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THE RATIONALE AND RELEVANCE OF THE NEW
INTERNATIONAL ECONOMIC ORDER

< Summary >

Hiroshi Kitamura

The present paper purports to examine critically the rationale and
relevance of the Third World’s demand for the New International Economic
Order. Although the United Nations resolution on the NIEO enumerates all
possible demands of the Third World countries at the present stage of the
North-South debate, the NIEQ is defined here in terms of the rules of the
game of the international economic system centered on trade and investment.
The NIEQ represents atternpts at conceptualizing the nature of the deliberate
adaptations of the world economy required for equitable and sustainable
global development. It is based on the acceptance of the growing
interdependence among independent nations; it is thus far from being a
revolutionary challenge to the existing framework of international economic
relations, What is important with the NIEO proposal is not development nor
poverty; it is rather independence, self-reliance and full participation of the
Third World countries in the sclution of the world economic problems.

The economic theorists tend to reject the NIEO on the ground that it aims
at suppressing, rather than modifying, the price mechanism of the market
and is thus inefficient. This argument loses much of its force, when account
is taken of the prevailing regulations of the market, protectionist and
restrictive practices which the developed nations increasingly apply
domestically and internationally. The ‘new nationalism’ of the North
attempts to protect the interests of particular social groups exposed to foreign
competition through deliberate interventions, because the rigidity built into
the system does not permit constructive adjustments. The NIEO has been
put on the agenda of international economic policy just at the time at which
even the market economies of the North are trying to modify and partially
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denying the principle of free market for the sake of equity and certainty.

The prevailing policy trend means that the free market principle as the
absolute criterion of efficiency is being superseded by a new concept of
mixture of efficiency and equity. Economic efficiency is also traded off for the
criteria of greater certainty, orderly changes and participation based on social
equity. Recent estimates of economic benefits due to trade liberalisation
clearly show that static efficiency gains to be derived from improved resource
allocation are invariably of little consequence, as compared with welfare
benefits which figure prominently under other criteria of economic
- performance.

Finally, the NIEO is put into proper historical perspective in which it
appears a natural evolution of the ‘welfare-state’ philosophy already accepted
at national levels. Since the solution of world economic problems, such as
the overcoming world recessions and securing adequate supplies of raw
materials, requires effective participation of the Third World countries, the
necessary North-South dialogues are expected to bring the NIEO to the
foreground of international policy discussion. The examination of some of
the South’s proposals regarding the rules of trade in primary products and
manufactures confirms their relevance to the actual problems of contempo-
rary world trade. If the world economy is to be lifted from the present
muddle of disorder and uncertainty-on a permanent basis, it will be necessary
for the industrialised nations to take a more positive response to the NIEQor
at least to favour it with constructive counterproposals, instead of continuing

in the purely negative attitude of the past,



