UNITED NATIONS

GENERAL __gj-
ASSEMBLY %

Distr.
GENERAL

A/AC.338/38
15 June 1971

ORIGINAL: ENGLISH

COMMITTEE ON THE PEACEFUL USES OF THE
SEA-BED AND THE OCEAN FLOOR BEYCHND
THE LIMITS OF NATIONAL JURISDICTIOR

POSSIBLE METHODS AND CRITERIA FOR THE SHARING BY THE INTERNATIONAL

COMMURITY OF PROCEEDS AND OTHER BENEFITS DERIVED FROM THE

EXPLOITATION OF THE RESOURCES OF THE AREA BEYOND THE LIMITS OF
NATIONAL JURISDICTION

Report by the Secretary-General

CONTENTS
v Paragravhs

Introduction . . . . . . . . L . L. e e e e e e e e e e e e e i-9
1. ASSESSMENT GF THE PROBLEM . 4 + + + « 1 2 @ v s o o « « o « +» . 10 -48
2.  ANTICIPATED BENEFTTS . . - + = « = o o o o = o o'w v oo o o . 17 -hk
(a) Types of BENefits . v v v v & v v v v & e e e e e e e e . 1T - 26
(b) Possible costs of an international machinery .« ¢ « + + + =« 2T - 39
(c) Sources of TEVENUES « « + « o o« + « o o o = v v o« v s v+ LD =1hy
3. ALTERNATIVE CRITERIA FOR THE DISTRIEUTION OF BEREFITS . . . . . bs - 77
(a) Direct distribution to Covernments . . . . o+ « + o o o o+ L8 - 71

(b} Allocation to programmes of special interest to
developing countries . . . . . . . . . . . . .00 .. T2 =TT

71-32285 -




AfAC.138/38
Inzlish
Page 2

INTRODUCTION

1. At its March 1970 session the Committee on the Peacefyl.Uses of the Sea-Bed
and the Ocean Floor beyond the Limits of National Jurisdiction endorsed the
request of iis Economic and Technical Sub-Committee for a study on the guestion of
"possible methods and criteria for the sharing by the international comunity of
proceeds and other benefits derived from the exploitation of the resources of
the area"”.

2. Accordingly, the Secretary-General prepared a preliminary note which was
rresented at the August 1970 session of the Committee. After discussion of this
‘note the Committee requested that a further, more comprehensive report be
prepared.

3. The present report is submitted in accérdance with this decision of the
Committee, as contained in paragraph 17 of its report {(A4/8021), endorsing the
suggestion by the Economic and Technieal Sub-Committee for "a more comprehensive
study on possible methods and criteria for the shariﬂg by the international
community of proceeds and other benefits derived from the exploitation of the
resources of the area". It was recomnended £hat this report be presented at

one of the Committee sessions in 197L. -

L, In preparing this repbrt the Secrectary-Ceneral has taken into account the
corments of delegations expressed during debate in the Commitiee and the Sub-~
Committees; and the relevant assumptions concerning the area, present technology
and other variable factors. Tt should be noted that the view was also expressed
that such a study, "though useful, would be premature in the absence of acceptable
parameters relating to the area and its resources"”. '

5. In preparing this report, working papers presented to date have been |
considered: "Draft United Nations Convention on the International Sea-Bed Area”
by the United States {A/AC.138/25); "International Régime" by the United Kingdom
(A/AC.138/26); "Establistment of a Régime for the Exploration and Exploitation of
the Sea-Bed@" by France (A/AC.138/27); "Draft Statute for an International Sea-Bed
Authority” by the United Republic of Tanzania (AfAC.138/33).

6. The report attempts to cémply-with the guidelines set by General Assenbly
resolution 270 (XXV) titled "Declaration of Principles Governing the Sea-Bed

and the Ocean Floor, and the Subsoil Thereof, beyond the Limits of National

fons
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Jurisdiction", which states, in paragraph 9, that "the régime shall, inter alis,
provide for the orderly and safe development end rational management of the area
and its resources and for expanding opportunities in the use thereof and ensure

the equitable sharing by States in the benefits derived therefrom, taking into

particular consideration the interests and needs of the developing countries,

whether land-locked or coastal".

T. In a first introductory chapter, the variables involved ir the problem of

benefit sharing are briefly described. Factors affecting the magnitude of possible
proceeds are referred to, such as possible breskthroughs in technology and changes
in market conditions. In chapter II of the report, an attempt is made to arrive

at a definition of net proceeds after having considered the fypes of benefits to '
be generated, the methods of collecting the machinery's "take" and the categories
of operaticnal expenditures to be ineurred by the machinery.

8. The re@ort dealé with the various possibilities of sharing firancial benefits’
giving as examples alternative methods of sharing the proceeds directly by the
countries and, finally, a few tentative approaches to the possibility of allocating
benefits to the least developed countries during the early stages of sea-bed

A"

exploitation are put forward.
o. It should be emphasized that in view of all the uncertainties and unknowns,

the figures in the report are merely of a speculative and illustrative character.
Indeed,'bﬁis.studj constitutes an attempt to provide the basis for a conceptual
approach to the probiem which will be considered by the Committee when itAexamines-
the international régime and machinery in so far as sharing of benefits are

concerned.

1. ASSESSMENT OF THE PROBLEM

10. The types of benefits to be derived from the development of the mineral
resources of the sea-bed and the ocean floor beyond the limits of national
Jurisdiction, as well as their magnitude, will depend directly upon a number of

parameters, which at present cannot be precisely defined. In particular, the
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benefifs to be derived will depend to a great extent on the development of off~shore
mining technology and on future market conditions for minerals produced from the
sea--bed. '

1i. A number of tentative proposals have been put forward to define the benefits
to be Gerived from the international area. Furthermore, the internationsl régime
and the machinery to implement it can assume many differenﬁ forms and one can
envisage a variety of approaches to the-problems of control and management of
exploration and exploitation of the mineral resources in the area.

12, Iﬁdeed, such a vayriety of forms and approacheg iz found in the documents
submitted to the Committee‘in connexion with the questions of the internstional
régime and international machinery. The three working papers submitted by the
United States of Americajl/ +the United Kingdamgj and Franceéf inrAugust 1970,

and the draft statute submitbted by the United Republic of Tanzaniaﬁj in March 1971
cover a considerable range of poséibilities. The range increases markedly when

5/

statements made by delegations are taken into account.=

Technological developments and market conditions
13. Tn addition to the basic parameters above, there are agditional variables
which will influsnce Lhe amount of benefits expected. In particular, it is
possible that technological breakthroughs will bring more rapid developmeﬁts in
resource exploitation than are presently expected. Furthermore, market conditions
for any of the minerals tc be exploited from the sea-bed may also change in the

future.
1b. 4 glimpse at the present state of off-shore mining will help to bring

estimates of possible proceeds for the machinery into proper perspective.
E 5 Prop k E

1/2/3/ Annexed to the Committee's report to the General Lssembly at its
twenty-fifth Session (1970), Official Records of the General Assembly, twenty-fifth

Session, Supplement No. 21 (A/B8021).
4/ A/AC.138/33.

5/ The statements made at the March session of the Committee by the
representatives of Canada (58Lh meeting) and Malta (57th meeting) serve as but
twe examples in which specific schemes were envisaged which would have a direct
bearing on the nature and extent of benefits that could be derived. MHany other
examples could of course be cited. BReference may zlso be made in this connexion
to the Montevideo and Lima declsrations (A/AC.138/3h and A/AC.138/28) as well as
to thHe Televantportion of the Lusaka beclaration and the report of the Asian-African
Legal Cousultetive Commibtes (AJAC.I38/34).

/...
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Iydrocarbons have by far the greatest revenﬁe potential: in 1969, off.shore
petroleum production accounted for 17 per cent of the world's total oil production
and 6 per cent of the world's natural gas production; within ten years, off-shore
production is expected to reach 25 million barrels a day, or about 33 per cent

of totél world output of TO million barrels a day.§/ In fact, off-shore reserves
are thought to be larger than on-shore reserves. Present off~shore petroleum
production, however, is mostly limited to water depths less than 100 metres.
Production costs escalate rapidly as ﬁater depth increases. Therefore, if the
interﬁational area were to be defined as for example the sea~bed béyond & depth
of 200 metres, only a relatively small proportion of off-shore oil production
would be forthcoming from that area at least well into the 1980'5.1/
15, here is now considerabdle evidgnce to indicate that manganese nodule
exploitation from deep-water areas ﬁay become important in the not too distant
future. It is anticipated that at least cone commercial venture to exploit these
nodules will become operational in a few years, providing that_remaining problems
associatéd with full~scale mining systems and metallurgical problems are solved.
Eventually., the extensive manganese nodule deposits found ig all oceans may become
the object of impoftant economic activity.— -

16. Considerations of technology and markets have influenced proposals made to
date and, undoubtedly, these factors will have an important effect on the nature

and scale of benefits which can be expected to come from activities in the

international sea~bed area.

6/ United Nations, Mineral Resources of the Sea, Wew York, 1970, (United
Nations publication, Sales No.: TO.ITL.B.L), para. 5.

Z/ The sedimentary basins of the continental shelf are thought to be very
rich in petroleum resources. These are believed to extend to the outer shelf
and the upper continental slope. Technoleogical and economic considerations,
however, explain the lack of development by the petroleun industry of the
potential resources of these regions.

&/ See Secretary-General’s report on the possible impact of sea-bed mineral
preduction in the area beyond netional jurisdiction om world markets, with
special reference to the problems in developing countries (A/AC.138/36).

/o
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2. ANTICIPATED BENEFITS

{a} Tvpes of benefits

17. Theoretically, all anticipated benefits can be classified into one of two

groups: non-~financial benefits and financial benefits. An outline of the

possible range of benefits will be made, but the analysis will focus on the

finaneial benefits.

Won-financial benefits

18. It is not possible to quahtify these benefits although they present
potential advantages for the internaticnal community. Among those that have been

mentioned the following may be cited.

(i) Expansion of world mineral resources.

19. Present estimates indicate that world demand for some minerals may exceed
the supply from land-based sources within a few decades. The advance of sea-bed
technology toward economically feasible expléitatiOng'could assure additional

©
mineral resources well into the future.

{ii) Orderly development of resources.

20. An international régime would promote the systematic development of resources
through procedures aiming at the optimization of exploration and exploitation
activities. Advanced resource management techniques could be utilized:; methods to

prevent or at least minimize conflicts could be enacted.

(iii} Protecticn of the marine environment.

21. An international régime would create and enforce a set of rules and standards
governing all sea-bed activities directed at ensuring the preservation.of the whole

marine environment.

(iv) Enlarging the number of nationals with sea-bed technical competence.

22. The international machinery could ingtitute training programmes for nationals
of developing countries to guarantee the participation of personnel from all

countries in the application of rapidly expanding ses-bed technolcgy. Thus,

o
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each country could gradually acquire a corps of technically competent sea-bed
experts, while the international community would have the broadest knowledge -

base on which to worlk.

{v) Increasing the koowledge of the marine envirorment and sea-bed area.

23. It is expected that the machinery would generzte a vast volume of scientific

and technical knowledge. which would be made available to all countries.

Systeratic dissemination of such information should be part of its normal funchions:

{vi) Stability of raw material markets.

2h.  An international machinery could endeavour to foster resource exploitation

in a way to promote a greater degree of stability of the rawv material markets.

{vii) Preferentisl mccess to raw materizl for less developed countries.

25. It is possible to imagine that under an international régime, adequate
provisions could ‘be made to enable developing countries to acguire raw materials

g/

produced from the sea-bed under preferential conditions.=

Financial benefits

26, The financial benefits which might be available for sharing by the
international hommunity would consist of the halance remaining after deduction
of the expenditureslfrom the revemues of the international machinery. The
expenditures of the machinery (personnel?_supplies, training, research, etc.) are

discussed below.

{v) Possible costs of an internaticnsl machinery

27. In order to assess the net revemnue which might acerue to the international
machinery for distribution among the Member States, it is necessary o have an

idea of the overhead costs which may be incurred by it. These expenditures

would be:

g i et

9/ A/AC.138/36. - - e

ST o /...
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{i) Administrative costs

28. The usual costs of running an administrative structure will be present,

namely personnel, office rental, supplies, etc.

{ii) Facilities to supervise compliance

29, Unlike most existing international organizations, the machinery might reqguire
vhysical means such as vessels, alrplanes, telecommunication facilities, to
supervigse compliance with regulations and contractual obligations, as well as

in comnexion with any functions that it might be given in respect of investigations
of disputes or complaints.

30. Some administrative and supervisory cost components are inherent in any

type of machinery; other costs, however, may nct be absolutely essential for the

functioning of such machinery.

Regearch and training

3i. Research and training of personnel are two areas which are likely to ecall for
expenditures by the machinery. An essential function of the rigime must be the
co-ardination of research on the sea-bed and the effective dissemination of research
Tindings. Ideslly, training of personnel in techniques of exploration and

exploiteation of sea-bed resources could be conducted in conjunction with research

programmes,
Polluticn .

2. Licenses for exploration and exploitation of resources of the area would have
(75 incorpérate all possible safeguards for the environment, making the licensee
responsible for damages originating from o0il spills and other sources of pollution
arising from their activities. However, insurance and financial responsibility
bonds may not be aufficient to cover the full costs of damage done to the
environment. Therefore, the international authority might set aside funds to
provide for additionsl insurance sgainst the risks of pollution. It is even
conceivable that the authority may promote and support certain pollution detection

cystems and measures to prevent and control damage to the marine enviromment.

e /o,
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Price fluctuations

33. The lest preawbuler paragraph of the declarstion of prin“nples {Genersl,
Assembly resolution LThQ {3XXV) ) specified that "... the development snd use of the
area and iits resocurces shall be underitaken in such o manner as to fogshter the healthy
development of the world econocmy and balanced growth of internationsl trade, and to
minimize any adverse economic'effects'cauéed by the fluctuation of prices of raw
materials resulting from such activities,". Given the crucial rcle of nineral
earnings for several developing countries, the machinery would accordingly be
expected to geek to minimize the possible negabive effects of sea-bed mining
prodﬁction on the export earnings of these developing countries. "It might‘also be
enabled to enter into scme form of compenssbory arrangement with those devsloping
counrtries which might feel the brunt of this nev competition, particularly in the
case of a country whose economy, being heavily dependent on productloﬁ of a given
mineral, could therefore suifer severe congequences .;0/ Such schemes might involve
additional expenditures by the international machivery which would reduce the net

1/

proceeds available for distribution.lﬂ

Financing operations

4 .

34. It is expected that during =n initial period costs will outstrip revenues.

The break-even point between costs and revenues is likely to be attained only

when production of minerale from the area reaches certain minimm levels. Until
that time provision will hsve to be made to finance the net operational outlay

of the 1nurrndtlonal machinery.

35. The concept of a stage requiring temporary Tinancing presupposes thaﬁ the
international machinery is intended to become selfuuhiﬂ1cwepr eventually. Howsver,
it might also be possible to assume that operstionsl expernses of the machinery ¢ would
"be shared by the international community on & conbinuing basis, while the revenues '
to be eventually derivad would be digtributed in such & manner as to favour the

developing countries. This procedure might be one vay comnely with the

4
A

ok

@

of the resources of the

distribution of benefita derived Trom the 2xni

4

sea-b.d in the spirit of the declaration of principles.

¥

10/ Report of the Ccmmittes {1970}, do cunent £/8021, p. 101.

11/ A/A\, 138136 L memm e |
B - PO
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Costs of a fully operational régime

36. Expenditures of an international machinery which would directly undertake
the exploitation of the resources of the area would be very similar in nature
to those of existing international mining enterprises, namely: administration,
exploration and prospecting, training of personnel, research into mining and
processing technologj, capital costs for machinery and eqﬁipment and ongoing

current costs.

37. Given the very nature of mining ventures, it is expected that the initial
financial requirements of an internaitional sea-bed mining enbterprise are likely
to be considerably larger than for the above consideréd types of regulating
international machinery. This raises the complex question of securing the large

initial captial required in relation to the subsequent sharing of net benefits.

Handling of physical output

36. TFor some time to come, the handling of physical output is likely to be
concentrated to a large extent in the hands of the advanced industrial countries.
Relevant in this case is the location of processing facilities for the miperals
produced in the area, in view of the linkages and multiplier effects on income

and employment. The advanced industrial couatries are likely to benefit more

from the‘handling of physiecal outpul, because they will femain major importers

of these minerals. 8ince the productive units (mineheads) for hydrocarbons and
other minerals to be derived from the area will require ocean transportation to

an importing centre, the econpmics of transport would strongly favour shipments in
tulk directly to the final importing-consuming centres for processing there.

39.. Similarly, in view of the highly sophisticated requirements of deep-sea
mining, the supply of needed inputs, for exploration and exploitation activities
in the sea~bed, is likely to benefit the advanced countries. Thus, the
technological and engineering industries in these countries will be further
spurred to develop, with the resulting linkages and indirect technological benefits.
These probabilities would appear to requiré consideration in relation to the

general issue of sharing of benefits.
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{c} BSources of revenues

Lo. It has to be assumed that a legal framework for the development of
‘resources in the area would stipulaete the manner in which the international
machinery would derive its revenues.igj '

hi. Various licensing arrangements can be envisaged for non-exclusive and
exclusive exploration, evaluation of deposits and for exploitation. A fee
structure for exploration activities should tend to éncourage the development
of seéa-bed resources. .

42, A fee strueture for exploitation activities would probably have to
consider the cohditions of each area. TFactors, such as distance from land
base, ocean depth, corrosive effect of the water (hot brines), quality of
mineral grade - would have to be taken into account. The type of mineral
should also figure in the fee scale depending on whether activity is for
hydrocarbons, manganése or other associated minerals.

3. Several flexible programmes could be devised. They could be a
combination of different chargeé: an initial "fee" for exploration and
exploitation rights, a ”royﬁlty“ based on value of production, and an
“income tax” based on the profits of the operation. _

b}, The character and magnitude of various levies which would constitute
the machinery's "take%, will have to be determined by the international
régime to be established. Again, the total "take" of the machinery minus
its expenditures as teﬁtatively outlined in section (b) above, will
determine the mass of financial resources to be distributed. At this stage,
it is not yet possible to attempt to gquantify the proceeds which might be
available, for example, in ten or twenty years. However, in order to put
forward socme conceptual alternatives for the sharing of benefits, it is
assumed that a hypothetical sum, say $500 million, might be available for
distribution at the end of this decade. '

12/ Government measures pertaining to the development of minersl
resources on the continental shelf, review prepared by the Secretariat
(a/4C.138/21).
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3. ALTERNATIVE CRITERIA FOR THE DISTRIBUTION OF BENEFITS

45, This chapter presents a number of alternative methods and criteria

for sharing the benefits which might be generated by the exploitation of
resources of the sea-bed and the ocean floor heyond the limits of national
Jurisdiction. For fhe sake of this exercise, it is assumed that an
international régime, with its required machinery, Wéuld be established to
govern the exploration aﬁd éxploitation of resources in the area. It is also
asgumed that after the deductions to cover the various overhead
expenditures mentioned in preceding paragraphs a certain amount would be
available for sharing among the members of the international community,
takiﬁg into consideration the s@ecial interests and needs of developing
countries. '

Y6. The number of alternatives that éne could conceive in this regard is
practically unlimited. These alternative distributive methods could be
classified into two general categories, namely (1) direct distribution to
all Governments, and (2) allocation to specific international programmes of
prrticular interest to developing countries. - '
47. The magnitude of proceeds available for distribution will be an
important factor affecting the desirability of one distributive method

over another. Before net proceeds reach a Sﬁfficiently large volunme,
direct distribution to all Governments might result in a fragmentation of
finencial resources which would result in benefits of modest significance
to the receiving countries. During this initial period, fhere might be some
advantages to concentrate available proceeds in programmes of high
priority, such as the pfomotion of development in the least developed

countries. This should not be confused with foreign aid, the latter
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involving the transfer of resources froﬁ the advanced to the developing
countries. The proceeds of the international machinery which might be
allocated to programmes of special interest to developing countries'is
by and 1arge rightfully theirs, end as such, cannot be termed aid and
must not be thought of as a substitute for existing foreign aid
arrangenents. These programmes should be interpreted as being within
the spirit of the declaration of principles governing the area, namely
that the resources of tne area shall be used "in such a manner as to
foster the healthy development of the world economy". The allocation
of proceeds to promote growth in the least developed countries would
also comply with the concept of "a rational management of the area

and its resources”

{(a} Direct distribution to Governments

48. A mmber of criteria can be devised to distribute the net balance
directly to Governments departing from the princi?le that the

resources of the sea-bed are a common heritage of all mankind. -?his
seems to indicate that any sharing of proceeds would be based to

some extent on each country's populatlon as a percentage of the world's
total, adjusted 1n,such a way as to favour the developing countries.

h9. In devising criteria for the distribution of net benefits according
to schemes favouriﬁg the developing countries, it will be useful to

keep in mind the distribution of world poPuletion according to levels

of per capita income.




A/AC.138/38
English
Page 1k

Table 1. Distribution of world population by levels of per-capita
gross domestic product (GDP) in 1968

(US dollars)

Level of gross domestic - ~ Percentage of total
product (GDP) per capita world population -
Under $100 2.6
$100 to $250 32.1
$250 to $500 10.6
$500 to $1,000 ‘ 5.7
Over $1,000 : ' 27.0
100.0

Source: United Nations Secretariat.
. v

50. 1In 1968, the median per capita income level was about $150; that is, about

half of the world population was in countries with an.avefage per capita gross

domestic product of less than $150.

51. In order-to facilitate discussions on possible methods of distribution of

net proceeds direcﬁly to Governments, five examples have been worked out. These

examples are presented in table 2 at the end of this section. This table, for

comparison purposes, also shows the perceptage of each country's population in

the world total and its.share of the proceeds with population the only

criterion. ’ '

52. The figures presented in table 2 represent the percentage of the tptal

funds available for distribution which would be allocated to each country.

Calculations are based on estimated mid-year population in 1967 and per capita

GDP for 1968. It is well known that per capita GDP figures, reduced to a

common US dollar denominator, have serious shorteomings for purposes of

internaticnal compa;ison of levels of living. However, alternative indices such

as per capita enpergy consumption, doctors per 1,000 population, degree of

Joes
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literacy, percentage of population in agriculture, and otﬁers, present even -greater
p:oblemé of comparabiiity. Therefore per capita GDP figures were-used to provide
an indicator of relative degree of develcopment in the elapor#fion of elternative
criteria_for éonsideratidn. Naturally, ofher indices of relative development could
be used instead of GDP per capita without changing the mechanics of the criteria
presented.

53. An explanétion of the calculatioﬁs used in the five criteria follows. For
each criterion, ekamples of calculations are provided for three developing
countries at different levels of per capita GDP, namely: Somalia ($61), Ceylon
($159) and Brazil ($381).  In order to give a more concrete idea of magnitudes
involved, the illustrative examples end up with the share that these ﬁhrée countries
would have of a hypothetical $500 million net revenue of the international -
machinery available for distribution. ' 7

54. The five criteria can be compared with the results which would be obtained if
proceeds were divided proporticnately to population, i.e. according to the
percentage of each country's population in the world's total. On this basis,
disregarding the.differences in the levels of economic develgpment, the'following
calcuiation would indicate thé relatiye shares in the three examples chosen.

55, Tllustrative caleulations based on population alone:

Total world population, 3,407,813,000

tH

Share of Somalia: 0.0769% x $500 million $384,500
Share of Ceylon:  0.343k% x $500 millien = $1,717,000
Share of Brazil: 2.5135% x $500 million = $12,567,500

Criterion A

56. Per capita proceeds inversely related to level of per capita GDP. The
countries® shares are obtained by: (1) calculating the ratio of the world
per capita GDP ($UST05.14) over each country's per capita GDP; (2) ﬁultiplying
each country's share of world population by-tﬁe ratio obtained in (1); éﬁd
(3) reducing the figures derived‘in'steﬁ (2) to percentage form, i.e., dividing
each country's figure by the sum total of the figures Tor all countries in

stage (2).

-
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5T. This eriterion is particularly favourable to countries with a per capita GDP
below $US150. This result is explained by the heavy distribution'of world
population &t low levels of income. One corollary of this heavy concentration of
world population with low income is that with the use of this criterion, those
developing countries with slightly higher per capita GDP than the $US150 world

median end up with & share of net benefits lower than their share of world

population,

58. Illustrative caleculations:
Somalia Ceylon Brazil
{1} Ratio of world per capita GDP over country's per capita GDP:

705.1k

705.14 | : ' .
ey = $1.5596 T05.14 _ k4348 551 = 1.8508
159
{2) Multiplying country's share of population by ratio (1):
0.0769 x 11.5596 0.343%F x 4.L348 2.5135 x 1.8508
= 0.8889 : = 1.5229 , = 4.6519

U
{3) Figures in (2) as percentage of sum for all countries:

' 0.8889 _ 1.5229 : L.6519
T58.6e68 - 0-1938 I55.6068 - 0-3320 §58.6665 - 10142
(k) Share of hypothetical $500 million:
0.1938% x $500 million . 0.3320% xz $500 million 1.01k2% x $500 million
= $969,000 = $1,660,000 = $5,071,000

Criterion B
59. Proceeds are divided into three equal blocks. The fifst.block is shared by
all countries irrespective of per capita CDP level. The second block is shared by
all countries with per capita GDP below $1,000 and the third hlock by those '
countries with per capita GDP under $150. Each block is shared proportionately

to the countries' population share in that group.
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This distribution method, like eriterion A, increases only the shares of those

couniries with a per capita GDP under $150, as compared to each countryts share of

world population. Countries with a GDP per capita slightly above $150 end up with

shares of proceeds significantly smaller than their shares of world population.’

" 6L,
(1)

(2)

(3}

(1)

(5)

62.

0.0769 x 1/3

‘Total share:

Illustrative calculations:
Scmalia Ceylon Brazil
First block: all countries as percentage of world ﬁopulation x 1/3:

0.0256  0.343k x 1/3 = 0.11L5 2.5135 x 1/3 = 0.8378

Second block: countries under $1,000 as percentage of population of this
group x 1/3:
0.0351 0.4709 x 1/3 = 0.1570 3.446% x 1/3 = 1.1490

0.1054 x 1/3

Third block: countries under $150‘as percentége of population of this

group x 1/3:

0.1523 x 1/3 = 0.0508 - : -

(1) + (2) + (3)
0.1115 - 0.27125 = 1.9868
Share of hypothetical $500 million:

0.1115% x $500 million 0.2715% x $500 million 1.9868% x $500 million
= $557,500 = $1,357,500 . = $9,934,000

Criterion C .

Similar to criterion B, except that the proceeds are divided into five blocks

to be shared by: =all countries; countries with per capita GDP under $1,000;

countries with per capita GDP under $500; countries with per capita GDP under $250;

and countries with per capita GDP under $100. .The shares from each bioek are

always proportionate to each country's population as a percentage of the total

population of gll countries in that group.

T o
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63.

This method of distribution would result in all countries with incomes above

$250 having a share of proceeds smaller than their share of populaticn. Countries

in the income group of $100 to $250 would receive s share of proceeds sone

12 per cent sbove their share of population, while those with incomes below $100

would receive - a share 93 per cent greater,

6l .

(1)

(L)

(5)

(6)

(1)

Tllustrative caleulations:.
Somalia - Ceylon . Brazil

First block: all countries as a percentage of world population x 1/5

0.0769 x 1/5 = 0.015L '0.3b83k x 1/5 = 0.0687 2.5135 x 1/5 = 0.5027

Second block: countries under $1,000, as a percentage of pepulation of that
group x 1/5

0.1034 x 1/5 = 0.0211  0.4709 x 1/5 = 0.09k2 3.4469 x 1/5 = 0.689h

]

Third block: countries under $500 as a percentage of population of that

graoup x 1/5

#

0.11%3 x 1/5 = 0.0229 0.5105 x 1/5

0.1023% . 3,7366 x 1/5 = 0.7h73

Fourth block: countries under $250 as a percentage of population of that

group x 1/5

I
]

0.1352 % 1/5 = 0.0270 0.6038 x 1/5 = 0,1208 .

Fifth block: countries under $100 as a percentage of population of that

group x 1/5

0.3110 x 1/5 = 0.0622 - - -
Total share: sum of éhares in (1) + (2) + (3) + (4) + (5)
0.1486 - - 0.3858 - 1.939
Share of hypothetical $500 million

0.1486% x $500 million  0.3858% x $500 million  1.939%4% x $500 million
= $743,000 = $1,929,000 = $9,697,000
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Criterion D

65. The share of world population is used as a starting poiﬁt. An arbitrary level
of per capita GDP is chdsen, $US500 in this example., so thai those éountries with
GDP per capita above this 1evél would have their share reduced by a certain factor.
The amoﬁnts withdrawn from these countries would be redistributed to those
countries below that income'level.. In table 2, countries with a per capita GDP
above $500 keep & share of prdceeds equal to their share of world populstion
divided by the ratio of their per capita GLP over $500. For example, a country
with $US2,000 would have ﬁ share oflrevenues equal to one quarter of its share of
population ($2,000 = $500 = 4; share of population = 4 = 1/4 of share of
population). For purposes of redistribution, the total amount withdrawn, from the
initial shares based on population of those countries with a GDP per capita above
$500, is divided into two equal blocks. The first bloeck is distributed to all
countries with GDP per capite under $500, proportionate td their populatioﬁ. The
second block is shared to thé least developed countries, which are assumed here to
be those suggesfed by the Committee .for Development Planningéé/ again proportionate
to their population. This formumla would ailow the international community to
decide the level of per capita GDP above which countries would be awerded shéres
smaller than ﬁheir shareAof'world_population, and below which countries would
obtain a share of net revenues greater than their share of world population. This
method, moreover, has the merit of resembling a progressive world income tax. - It
would permit the world community o determine the minimum level of GDP per capita
subject to the "tax", as well as the degree of progressivity of this levy. By the

same token, it would be possible to redistribute slbternatively the "tax revenue'

to the least developed countries in any desired way.

13/ Committee for Development Planning, report on the seventh session
(27 March-2 April} @fficial Reccrds of the Fconcmic and Social Couneil,
fifty-first session, Supplerent No. T (E/4990), chapver 2: “Least developed
among developing countries in tThe context of the United Rations Second
Development Decade; identification and special measures".
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66. Illustrative calculations:

Somalia ' Cevlon Brazil

(1) Half the shares "taxed" from countries with per capita GDP above $500,
redistributed to all countries below 5)500D proportionate to the population

of that group:

0.1143 x 10.2460 0.5103 x 10.2%60 3.7367 % 10.2460
= 0.0117 ~=0.0523 = 0.3829

(2} Other half of "taxed" shares redistributed to countries with per capita GDP
up to $100: ' ‘

0.1677 x 10.2460 - ' -
= 0.0172

(3) Total share: (1) + (2) + share dfrworld population:

0.0117 + 0.0172 + 0.0769 0.0523 + 0.3h3£ . 0.3820 + 2,5135
= 0.1058 = 0.395T = 2.896k
(4) Share of hypothetical $500 million: - -
0.1058% x $500 million  0.3957% x $500 million 2.8064% % $500 million
= $529,000 = $15978,500 = &1k k82,000

Criterion E
67. A variant of criterion D. iCountries with CDP per capita above $Sdb would be
”taxed"rin the same way. The "tax revenue", however, would be redistributed in a
progressive way with decreasing levels of per capita GDP starting from $500.
The calculations for redistribution would be similar t0 criterion B invblving
the folldwing steps: (1) ratio of $500 over each country's GDP per capita;
(2) each country's population as a percentage of total population for country

group under $500 GDP per capita; (3} ratio in (1) multiplied by population share
of this group; {4) reducing all figures in (3) to percentage, i.e. dividing each
country's figure by the éum totél for éll countries in this group; (5) multiplying
share of each country in (4) by the Mbax revenﬁe” available for redistribufion;
(6) adding figures in (5) to countries' share of world population to 6btain total

share for ccuntries with GDP per capita below $500.
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£8. In this method the redistribution of the "tax revenue" is carried out along a
- smooth function inversely related %o the‘le#el of per capita GDP of those countries
below the level of $500.. A certain degre; of inequity inbherent in distributions
based on discrete groupings is avoided.

69. Iliustrative calculations:
Somalia Ceylon Brazil
(1) Ratio of $500 over each country's per capita GDP
500/61 = 8.1967 . 500/159 = 3.147 500/381 = 1.3123
{2) Country's population as a percentage for all countries in group below $500

2,620,000 _ 11,703,000 _ ' 85,655,000 _
2:292932)4,000 = O.J_-U-‘S 25292,32}_‘_3000 hint 0-5105 2’292’321",000 = 3-7367

(3) Ratio in (1) multiplied by population share of this group as in (2)

8.1967 x 0.11h3 3.1L47 x 0.5105 © 1.3123 x 3,7367
= 0.9369 = 1.6054 . = h.9037
() Figure in (3) as percentage for all countries in this group
0.9369 * 465.3195 . 1.605h * 465.3195 4.9037 & 165.3195
= 0.2013 - = 0.3450 = 1.0538

(5) Share of each country from "taxed shares™ available for redistribution

0.2013 x 20,4921 G.3450 x 20.h921 : 1.0538 x 20.hk921
= 0,0413 .= 0.0707 = 0.2160

(6) Total share of each country: figure in (5) plue share of world population

0.0h13 + 0.0769 0.070T + 0.343% 0.2160 + 2.5135
= 0.1182 = g b1h1 - = 2.7205

(7) Share of hypothetical $300 million proceeds

0.1182% x $500 million ~ 0,k141% x $500 million 2.7295% x $500 million
= $591,000 - = $2,070,500 . = $13,647,500
70. The various criteria presented exemplifying possible-distribution of net
revenue of the interrnational machinery are based primarily on population and levels
of per capita income. No maximum or minimum limitations were made. It is possible,

however, to introduce in any method a maximum share, as well as the minimum share

B ) /;_
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that any country would be entitled to no matter how smell ‘it may be. These
provisions are slready used by international organizations., s for instance in the
assessuent of'contributing_shares‘of wewber countries to cover the expenses of

the régular budget of the United Hations and fhe limitation set by the Internstional
Development Association on loaus granted annually to the two largest least
developed countries. The implications of establi;hing a celling on the maximum
share of proceeds from the internstional machinery to any one country is seen

by the fact that, by criterion B, for instance, two countries alone afe.granted
almost half (49.1 per cént) of total proceeds. Ir the maximum share of any one
country were limited to, for instance, 10 per cent of total proceeds, the other
develbping count}ies would receive a significant increase iﬁ their shares,
amounting in the case of the least developed countries to over 50 per cent of

the sheres -derived in criterion . _

Tl. The internatioﬁal community_might deem it appropriate to assign 2 certain
proportion of proceeds for direct distribution to the least developed among the
developing countriés, before the genersl sharing to a2ll countries. If such
procedure is decided upon, it would be necessary to agree on (1)} the classificétion
of thelleast developed ecountries; (2) the proportion of proceeds earmarked for
this purpcse, i.e. 5 per cent, 10 per cent; étc.; and (3) the formula for
distribution, which could either be & simple arithmetie division or a complex
foxrmula taking into account any nuwber of socio-econcmic indicators sﬁch as

level of income, population density, rate of increase in population, illiteracy

rate, access to the sea and others.
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{b) Allodation to_programmes of gpecial interest to Lﬂveloplﬁz countries

T2. Naturally, if proceeds are distributed directly to all Governments, the
possible share of each country will onLy become mezningful dﬁ on the botal volume
of proceeds reaches a certzin minimum. For instance, in the examels . of the
hypothetical $500 million net revemue distribubed directl ly to States according to
criterion E, the actual shares of Somalia, Ceylon and Hrazil would.only amount to
2.0 per cent, 0.6 per cent aﬁd 0.7 per cent of their respective export carnings-
in 21958. Since even this level of net revenus for the 3nt9ruakzona7 machinery is
not very likely to bhe attained before the 19280s ., each 00L3+rj s ghare as a

Th/

would be comsiderably lower.

percentage of their export earnings at that 1i
a certain minimum

Thus, until the net révenues of the internsiic
amountg.the direct distribution to all States would be of relatively minor
consequence o 1nd1v1dual countries and would hardly have any impact on
international development.

T3. Alfernatively, until the proceeds reach a certain megpitude, it might he
conceivable to‘concentrate the available funds on programmes - regional or national
to promote development in the least developed countries. Buch programmes could —
perhaps be administered by existing international organizations, with the implicit
gavings in overhead expenditures, under guidelines to be esiablished by the

international community.

p

-z of gea~bed resouvrces

Th. . The impact of such an approach, during the carly sthag
developmént9 could be guite considerable. As even some of the more advanced
developing countries would be contributing their share - no matiter how small it
may be - this example of international concern for the least developed countries
would make possible concerted effort towards naerrowing the gap between the two
extremes of world income 1evels.: It may be rec ¢ Shed e leasi developed
countries at present do not benefit extensively from the prosrammes of existing

international lending organizations.

T5. The leamst developed countries would derive
programme of international co-operation. A bypothebical $£500 million distributed

to these countries would amount to an average of 4.l pev cent of their GDP in 1088.

- 14/ Assuming that the export growth tarsct of 7 vear for the
Second Developnent Decade will be attained; and that Ch vl
proceads will be-available by 1980, their shafe of proceeds as o percentage of

their export earnings in 1980 - weuld be: Somalin 0.5 per cent; Ceylon 0.3 per cent

and Brozil 0.3 per cent. ]

'c 1 5500 million
ey
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If these sums were actually invested, they might be able to accelerate deveiopment
in these couﬁtries by an additional 2 per cent pér year. In.table 3, it is shown
that these countries' shares of the hypotehtical $500 million would represent in
most cases over onme-third of their export income in 1968, The additional capital
resources and professional skills, which could be made avsilable by concentrating,
for instance until 1980 the flow of net proceeds to the least developed countries,
might be a meaningful contribution towards the achievement by these countries

of the targets of the Second United Nations De%elopment'Decade,.

76. It is possible to envisage that these funds might, in part, be used to finance
certain international or regional yprograsmes of interest to developing countries.
Under such an arrangement., the developing countries could have a decisive say in
the planning and management of the programmes of interest to them, in contrast with
most “foreign 2id" schemes. This approach to distribution of net proceeds should,
in principle, take place under conditions that should not affect existing
multilateral and bilateral aid progrémmes. Some examples of these programmes, which
could be administered at the global or regional level are: ta) educational
progfammes degigned tb supply the skills reguired for the implementation of economic
development plans in developing countries; (b) development”of labour intensive
technology which might be more appropriate for the industrial reguirements of.
developing countries; (c) surveys of natural resource availability in developing
countries, which could be brought into use to promote development: (d4) comprehensive,
programmes for the-developmént of infrastructure services: transportation, energy,
communications, water, ete. These programmes could be geared to financing of
general surveys in the context of the aeveloping countriecs plans; pre-feasibility
studies to determine pfiorities; an&‘the preparation of detailed projects, which
coﬁld then be submitted, to existing multilateral or bilateral organizations for

- financing; (e} arrangements to permit thé develeoping countries which presently
import erude petroleum, to purchase at least part of their réqpirements, from the
producers in the area beyond national jurisdiction, at the best prices prevailing
for the large buyers in the industrial countries with the exemption of the
international machinery "take”,éz/

T7. The distributive methods-anﬁ eriteria presented in this report are by no

means exhaustive of the possible aliternatives for distribution of net proceeds

;ﬁ/‘ See Secretary-Generaltis Report A/AC.138/36.
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Table 3. Allocation to least developed countries of hypothetical
500 million dollars: based on share of population in
this group
Share of
hypothetical
500 million
dollars
: Exports Population By available for
GDP in 1968 in 1968 in thousands percentage distribution
Country (million $US) 1/ {(million $US) 1967 3/ of group {000 of $UB)
Africa:
Botswana 65 593 Lb363 2,181
Burundi. 180 - 3,340 2.h573 12,286
Chad 252 28 3,430 2.5235 12,617
Dahomey 233 22 2,505 1.8430 9,215
Ethiopia 1,551 106 23,667 T.h123 87,061
Cuinea 337 . 3,702 2.7236 13,618
Lesotho 76 vos 285 L6311 3,255
Mali 439 11 k,697 3.k557 17,278
talawi 294 L8 I RIYG 3.0503 15,251
Niger 340 38 3,705 v2.7258 13,629
Rwanda 146 veo 3,306 2.k323 12,161 .
Sonalia 170 30 2,680 1.9276 9,638
Sudan 1,69k 233 1k ,355 10.5613 52,806
Ugands, 772 186 L83k 5.8372 29,186
United Rep. -
of Tanzania 871 227 12,261 9.0207 45,103
Uper Volta 265 21 5,054 3.7183 18,591
Asia: .
Afghanistan 1,473 15,751 11.5883 57,941
Bhutan can ces 750 5518 S 2,759
Laos 202 6 2,759 2.0299 . 10,149
Waldives C e . 10L L0765 382
¥epal 872 . 10,463 7.6979 38,489
Sikhim e . 183 L1346 673
W. Samoa ve . 134 .0986 493
Yemen 550 110 5,000 3.6786 18,393
The Americas:
faiti 386 36 h,577 3.367h 16,837
Source: Secretariat of the United Nations. ,
;/ Yearbock of Nationzl fSccounts Statistics, 1969,
2/  Yearbook of International Trade Statistics, 1968. = 77
oo

3/ Monthly Bulletin of Statisties, Dee., 1970.
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availzble to the international machinery. Once the intefna$ional commﬁnity
decidés on the nature of the regime and machinery,rand the delimitation of the
area beyond national jurisdiction, and more information is available cn the
technology and economics of deep-sea mining and petroleun exploitation, it will
be -necessary to-elaborate in greater depth various methods and criteria for
eguitable shéring of benefits genefated in the area, taking into account the

special needs and interests of the developing countries.

e e e i s




