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| NTRODUCTI ON
1. At the mid-termgl obal reviewof the inplenmentation of the Progranme of

Action for the Least Devel oped Countries for the 1990s (New York, 1995), it
was acknow edged t hat the performance of the | east devel oped countries (LDCs)
as a group over the early years of the decade had fallen far short of nmany of
the objectives set in the Progranme of Action. Against this background, the
Hi gh-1evel Intergovernnental Meeting on the Md-term d obal Review agreed on
international policies and neasures with a view to accelerating the
i mpl ementati on of the Progranmme during the renainder of the decade. These
neasures included the full and expeditious inplenentation of the rel evant
provi sions of the Final Act of the Uruguay Round and of agreed ODA targets and
conmitments, as well as actions on the various conponents of LDCs' debt. The
ninth session of UNCTAD in May 1996 addressed, in particular, the inpact of
gl obalization and liberalization on LDCs, recognizing the inportance of
assi stance and support fromthe international conmunity in assisting LDCs to
integrate in the world econony and the international trading system The
Conf erence provi ded a new focus on the pronotion of investnent and enterprise
devel opnent as a neans to this end.

2. Thi s addendum conpl enents t he anal ysis contai ned i n The Least Devel oped
Countries Report 1996 and in Section | reviews the inplenmentation of the
Programe of Action for the Least Devel oped Countries for the 1990s in the
field of external finance and debt. Section Il focuses on policies rel evant
to strengthening the LDCs' capacities for participation in the nultilatera
tradi ng system

. REVI EW OF | MPLEMENTATI ON OF THE PROGRAMVE OF ACTI ON
FOR THE LEAST DEVELOPED COUNTRI ES FOR THE 1990s
IN THE FI ELD OF EXTERNAL FI NANCE AND DEBT

A. External finance

3. Prelimnary estimates of total official devel opment assistance (ODA)
provided in 1995 by the donor countries nmenbers of the Devel opnent Assi stance
Committee (DAC) of the OECD show a sharp fall in ODA flows. |In real terns,
total ODA declined by 9 per cent fromits 1994 level, amounting to 0.27 per
cent of the DAC countries' conbined GNP in 1995, the |lowest ratio recorded
since the United Nations adopted the target of 0.7 per cent in 1970.! Details
about the geographical distribution of these flows are not yet avail abl e, but
unl ess there has been a significant shift in aid allocations in favour of the
poorest countries, a deterioration in aid performance vis-a-vis the LDCs may
wel | have taken place in 1995. ODA to LDCs as a share in the GNP of the DAC
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countries had al ready declined to 0.07 per cent in 1994, as conpared with 0.09
per cent at the tinme the Programe of Action was adopted in 1990, in spite of
the aid targets and comitnents set in the Programme and the ful fil ment of
these comitnments by several individual donors.

4. Several inmportant initiatives on resource nobilization for LDCs and
other |l owincone countries were |aunched during the first half of 1996. O
speci al significance for the 33 African LDCs is the United Nations System w de
Special Initiative on Africa, which was launched in Mrch 1996. Thi s
initiative is intended to bring together the efforts of the entire United
Nati ons system including the Bretton Wods institutions, in nmeeting the
critical challenges facing Africa over the next decade, with particular
enphasi s on areas such as education, clean water, health, food security and
governance. Financing requirenments for the priority areas identified under
the initiative have been estimated at close to $25 billion over a ten-year
period, and are expected to be nmet largely through redirection of existing
resour ces.

5. Fol | owi ng protracted negoti ations, agreenent was reached in March 1996
on the eleventh replenishnent of IDA, and in Muy-June 1996 on a financing
package for the African Devel opnent Fund which will allow renewed | ending on
concessional ternms fromthe African Devel opnment Bank, after a suspension of

such lending for two and a half years. Twenty-two billion dollars will be
provided to fund IDA-XI. Donor countries will provide $11 billion over the
next three years, starting in July 1996 with a $3 billion interim fund

followed by $4 billion for each of the next two years. The bal ance woul d cone

from repaynments of |IDA credits, past contributions, and income from the
operations of the World Bank.2 The accord on replenishing the African
Devel opnent Fund provides for $2.6 billion for the period 1996-1998, of which
$1.6 billion represents new donor contributions. A nunber of donor countries
have al so agreed to provi de an addi ti onal $420 mi|1lion under a special funding
arrangenent. The total amount pledged, however, renains bel ow the |evel of
t he previous repl eni shnent of the African Devel opnment Fund ($3.4 billion for
1991 to 1993). Wiile the results of these funding exercises can be deened
broadly satisfactory, the tinmely appropriation of funds to neet these pl edges
will now be inportant. Adequate resources also need to be provided for the
Asi an Devel opnent Fund, which is next in line for replenishnent, and for
Uni ted Nations grant-based devel opnent funds and progranmes. ®

B. External debt

6. After a period of slower rates of increase in LDCs' outstandi ng externa
debt stock in 1991-1993, growth in their indebtedness accelerated again in
1994 (table 1). In that year, the debt stock increased by almost $7 billion
or 6 per cent, to $128 billion. Mst of this increase was due to new
concessional lending by the international financial institutions and in part
reflects support extended for policy reform processes in the LDCs. Actua
debt service paynments, at $3.3 billion in 1994, were only narginally higher
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than in 1993 and remained far bel ow schedul ed paynents. Debt service on
multilateral debt nade up close to half of all paynments made in 1994.
Overall, there are virtually no signs of inprovenent in debt indicators for
LDCs. The ratio of debt to GDP was 71 per cent in 1994 (70 per cent in 1993)
for the LDCs as a group. Excluding Bangl adesh and Myannar, which together
account for alnost half of LDCs' CGDP, this ratio rose from 111 per cent in
1993 to 115 per cent in 1994.

7. The el aboration of proposals for conprehensive debt relief to the
heavily indebted poor countries, which has been undertaken by the Bretton
Wods institutions, is reflected in a "framework of action" which was
presented to the April 1996 neetings of the Interim and Devel oprment
Conmittees. The framework has provided a basis for further work with the aim
of reaching decisions by the tinme of the next Annual Meetings of the | M- and
the World Bank.* Major outstanding issues include burden-sharing between
bilateral and nultilateral creditors (in the franework paper, a deepening of
Paris Club debt relief to 90 per cent was suggested, while nmultilateral debt
relief would be offered at the end iif necessary to achieve debt
sustainability) and the form and financing of an IM- contribution to the
schene, connected with the question of funding arrangenents for the Enhanced
Structural Adjustnent Facility (ESAF). Some progress on this initiative has
since been nmade, notably the earmarking by the World Bank of $500 nmillion as
an initial contribution towards financing. The initiative was an inportant
subject at the G7 neeting in Lyon in June 1996, where participants, referring
first to the Naples terns, acknow edged "the need for additional action, in
particular to reduce debts owing to nultilateral institutions and other
bilateral creditors that are not nenbers of the Paris C ub".

8. Overal |, considerabl e headway has been nade over the past year on the
debt strategy for the poorest countries (see UNCTAD, 1996c, chapter 11.E).
Di scussi ons now focus on a conprehensi ve and coordi nated strategy aimnng for
overal |l debt sustainability, and the nultilateral conponent of their debt is
al so being addressed. Furthernore, concrete financing nechani sns are being
sought. At the sanme time, some key elenents in the proposed framework still
remai ned open after the Lyon Summit and may not be settled until the annual
Bank/ Fund neetings in Septenber-Cctober. Decisions on these issues and the
wor ki ng out of nopdalities are urgently needed in order to permt an early
start of the inplenentation of the schene. This is a matter of nmmjor concern
for the LDCs: 29 LDCs are anong the group of 41 "heavily indebted poor
countries" which was under consi deration when the framewor k was drawn up, and
14 LDCs are anobng 20 countries whose debt situations have been judged
unsust ai nabl e or "possibly stressed" in the analysis of the Bretton Wods
institutions and which have been identified as potential candidates for
addi tional debt relief in the framework paper.® Questions of eligibility and
conditionality will be inportant for the benefits that LDCs will ultinmately
derive fromthe new initiative. A full assessnent of the likely inpact on
LDCs' debt situation will have to await the finalization of the schene.
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1. STRENGTHENI NG LDCS' CAPACI TI ES FOR PARTI ClI PATI ON
IN THE MULTI LATERAL TRADI NG SYSTEM
A. Introduction
9. The Uruguay Round (UR) of nultilateral trade negotiations, which was

concluded in early 1994, is expected to strengthen the multilateral trading
system and generate significant welfare benefits for all countries. At the
same time the international comunity has recogni sed the need to assist the
LDCs to cope with transitional costs in adjusting to changes in the
multilateral trading system In the light of the special and differential
treatnent clauses incorporated into the various provisions of the UR
Agreenents, and in the Decision on Measures in Favour of Least Devel oped
Countries annexed to the Final Act, the present section of this addendum has
two objectives: first, it briefly examnes governnent policies that are
necessary to ease LDCs' econom c adjustnent during the transitional period;
second, it attenpts to identify UNCTAD s contribution to nultilateral and
bilateral technical assistance (TA) programres which could facilitate the
integration of LDCs into the nmultilateral trading system

10. These i ssues were addressed by the Md-term Revi ew of the Programre of
Action, UNCTAD | X and The Least Devel oped Countries 1996 Report. In the Wrld
Trade Organization, the Conmittee on Trade and Developnent has also
est abl i shed a Sub-Conmittee on LDCs with the objective of exam ning neasures
to facilitate the integration of LDCs into the nultilateral trading system
(see, WO 1995b, 1996a, 1996b). Sonme international support neasures,
initiated by multilateral and bilateral agencies, are already under way to
deal with the antici pated probl ens of LDCs, e.g. the UNCTAD/ | TG/ WIOi nt egr at ed
techni cal assistance programe, the UNDP Preparatory Assistance project, and
contributions by Norway and t he Netherlands, anong others, to WIO and UNCTAD
t echni cal cooperation programes.

11. In order to benefit fromthe UR LDCs need to carry out institutional
restructuring to conply with the disciplines of the UR and conpl enmentary
policy adjustnments essential to inproving their supply capabilities and
efficiency of production in order to enhance their participation in world
trade. These adjustnents are unlikely to be conpleted in the i mediate future
and will take tine to yield results. Long-run benefits may al so be affected
by LDCs' past econonmic performance. A review of the econom c perfornmance of
LDCs in the early 1990s for the Md-term Review of the Programme of Action
identified three categories of LDCs based on differences in economc
performance: growh was relatively strong in the first group nunbering about
a dozen, had stagnated in a larger group of 21, and had declined in the third
group of 16 afflicted by civil war or strife (UNCTAD, 1995g). Historical
trends suggest that strong-growth LDCs stand to gain nore than the other two
groups, not |east because they have been far nore successful than other LDCs
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in expanding and diversifying exports. 1In contrast, the poor export
performance of nobst other LDCs suggests that they remain in a weak position
to conpete on liberalised gl obal narkets. This indicates the need for a two-
pronged approach to the task of helping LDCs to exploit the potential of the
UR Agreenents: governnent policies directed at overconi ng obst acl es associ at ed
with LDCs' | ow devel opnental status; and a "priority needs package" to help
ease LDCs' inplementation of, and conpliance with, the UR Agreenents.
Mul til ateral technical assistance will be invaluable to LDCs in both cases.

B. Special and differential treatnment and
t he Deci sion on Measures in favour of LDCs

12. The provisions on special and differential treatnent for LDCs and
devel opi ng countries (DCs) in the various Agreenents and in the Decision on
Measures i n Favour of Least Devel oped Countries guarantee DCs/LDCs partial or
total exenptions from some UR conmmitnents and provide a flexible means by
whi ch LDCs (and DCs) woul d, after a specified transitional period, assune full
WO obligations (see table 2), taking into consideration their special
devel opnent needs born out of their structural weaknesses. Wiile it is in the
interest of LDCs to initiate newtrade policies in conformty with WO trade
rul es as early as possible, the existence of transitional periods opens up the
possibility that there may be few WO i nduced policy changes in nost LDCs in
the imediate future. On the other hand, given the administrative burden
associated with notification requirenents, some LDCs nmay fall behind in
neeting their obligations, and may therefore, in sonme cases, niss the
opportunity to utilise some of these provisions to inprove their
conpetitiveness inthe transitional period, particularly where specific tine-
bound notifications have been inposed. If so, they will have exposed their
trade policies to possible chall enge, although the probability of this may be
slim

13. The need for technical assistance (TA) by LDCs was addressed by the M d-
term Revi ew of the Programme of Action (see, UNCTAD, 1995h, pp. 10-19), and
by UNCTAD | X (see, UNCTAD, 1996a, 1996b). The Deci si on on Measures in Favour
of LDCs al so provides for increased TA to LDCs to strengthen and diversify
their production bases and to pronmote trade. The WO in particular, other
mul tilateral institutions, such as UNDP, | TU, and the Wrld Bank, and in some
cases inporting countries have been urged to provide the necessary TA (eg.
personnel training, technology transfer, preparing inplenentation nmeasures,
access to information, etc.) to LDCs to enable themto neet their obligations
under various Agreenents. The WO secretariat will further assist LDCs, for
exanpl e, by drawing their attention to notification requirenents relating to
products of particular interest tothem In some cases LDCs have the right to
request and obtain TA from devel oped countri es.
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Table 2. Summary provisions in the Uruguay Round Agreements on
special and differential treatment of LDCs and DCs

UR Agreement

Fewer obligations (and exemptions)

Longer implementation or transition period*

1. Agriculture

(i) Restrictions on food exports possible if not
net exporter [DCs]; (ii) domestic support or
export subsidies permitted, eg. exemption from
AMS [LDCs]

10 years to make commitments on ceiling bindings
[LDCs]

2. Technical Barriers
to Trade

Domestic standards permitted if international
standards are not appropriate [DCs]

3. TRIMs

Flexible application considering, eg. infant
industries, BoP & safeguard measures [DCs|

7-& 5-year transition period, with possibility of
extension, to eliminate GATT-inconsistent TRIMs
[LDCs & DCs]

4. GATT Article VII

(customs valuation) &

related decisions

Flexible application with reference to the value
of imported goods, particularly if goods
undergo further processing in country of
importation [DCs]

Non-signatories to Tokyo Round but accepting WTO
granted 5 years with possible extension (plus 3 years
relating to computed value method) [DCs]

5. Import Licensing

Exempted from additional

2-year delay possible [DCs]

Procedures administrative/financial burdens in fulfilling
some requirements [DCs]
6. Subsidies & Prohibition of export subsidies does not apply (i) Subsidies on use of domestic over imported goods
Countervailing [LDCs] permitted for 8 [LDCs] & 5 years [DCg]; (ii) 8 years
Measures to phase out export subsidies after attaining "export
competitiveness' for a given product [LDCs]
7. Safeguards Permitted to maintain measures for 10 instead

of 8 years.

8. GATS & related
decisions

Parties to economic integration agreements
need not eliminate all discrimination, e.g. that
with positive impact on national policy &
development [DCs]

2 years to establish enquiry points to provide info on
laws, regulations, etc, with significant effect on trade
covered by commitments [DCs]

9. TRIPs 11-year delay possible, and extendable on
request [LDCs]; 5-year delay [DCs]
10. Trade Policy Subject to review every 6 years [DCs]; and

Review Mechanism

possibly by longer intervals [LDCs]

11. GATT 1994

Submission of schedules extended by 16 months (15
April 1995, instead of 15 December 1993) [LDCs]

12. Sanitary & 5-year delay on measures affecting imports possible
Phytosanitory [LDCs]; time-bound exemptions, in whole or in part,
Measures possible on request [DCs).

13. Textiles & Non-MFA members to notify full details of first
Clothing integration programme and the use of special

transitional safeguard mechanism within 1 year and 6
months respectively, instead of 60 days in both cases
[most LDCs.

14. Technical Barriers

to Trade

Time-bound exceptions, in whole or in part, may be
granted on request [DCs]

Source:

Note:

Extracted from WTO, 19953, and UNCTAD, 1995d.

* After entry into force of Agreement.
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14. The Decision on Measures in Favour of LDCs further provides for a
continued review of LDCs' problenms and for a continued attenpt to adopt
positive neasures to facilitate the expansion of their tradi ng opportunities.
Regul ar reviews are to be undertaken (currently by the Conmittee on Trade and
Devel opnent) to ensure the inplenentation of the nmeasures in favour of LDCs.
Revi ews of certain WO trade agreenents are envisaged to help inprove their
applications. In addition, the first WIO M ni sterial Conference in Singapore
later this year will undertake a thorough revi ew of the i npl ementati on of the
UR Agreenents.

15. It woul d thus appear that the transitional problenms envisaged by LDCs
(and DCs) relating to the UR have been well catered for. Concrete action is
now cal l ed for towards the effective inplenentation of the UR Agreenents and
putting into effect the special and differential treatnment provisions and the
Deci sion on Measures in Favour of LDCs. Gven the magnitude of the problens
of economic restructuring faced by LDCs, specific programes, such as those
di scussed bel ow, need to be i npl emented to ensure that this group of countries
reaps long-term benefits fromthe UR It is in this regard that UNCTAD, in
col l aboration with other nultilateral and bilateral institutions, could play
a crucial role.

C. Coping with the UR s transitional inpact to ensure |long-term benefits

16. The policy objectives of the Governments of each of the three categories
of LDCs referred to earlier are likely to differ depending on the progress
made in the past in different areas of developnent. The priority for the
civil-war/strife-afflicted LDCs should be the restoration of a stable formof
governance that guarantees security of life and property as a basis for
conmenci ng economi ¢ restructuring. For the stagnant-growth group of LDCs, a
rehabilitation of their traditional export sectors in which they have
denonstrated conparative advantage nay be a prerequisite to kick-starting
t heir economni es. The key objective of the Governnents of these two groups of
LDCs, like that of the strong-growth group, should be to pursue donestic
policies that give their economes a nore conpetitive edge in the production
of tradeable goods and services in order to enhance their participation in
i nternational trade. These policies should be directed at reorienting the
incentive structure in favour of the tradeables sector, and at attaining
i mprovenents in the efficiency of production for domestic consunption (e.qg.
food) and for external narkets in order to nmeet increased conpetition from
abroad: LDC exporters are experiencing declining shares in world narkets due
in part to product innovation in DVES and partly to nore efficient production
and marketing of conpeting goods and services in the nore advanced devel opi ng
economni es such as those in East Asia and Latin America. In practice, this
would inply a major shift towards external orientation of trade policy (ie.
trade liberalisation and conpetitive real exchange rates) and the
i mpl enentation of policies to overconme, or at |east attenuate, supply-side
i mpedi ments such as weak technol ogi cal capacity, |ack of entrepreneurial and
managerial skills, and deficiencies in the physical infrastructure.
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Nat i onal neasures

17. Trade policy reforns: Trade policy reforns shoul d be desi gned t o enhance
the external orientation of LDC econonies in consonance with UR provisions,
i.e. by deregulating the inport reginme and t he domestic policy environnent in
general . Inmproved incentives for both domestic and foreign investors will be
crucial inattracting FDI in particular. The private sector has to be invol ved
in trade policy formulation and inplenentation to underscore its vital role
in econom c restructuring.

18. Export sectors in which LDCs have denonstrated a conparative advant age
have to be rehabilitated in order to regain world nmarket shares, particularly
as it may be easier to reopen nmarketing channels than to establish new ones.
Trade-diversification programmes and policies which aim at earnings
stabilization, export-revenue expansi on and rai si ng val ue- added nmay hel p LDCs
maxi m se their benefits fromthe URin the mediumto long term MN tariff
reductions and tariff bindings contained in the UR Agreenents nmay boost these
programes, as they guarant ee enhanced security in trading rel ationships which
is conducive to long-term policy shifts such as those involved in trade
diversification progranmes. The reduction in tariff escalation for nany
products in LDCs' mmjor markets will provide a stinulus to LDCs' manuf act ured
exports and enhance their diversification into higher val ue-added products
(GATT, 1994c, p. 9).

19. Human resour ces devel opnent: LDCs' ability to conpetein aliberal trade
envi ronnent depends on a skilled, educated and flexible | abour force capable
of adapting newtechnol ogi es and i ntegrating theminto the producti on process.
Human capital developnent has to be tackled nore systematically through
i ncreased investrment in education, in particular at the technical and/or
vocational level, as the experience of Nl Es has shown that investments in this
type of training yield high returns. Regul ar on-the-job-training schenmes can
help in updating the skills of the workforce to enable them to cope with
t echnol ogi cal i nnovations. Traini ng schenes ori ented towards conputer |iteracy
and t he provi sion of | abour-intensive, | ong-distance services (eg. data entry,
sof tware programm ng, and "back-of fice" services such as product design and
customer services) should enable LDCs to utilize their conparative advant age
in the services sector, which is one of the fastest grow ng conponents of
trade and FDI. The Wrld Bank (1995, p.3) estimtes this alone could
potential |y doubl e devel opi ng countries' conmercial service exports, currently
estimated at about US$ 180 billion.

20. Technol ogy: To cope with the initial problem of increased technol ogy
prices that may arise fromthe TRI Ps Agreement, LDCs nust strengthen domestic
adm ni strative capacities to secure equivalent non-patented or off-patent
products and procure technol ogi es fromconpetitive sources. The provision of
nodern tel econmuni cations infrastructure will be a prerequisite for realising
LDCs' conparative advantage in the services sector and inproving
conpetitiveness in the goods sector. Mre investnment in Rand D by LDCs shoul d
help themto inprove their technol ogical capability in the long run.
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21. Agriculture: The Agricultural Agreenent gives sone leeway to LDC
Governnents to overcone sonme of their anticipated problens: direct and
i ndirect neasures to encourage agriculture and rural devel opnent, including
i nvest ment and i nput subsidi es for | owincone producers, if properly targeted,
shoul d be abl e to ease sone of the transitional difficulties of food-deficit
LDCs, as well as to serving trade-diversification objectives.

22. Wthin the context of a stable nacroeconom ¢ and political environment,
asinplifiedandtransparent adninistrative and regul atory system and respect
for property rights and the rule of |aw, these nmeasures should increase the
attractiveness of LDCs to private capital fl ows, which dom nated capital flows
to DCs in the first half of the 1990s. |ndeed, given the current stagnation
in ODA LDCs would have to inplement policy nmeasures aimed at capturing a
| arger share of these private capital flows to suppl enent their shares of ODA.

I nternational support neasures®

23. Preference-giving countries nay extend the product coverage of GSP
benefits and provide access free of duties, ceilings and quotas where such
access is not as yet granted. Rules of origin may be inproved, taking into
account favourable arrangenents already provided by some preference-giving
countries. Inprovenents may include full and gl obal cunul ation of production
i nputs fromother beneficiaries. Preference-giving countries may also refrain
from appl yi ng saf eguard neasures agai nst LDCs' exports. The Md-term Revi ew
of the Progranme of Action recommended the need for burden-sharing. Devel opi ng
countries in a position to do so, eg. NIEs, have been urged to contribute to
tackling the problens of LDCs. For exanple, they could introduce GSP schenes
in favour of LDCs.

24. Inthe transitional period, multilateral assistance could take the form
of a "priority needs package" conprising the follow ng neasures: short-term
techni cal assistance, food aid and debt relief. In the long term bilateral

and nmultilateral financial and technical assistance should focus on how to:

ease supply-side constraints; inprove the efficiency of donestic production;

provi de market access and other trade- and investnent-related support to
enhance the supply capacity of tradeable goods and services; and strengthen
the negotiating capacities of LDCs to enable themto fornulate negotiating
positions at the WIO i n consonance with their devel opnent priorities.

(i) "Priority needs package”

25. Techni cal assi stance such as short-termconsul tancy services duringthe
transitional period could be directed at the followi ng areas: (i) legislative
and institutional restructuring to facilitate LDCs' conpliance with the UR
Agreenents and active participationin WO activities, including the defence
of trade rights ensuing fromWO nenbershi p. For non- WO LDC nenbers, this my
i nvol ve assisting them to becone nenbers;? (ii) identifying new trading
opportunities based on existing export baskets of LDCs; and (iii) the
general i zed systemof preferences (GSP), where ongoi ng techni cal cooperation
activities can be focused nore on the special needs of LDCs. Activities would
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pl ace enhanced enphasis on strengthening the capabilities of LDCs to make
opti mum use of nmarket opportunities under the GSP and increase utilization
rates through advanced trai ning and advi sory services. Activities would al so
aimto provide nore rapid access by enterprises and authorities in LDCs to
up-to-date GSP-rel ated i nformati on t hrough t he use of i nformati on technol ogi es
and stronger involvenent of GSP focal points and of the trade point system

26. Food aid: In the short term net-food-inporting LDCs would require
i ncreased food aid and/or bal ance-of -paynents support to cover anticipated
increases in food inport bills.?

27. Debt relief: Debt-relief measures, such as debt rescheduling and, in
particul ar, the auction of debts on secondary markets, could release scarce
resources for LDCs to finance investment critical to economic restructuring
in the short to nediumterm A phased-in schenme for debt forgiveness subject
to neeting a set of conditionalities (eg. inplenentation of nmarket-oriented
reforns) is being developed for severely debt-distressed LDCs. The nmain
objective of this debt initiative should be to reduce LDC debt stocks to
sustai nable l evels. Gven the high nultilateral debt conponent of LDCs' debt,
a nultilateral debt facility, eg. as proposed by the Wrld Bank, should be
central to any such initiative

(ii) Long termfinancial and technical assistance

28. Physical infrastructure: External finance could help fund ngjor
i nvest ment programmes i n physical infrastructure and soci al services which are
necessary in LDCs to "crowd in" private investment, eg. roads |inking

produci ng centres, nostly renote and rural, to donmestic and export narkets,
i mproved port and handling facilities to enhance the efficiency of access to
export markets, inproved tel ecommunications, and reliable power and water
suppl i es.

29. Technol ogy: Donor  support will be necessary to enhance the
conpetitiveness of LDC economies by facilitating access to new technol ogy,
enhanci ng technol ogi cal capabilities, and providing training to i nprove | oca
skills.

30. Regi onal cooperation/trade pronotion: TAis necessary to enhance mar ket
access and investnent opportunities for LDCs within a framework of regiona

tradi ng arrangenments (RTAs) and in pronoting trade diversification in order
to utilize enmerging trading opportunities. This may involve: (i) product and
mar ket devel opnent, eg. trade pronmotion information centres based on the
UNCTAD Trade Point Network; and, (ii) capacity-building for trade-policy
formulation and inplenentation, eg. institutional developnment and/or
strengthening to facilitate access to, and use of, information technol ogy for
t he anal ysis of trade data as an input into trade policy fornul ati on. Regi ona
cooperation may boost the credibility of domestic liberalisation efforts,
provide |arger markets which may be nore attractive to potential investors
than the small donestic markets of individual LDCs, encourage the pooling of
resources for research on trade-rel ated i ssues, and provi de a training ground
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for LDC exporters entering international markets. RTAs which include LDC
nmenbers may enter into reciprocal arrangenents with najor RTAs, for exanple
the EU, to help their nmenbers to counteract potential dangers posed by
regionalism such as a deterioration in narket access. This may also
facilitate the adoption of useful institutions fromthe major RTAs.

31. Future trade negotiations: The negotiating capacity of LDCs needs to be
strengt hened to enable themto participate effectively in negotiations at the
WO to articulate their developnent priorities and safeguard their trading
interests within the framework of the multilateral trading system e.g. by
seeking revisions to rules with potential negative consequences for their
econom es. The preparation of LDCs could be within the context of the agenda
of specific rounds of negotiations, i.e. for the in-built agenda of
progressive liberalisation of trade in services under GATS, the further
liberalisation of agriculture, and future agreed agendas on new issues. A
start has already been made in this regard by the European Community's
regional seminars, organised in collaboration with the ACP and WO
secretariats and with the participation of UNCTAD, in the ACP countries. The
objective of the seminars is to acquaint trade policy-nmakers and business
persons with the results of the UR increase their understanding of these
results and identify policy neasures needed by these countries to derive
maxi mum benefits from post-UR opportunities (WO, 1995b, p. 12). UNCTAD can
al so assist LDCs through its technical cooperation progranmes: it acquired
experience in this area by providing assistance, in collaboration with the
UNDP, to devel opi ng-country teans during the U uguay Round.

32. I nternational support measures need to be designed to correspond with
donestic policy nmeasures to enhance the efficacy of LDCs' response to the UR
The overriding objective should be to enhance LDCs' trade efficiency, for
whi ch UNCTAD s Trade Efficiency Progranme coul d provide a useful franmework.
Further research may, however, be necessary to work out how external
assi stance, or TA, should be organized and i nplenmented and to establish the
specific financial requirements of LDCs, as a group, from bilateral and
nmul til ateral sources. The outcome of the Sw ss/UNCTAD seninar on "Techni cal
Cooperation for Trade and Devel opnent in the Face of G obalization" could be
a useful input (see, WO 1995b, p. 12). doser collaboration should be
encour aged between the various institutions in the design and inpl enentation
of TA programmes to ensure coherence in policy advice and assistance and to
avoid duplication, in particular considering ongoing TA progranmmes directed
at LDCs.® The joint integrated technical assistance programme i n sel ected LDCs
and ot her African countries of UNCTAD, I TC and the WIQ, whi ch was | aunched in
M drand, South Africa (see UNCTAD, 1996a) and in whose inplenentation the
cl ose col l aboration of the World Bank, UNDP, and ot her agencies i s envi saged,
is an exenplary and tinely initiative in this regard.
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Not es
1. CECD press rel ease SG COM NEWS(96) 63 of 11 June 1996.
2. The executive directors of the Wrld Bank in August 1996 decided to

reconmend the transfer of $600 mllion of the Bank's net incone earned in the
| ast financial year to | DA, double the anmount all ocated the previous year.

3. See al so UNCTAD, Trade and Devel opnent Report, 1996, chapter I|I.E.

4, InterimCommttee Conmmuni qué, 22 April 1996.

5. The status of Liberia and Somalia has not yet been determ ned.

6. I nternati onal support neasures identified by the Devel opnent Assi stance

Conmittee and the EC Commission include: revision of GSP schenmes, TA for
i nstitutional and adm nistrative capacity-building, di ssem nation of
informati on on market access opportunities, etc, support for structural
adj ustment, private sector devel opnent (including FD pronotion), technol ogy
transfer, and encouragenent of regional cooperation initiatives (WO, 19964,

p. 5).

7. At present, 22 LDCs are nenbers of the WO and 11 are at various stages
of accession.

8. This is also part of the recommendati ons of the Marrakesh M nisteri al
Deci si on.
9. For specific programes i nvol vi ng the CECD, EC, Wrl d Bank, UNDP, UNCTAD

and I TC, see WIQ, 1996a, pp 4-9.
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