to alleviate specifically the

- difficulties of developing countrics. This scheme recognised for the (st time that a
courtry’s BOP problems may he beyond ils control. Most of the developing countries
arc the producers of primary products like cocoa or rubber. Their economies are
_susceptible 1o volatile prices of the primary products in the international market.
Therelore, under this scheme the developing countries get a loan on the basis of their
sntire cconmis situation,

¢d) Extended Fund Facility : It is 2 medium-ferin assistanee demanding correcticonal
policy measures to overcome structaral weakness through planning.

(ct Oil Facility : [t was creaied in 1974 10 help tde over: BOP problcins arising out of

- sudden hike in petroleum prices.

The IMF has been jntroducing various. schomes Tront time o tine 10 mect the growing
demands of countries for finances. During the (irst ten vears of its operition. the IMF wa
maore coneerned with the problems of the European countrics and maintaining the lixed
exchange rate sysicm. By 1970, the fixed oxchange raté system’ collapsed. Tt has since
been replaced by the market forces o demand and ~.upph in currency transactions, Also,
-by 1970, most of the European economies had hecome sulliciently strong, Therelore, the
IMF shificd its aitention o the BOP problems of the developing countries.

Exchange Rate: Intermtional prices of currcncicil

After 1970y increased volume of subscription hus resulted inan increase inthe lending -

facilitics too. Bul these arc accompanicd by various conditionalities. Economic
conditionatitics include such measures as devaluation. Budget deficit controls, allowing
forcign capital investment, runing gove..oient expenditure and privatization,  The
dcvclnpum counlrics are not ahle o adhere 10 some of the harsh conditionalities because
they affect their national socio-cconomic poticies in the long run. Such sufeguards hit the
~00r very hard because they are mdiscrinnate. For example. budget defici conirol implics
reduced expenditure by the government. In a devefoping country stale intervention is
neeessary 10 cradicate poverty and hunger. Budget deticit control has ked o tood riots in
some African countrics. Now, the IMF is tatking about adjusiment in a bumanitarian
© manner. '

The decision making in IMF is through consensus wherein the sicl countrics have an

- 419
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upper hand. The weighted voting system Jurther militates against the intcrests of the
developing countrics, The countries contributing more have better say.

The conditionaditics hitherto were economic in nature. Now they have transcended the
cconomic sphere, The IMF is now imposing such political safeguards as good government,
arms control, democracy. legal regime and above all, human rights. They are evolving a
model of political system which has strong ideolopical connotation. This is very different
from the initial ycars when the IMF was founded to be an expert cconomic body devoid
of any political dimension. ‘

Most developing countries inday are reeling under the debt burden of one scheme or
the other and arc finding it difficull (o cxtricate themseives out ol it. They have to further
borrow 1o pay for the interests on loans. This is catled debt trap Tor which there does not
seem 1o he a'way out in the near futurg,

33.9 THE WORLD BANK

The IBRD is also known as the World Bank. [t is a close ally or partner of the. IMF. The
World Bank is a group of four inslifu_linns: the Inlernational Bank tor Reconstruction and
Development (IBRD), estublished in 1945 the International Finance Corporation (IFC),
established in 1956: the fnternational Development Association (IDA), established in 1960},
and the Multilateral Investment Guaramee Agency (MIGA), cstablished in 1988, The
common obiective of all four institutions is to help raise standards of living in developing
countries by channclling financial resources to those countries from developed countrics,

Trs main objectives arc Lo assist in the cconomic reconstruction and development of
its members by Facilitating the investment of capital for productive purposes.

The basic rules governing The Bank's operations are provided in its Charter. These
are as Tollows: (i) Il must tend-onty tor productive purposes such as agriculture and rural
devclopment, encrgy. cducation. health, lamily planning and nutrition, roads and railways,
telecommunications, urban ports and cnergy. (i) Each loan must be guarantecd by the
government concerned and. except in special circumstances, must be for specific projects.
(iii) It must pay due regard 1o the prospects for repayment. (iv) It must assure itself that
the necessary lunds arc unavailable from other sources on reasonable terms. (v) The use
of toans cannot he restricted 1o purchase in any particular member country or countries.
(vi) The Bank’s decision 10 lead must be based vnly ot economic considerations.

The IBRD raiscs most of its money from bonds and other debt securitics issued in
world financial markets, based on the guarantee of share capitat subscriptions from its
members. Other sources of Bank funds arc sharcholder’s capital and retaincd earnings, its
loans are given {or a period of 15 10 20 years. and generally have a five year grace period.
The interest rate on these foans is adjusted cvery six months according to changes in the
cost of funds 1o the Bank: the current rate is 7.43 per cenl. The Bank has earned a profit
every year since 1947, _ o

Among the four institutions constituting World Bank, IBRD accounts for about thiree-
tourths of all Bank lending. IDA provides highly concessionat “credits” to the world's
poorest countries. The “poverty ceiling” Jor a horrowing country was $740 per capita gross
national product in [990. Almast ail [DA “credits™ (they are ot known as loans) have
been for a period of 50 ycars. without inlerest, except for a small charge.to cover
administrative costs, Repayment ol the principal amount docs not begin antil after a 16)-
year grace period. IFC, on the other hands. lends dircctly W the private sector without
government guaranice. It also takes up equity positions 1o 1oster development of capital
markets in developing countrics. MIGA promotes private invesiment in developing
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countries by providing guarantees on project investments.

By 30 Junc 994 the Bank had made 3,660 loans totaling $249.39 billion 10 124

countrics on dilferent projects. In order to eliminate wasteful overlapping of development
assistance and to casurc that the funds availabic are used 1o the best possible effect, the

Bank has organized consortia or consultative groups of aid-giving nations for many

countrics {including India, Pakistan and Bangladesh).

Normally a World Bank loan is giycn to a member government but it can be extended
te a private party if the loan is guarantecd by the government of the borrowing country.
For example, in 1956, a Toan of $80 million was given 1o the Tata fron and-Steel Company
in India (TEISCO) on the guarantee of Indian government, States within Endia have also
availed of its loans. For instance, the recent Enron project in Maharashira has received its
foan on the guaramec turnished by government of India. Tndia is one of the greatest
hencliciarics of IBRD lending operations. In aggregaic terms, the Bank has,.in the last
four and a half decades (i.c., up to 1993) lent approximately $42 billion o India, about
equally divided betwecn IBRD and IDA. India is the single largest hurmwcr in both the
institutions. as it has claimed about 15% of the 1otal Bank lending

33.10 WORLD TRADE ORGANIZATION (WTO)

Thc WTU wus established on | January 1995 replacing the General Agreement on Tariffs
and Trade (GATT). WTO is the result of matty rounds of multilateral trade negotiations,
The Marrakesh agrecment was negotiated as a climax of the Uruguay round of trade
negotiations under the umbrelia of GATT. The 1ast round of negetiations were concluded
an |5 December 1993 and-the participating governments signed the Final Act at a meeting
in Marakesh, Moroces. in April 1994, The “Marrakesh Declaration” affirmed that the
results of the Uruguay Round wauld “strengthen the world economy and lead to more
trade, investument, employment and income growth throughout the world™, As of 31 August
1996 WTO had 123 mcmbers.

WTO has a much broader scope in terms of the comimercial activity and trade policies
to which it applies. GATT applied only to trade in merchandise goods: the WTO govers
trade in goods, services and “trade in ideas™ or intctlectual property (inpovations, inventions
i) ' '

The principal differences between GATT and WTO. are as follows: (i) GATT was a
sct ol rules, & multitateral agreement, with ng institutional foundations, unly a smalt
assoviaied sceretariat which had its origing in the attempt to establish an International Trade
Organization in the [940s. WTO is a permanent institution with ils own secretariat,
(it) GATT was applicd on a “provisional basis™ .cven il, alter more than forty years,
governments chose 10 treut it as 2 permanent conumitment, The WTO commitments are

full and permanent. (iii) GATT rules applied to trade in merchandise goods. In addition to

goods, WTO covers trade in services and trade-rc lated aspecis of intcllectual property. (iv)
While GATT was multilateral instrument, by the 1980s. many ncw agreements had been
added of a plurat, and therefore selective n~are. T agreemems which constitute the
WTO arc almost all multilaterat and, thus, involve commitiments for the entire membership,
(v} The WTO dispute scitlement Systemt is luster. more autonvatic, and thus much less
susceptible’to blockades, than the otd GATT system. The implementation of WTO dispute
findings will also he more easily assured.

The WTO is basced in Geneva, Swilzerland, Iis essential Functions are:

o adnisiering and implementing the mubltitiieral and plurilateral rade agieements
which together make up the WTO:

4
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acting as a forum for muilateral trade-negotiations;
seeking 1o resolve tradc disputes;

overseeing national trade policics: and

co-operating with other international institutions involved in globat ecopomic policy
‘making,

Thus the WTO is the legal and msmuumml foundation ol the mullilateral wading
systcm It pravides the principal contractual obligations deterining how governments
frame and implement domestic trade legislations. And it is the platform on which trade
relations among countries cvolve through u)llcuwc dehate. negotiations and adjudication.

The principles governing trading system outlined in the WTO Agrecments are worth
noting. There are tour signiticant principles: (i) Trade should he conducted without
discrimination. The Agreement prohibits discrimination aniong members and between
imported and domestically produced merchandise. (i) The WTO agrecments seek o ensure
that conditions of investment and trade are more predictable by making it difficult for
member governments to change the rules of the game at will. The ey to oredictable trading
conditions is often the transparency of domestic laws. regulations ang practices. WTO
agrcements contain transparcney provisions which require disclosure of these rules at the
pational Tevel or at the multilaera) level through formal notifications to the WTO. (iii)
The WTO promotes open and Lair competition in international trade. It is not the * ‘frec
trade™ institution as it permits taritts and limited forms of protection, (iv) The WTO
agrecments encourage developnient and ceonomic reform. Many of the underdeveloped
countrics have been lallowing the polices ol economic reforms or liberalisaion during the
last decade.

The importance vl WTO cannot be undermined The 1996 annaal report of WTO statés
that with strong growth in both smerchandise and services tracde in 1993, the value of tota
cross-horder trade in goods and services exceeded $6.000) bittion for the first thwe. . The
current proposals ol WTO are: the Tull and rapid implementation of the Matrakesh
Deglaration on the LDCs (Least Developed Countriesy: improving iheir market access by
working towards the elimination of abl tanit1 and nen-tarily barriers faced by their exports:
helping W improye their investment climate, especialiy by negotiating, when appropriate,
mubtilateral rules on investient: and helping build human and institutional capacity by
improving the effectivencss ind co-ordination vl wechnical co- nperation,

Tarrif : Tax imposcd on impors.

INTEXT QUESTIONS 33.3

Filt in the blanks :

1. The headguarters of WTO is in the city of _
‘ {Geneva/Tokyo/New York)

2, LDCsisanabbroviationol .
3. When was he established WTO? (1994719447 199D
4. WTO replaced

AT
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33.11 ROLE AND IMPACT OF MULTINATIONAL
CORPORATIONS (MNCS)

MNCs arc also called the Transnationad Corporations {TNCs). There arc pround. 35,000,
targe MNCs with about 150,000 aftiliates all aver the world. They arc business encrprises
controlting cnormaets resources-afed capital. For instance: the sales of some Amcrican and
European based MNCs has exceeded S 108 hillion cach. General Motors sales throughout
the world are around § 1-40 bitlion which is lurger than the pross domestic product of many
daies in e world, Today MNCs are reapenstble for direct financial investments 10 the
e v 1700 hillion and correspondingly control gucess to capital markets and echology.
snplovment and 1eade world over. Their criteriz for making decisions are profits to their

arciwsiders rather than nautonal security or soctal weltare, Singe MNCs can and do move

finanee and production around imthe wortd. in response 1o “nrrkel torees”. their impact
an slates s very great indeed. I our daly ives we use proxducis or services ol hundreds
ol MNCs. Indian markets scli goods® from many well-known MNCs. such as Bata.
Matwola, Sicniens. Dunlop. Ranbaxy, Glaxo. 13M. Colgate-Palmolive. Pepsi. cle.

MNCs have great tlexibility in moving goods, moncy. personnel amd techiology across

national boandaries. This Hexibility in fact jnergases their hurgainmg power with both hone
and fosl governments. In deating with MNCS. governments niust e sure that they mantan
comtrol ver X revenues. inflation, wade halances. bafance of payments. rade restriciions
monetay values. credit policics, cmpioyment and connomic planning., The conples
terplay of cconemic and political factors is greatly aitected by The activities ol BN
Thus. iy controdiing such cnomnous resources and a vast market they play a leadize v
i the areas of controb sought by governments,

There are many advantages and disadvanayes ol MNCs. Noiees ] Criticisiis 2ic raised
apatist MNCS I many staes, It has oo aweued that their operatioins intrudy e Hational
sovereienty and techaologicnd. industrizl and cvonomic nkdependence. They are highty
comralizad and are dominaled by the parent compung. The managers are from the hooie.
(parenth siate rescarch is centralized. autonomy For jorcign subsiciaricos is Himted.
- technotogy is or sorted from the parent colpany. protits are repatnated and e policies
conform o the cconomic and toreign policics of the o sl

On (he otiier hand. the advantages inctude inercased sweakth and ccosom growtivior
the host states which will add to their power nationadly and interuacionadly. Thery
comtributions tic mainly in the areas of captal jormation. techiology and numagement
skills, regional development, competition and correcting halance of payment They provide
focal cmployment also. Despite their disadvantages and the “love-hate relationship™ ol
governments with MNCs, they continue to dommate the Tives of natiom in the trade ane
bhusiness Their presence cannot be uverloaked by host states i e Third Wortd.

33.12 WHAT HAVE YOU LEARNT

This lesson has crabled you o undersiat ihe reasons lor the establishment ol many

international agencics. You learnt that without internativnal conperation of nativns and
peoplcs, certain international probicips reiating o labour prablem. food shortage.
agricultural develspment, betier health Facilities. educational and cultural advancement
trade and development cannot be solved, In fact it is dilficult to imagine the present da

world without them. We studied that these international agengics have perforined an
imponant roke in the last 30 years. Despite heing Junctionil and specialised in nature Mheir
operations and activities have olicn been marred by political and ideological ifterences
of the developed/rich and underdeveloped/poor countrics. They have many achicvements
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to theu' credit. Yet mm,h Temains o be dom Let us hnpe that they will conmme 10 work
with dadnuuan and vigour to solve the soc,m-eu)nomu. problems of the world.

TERM!NAL QUESTIONS

1., What is @cant by “specialized agencies of the United Nations™

2. Explain the nature and scope of ILO conventions.

3. Why has UNESCO become controversial?

4. List the objectives of IMF and discuss its role.

5. To what extent has India hccn benefited by the World Bank?

6. Discuss the main differences between GAEIT and W'['O

7. Evaluatc the aims and activities of the muitinationa. wrporanons.

FURTHER REJADING*
i Basic Facts About. the Uriited Nations (New York, 1995)
2. Earopa Yearhook Vu! 1 (London, 1995)
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KEY TO INTEXT QUESTIONS

331 | ILO
2 1LO-
3 ILO
_ 4. 1978
33.2 [ Small pox
2. Rome
3. R million
33‘.3 I Gcncvu
>

Least Devetoped Countrics
3. hunumry. 1, [9US
4, GATT

ANSWERS TO TERMINAL QUESTIONS

1. 31

2. il

3334 )
4. 33

5. 33

6 3y

7. 331

KEY WORDS

Balance of Payment (BOP) : It refers 10 the balance beiween the cost of a country’s
imports and the reeeipts mr its cxports,

Conditionalities : Conditions and prescrintions imposed by IME on developing ummrlcs
while advancing foans to them. Such conditions include devaluation-of the national
currencies. reduction in government expenditure. cul in .‘Huhsltlln..\. clc.

Multinational Corporations : Also known as Tmmn.umn.tl Corporations (TNCs) are
companics or husiness cnlerpnses that operate in many different nations and in multipte
m.lrkus across the globe, in elfect creating a globat shopping centre.

Specialized Agencies ;. Inler-governmental nrs..mualmn\ with wide responsibilities in

cconomic. social. cultural, educational, heajth and other ficlds, whose work is coordinated
by the Economic and Social Council of the United Natons.

Tarifl : Tax imposed on imports,
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