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Preface

This volunme (volume 1) of the report of the Trade and Devel opnent Board
on its forty-fifth session contains the summaries of statenents made during the
sessi on.

All other matters relating to the forty-fifth session of the Board are
to be found in volume |I of the report, entitled Report to the United Nations
Ceneral Assenbly*. These include action taken by the Board, procedural and
institutional matters, and di verse annexes.

* See TD/B/45/13 (Vol. 1).
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INTRODUCTION

Opening statements

1. The outgoi ng President of the Trade and Development Board at its forty-
fourth session said that his tenure as President of the Board had been an
enriching experience which had heightened his appreciation of UNCTAD as an
institution and of its mssion. Since the forty-fourth session, the organization
had had an active and productive year, but what was remarkabl e was the speed with
whi ch the international econom c and social scene had changed. dd obalization had
entered a critical phase, and fears of a global economc inplosion were
wi despread. G obalization was an inevitable process which provided substantia
potenti al opportunities for all, but the benefits remai ned unevenly distributed
among and within countries. Protectionism was not a valid response, and the
fundamental issue was managi ng gl obalization. There was a strong need for a
commn vision of wuniversal growh and devel opment and for a rethinking of
devel opnment in order to integrate essential social, ethical and cultural val ues.
There coul d be no sustainable gromh w thout denocracy and without a sharing of

benefits by all countries and individuals. G obal problens required globa
responses, but since there was not much tinme for reshaping institutions, the
policy stance of each institution became crucial. UNCTAD nust make its own

contribution, and it deserved the full support of the international conmunity in
order to be effective.

2. The newy elected President of the Trade and Development Board at its
forty-fifth session said that the Board' s session was taking place at a tine when
the world had to cope with the effects of a global financial crisis and its
systemc inmplications. It had surprised everyone to see the speed with which the
East Asian financial turmil had spread to other parts of the world.
Unfortunately, the prophecy of the UNCTAD secretariat in 1990 about the inherent
destabilizing effects of the globalization of finance and the vulnerability of

all countries to financial crisis had been vindicated. There was now a
fundanment al questioning of the value of free markets and the benefits of trade
i beralization. However, turning away from globalization was no |onger a

realistic option in view of the grow ng interdependence of the world econony.

3. Never before had international institutions been confronted with concurrent
situations of econom c panic and near social collapse. There was an urgent need
to deal with the contagious effects of a global financial crisis that would have
far-reaching effects on commodity prices, debt restructuring and the need to
i ncrease the supply capacity of devel oping countries. UNCTAD had the role and
the capacity to serve as an appropriate multilateral forum to arrive at a
consensus on what could be done and set the direction for the future. This was
a challenging task that demanded del egations' full attention from now unti
UNCTAD X.

4, The Secretary-General of UNCTAD said that the world' s press was now ful

of references to the difficulties of the world econony. He had just recently
read, for exanple, that the gl obal econony was increasingly hostage to the world
of finance; that within the space of three days the dollar had depreciated by
little short of a fifth against the yen and that such viol ent swi ngs had probably
not been seen since the break-up of the Bretton Wods sem -fixed exchange rate
system in the early 1970s; that the net loss of wealth in all US financial
products since the equity nmarket peak in July amounted to sonme US$1, 500 billion

that in dollar ternms, all but one of the eight |eading European stock markets had
tunmbl ed by nore than 20 per cent over the past three nonths; that the inmediate
threat to Europe's share markets lay in the econom c slowdown; that Wstern
central bankers were becomng increasingly concerned about how their own
financial institutions were coping; that currency turmil had now conme to the two




| argest economes in the world; that a disappearance of liquidity could mean a
massi ve global credit crunch, with funds for even the npbst creditworthy of
borrowers cut off; and that any illusion of an orderly exit from the gl oba

financial crisis nowlay in tatters. The Chairman of the United States Federa

Reserve, Al an G eenspan, had just said that what was being seen was a broad area
of uncertainty or fear, and markets could not function in an efficient fashion
in that environnent. Such quotes, frominpeccabl e mai nstream econoni sts, showed
clearly that the mai nstream had joi ned up wi th UNCTAD.

5. Just 18 nonths previously, the sane econoni sts had been pointing to a rosy
future, glow ng prospects, fast growmh, lowinflation, falling budget deficits,
and expanding international trade. At that tinme they had chosen to play down the
potential for damage as conpared to the huge potential for good they had expected
froma nore globalized and liberalized econony. The first |esson to be |earned
fromthe recent transformation in the outl ook for the world econony was therefore
that there were no conparative advantages in the field of ideas, and that was why
the world needed diversity of approaches and perspectives in analysis and
research on the world econony, keeping in mnd the need to present as
conpr ehensi ve and bal anced a result as possible. To be at the mercy of just one
provi der of thought anobunted to acceptance of a sort of monopoly of truth, a
domi nant position in the market of know edge, and such a situation should be
avoi ded. UNCTAD was determned to do its part, continuing to provi de sound and
i ndependent analysis, in fulfilment of its role of integrating, wthin the
United Nations system the treatnent of the various conponents of economc
devel opnent s.

6. Continuity was inmportant in the search for an independent approach to
probl ens posed by the international economy in order to achieve balance and
responsibility in providing the necessary advice for countries in need of advice.
What was needed above all was to go beyond the old dichotonm es of the past. The
i nternational econom c community had | ong been divided by sonetines extrenme and
exclusive views, for example on the state and the market, growth and price
stability, and | abour market flexibility and security. The main | esson of what
was happeni ng now was about anot her dichotomy, nanely the di scussion between the
external environnment and national policies, and it was now clear that a
favourabl e external environnent was absol utely indi spensable for everybody, even
the nost successful econony in the world. O course, national policies had a key
role to play, but they were not sufficient. A good case in point was Chile,
whi ch had been growi ng for 13 years and had all the fundanentals in place but had
beconme a victimof its own success, since its exports had been hit by the crisis
in Asia. As a result, Chile was struggling to avoid ending the year with a
current account deficit in excess of 7.5 per cent of GDP. Thus, though there
could be no turning back fromintegration into the world economny, the crucial
i nportance of the external environment could not be ignored.

7. The present crisis woul d perhaps have the positive effect of catalyzing the
necessary action to make the existing international, economc, financial and
nonetary systema better one. In that sense, it could turn out to be an "optimal
crisis". He did not believe that the world was on the eve of the final crisis
of capitalism or of globalization, nor that a gl obal recession was inevitable.
The United States and Europe had very sound fundanentals, and in terms of
psychol ogi cal factors there were al so encouraging signs. President Cinton was
maki ng a deternmined effort to nake the world aware of the problemand the G 7 had
started to send sonme hopeful signs. Interest rates were being cut, and there
were signs that finally countries no | onger saw inflation as the biggest threat.
Defl ati on nust now be the centre of attention, and there was room for hope.

8. UNCTAD had al ways been committed to the goal of integrating devel oping
countries into the world econony. The current crisis should encourage a nore
proactive and constructive attitude, and countries should pursue the goal of
integration and liberalization, but by following a safe and predictable path.
Max Weber had nade a distinction between the noral of intention and the noral of



responsibility, and it was not enough to preach liberalization or globalization
just because they mght do good; policy-nakers nust also neasure their
responsibility and take into account the consequences of their policies. As
UNCTAD X approached, he believed it possible to build a consensus on the basis
of this search for bal ance and for a sound and reliable approach to devel opment.

9. The President said that, as pointed out by M. George Soros, financia
markets were inherently unstable, otherw se there would be no incentive to buy;
the answer to the problemlay in sound fundanmentals and strong institutions.

10. The spokesperson for the Group of 77 and China (Costa Rica) said that the
forty-fifth session of the Board should be one of the npbst significant sessions
in the history of the Conference, as it would address the issues facing a world
in deep economic, financial and social crisis. UNCTAD s nmandate placed it in a
position that enabled it to respond to the growing challenges of a rapidly
changing world traunmatized by gl obalization. Unless intensive efforts were nmade
to hel p devel opi ng countries, many ran the risk of being left far behind and of
being further narginalized in the world econonmy. How could that be avoi ded when
the gl obal econonmy was characterized by financial turnoil, falling comodity
prices and evaporating demand?

11. His Goup was |ooking forward to an in-depth discussion which would make
it possible to identify prom sing areas where consensus could be built on the
appropriate responses to globalization, the current crisis, and the perenni al
probl em of devel opnment. The Trade and Development Report, 1998 represented a
fine example of the independence, integrity and intellectual capacity of the
UNCTAD secretariat, and the Secretary-GCGeneral of UNCTAD was to be congratul ated
for it. H's Goup would be nore than willing to lead the efforts towards a
consensus on a new institutional architecture and to fill the governance deficit
in a globalized world econony.

12. Hs Goup also wished to draw attention to the Non-Aligned Movenent
Decl aration recently adopted in Durban and the Declaration of the Foreign
M nisters of the Goup of 77 adopted at the opening of the General Assenbly.
Both reflected the vision, aspirations and commitnents of the G oup. The
M ni sterial Declarati on made recomendati ons on the chall enges facing the G oup
of 77 and agreed on a nunber of neasures. One of the nobst inportant conclusions
was to continue to support and defend UNCTAD as an institution with a continuing
m ssion on developnment and to give the institution maxi num support in its
devel opnment task. The Mnisters of the Goup of 77 had further agreed to hold
a Summt on Sout h-South cooperation in Havana, Cuba, in the first half of the
year 2000. Finally, the Goup of 77 warmly welcomed into its nenbership
Tur kmeni stan, which had joined the Goup in Septenber 1998

13. The representative of Austria, speaking on behalf of the European Union
said that he |ooked forward to devel oping the thinking on the new devel opnent
par adi gm bei ng proposed by the Secretary-CGeneral of UNCTAD, with its enphasis on
bal ance and a new policy mx. O course, any creative new i dea involved risks,
and possible traps woul d have to be avoi ded.

14. The European Union appreciated the focus of the Trade and Development
Report, 1998 on issues related to financial instability with regard to the East
Asian crisis and African developnent. It shared many - though not all - of the

observations nade. As to the recent financial crisis, maintaining continuous
growth in world trade by resisting any protectionist pressures was vital in

overcom ng the current turnmoil. The volatility of world capital markets was an
undesired side effect of the growing financial integration acconmpanying the
liberalization of financial transactions. There was a need to address the

negative effects of the volatility of international capital flows on the globa
tradi ng system and the devel opment prospects of devel opi ng countries.



15. The European Uni on was extrenely concerned by the serious inplications of
the financial crisis for the living standards of broad segnments of the popul ation
of countries affected, as well as by the possible spread of the crisis to other
emerging regions such as Latin Anerica, where the crisis was threatening
ot herwi se generally sound econom es. The discussions under the interdependence
itemtherefore came at a tinely noment.

16. The need for open market policies was w dely accepted for pronoting
conparative advantage and the efficient use of resources. This held true for
bot h devel opi ng and devel oped countries, and for both investnment and trade
Li beral i zation of trade and i nvestnent reginmes was essential for economc growh
and devel opment, since it facilitated access to international capital markets by
attracting foreign direct investnent and pronmoted efficiency and enhanced

productivity, as well as transfer of technol ogy. It had | ong been shown that
technology flowed preferably to countries which had strong and effectively
enforced intellectual property rights |egislation. The efficiency gains

associated with nmore open trade and investnent regines had contributed to a
remar kabl e expansi on of exports fromthe devel opi ng countri es.

17. Gowmh in the devel oping countries had been stronger in recent years than
in the devel oped countries, though distinctions nust be drawn between different
regions with respect to debt, financial flows, trade and i nvestnment. Despite the
econom ¢ gromh that some of them had recently experienced, LDCs continued to
suffer from problens of vulnerability caused by external as well as interna
factors, and their share of world trade remained worryingly | ow. Hel ping to
integrate the devel opi ng econom es, especially the LDCs, into the world trading
system constituted a challenging task for all, and UNCTAD had a useful role to
play. The nomi nation of a new Special Coordinator for LDCs was wel conme in terns
of revitalizing UNCTAD s activities in that respect.

18. Regar di ng African devel opnent, the chief aimof the European Union was to
enable its African partners to take full ownership and |eadership of their
devel opnent efforts by way of better coordinated international support which
woul d foster economic growh and their full integration into the nultilatera
tradi ng system The European Union shared the observation in the Trade and
Development Report, 1998 that mmjor reforns nust still be undertaken by African
Covernnents. It disagreed, however, with sone other statenments in the Report' s
section on Africa, which appeared rather unbal anced.

19. Finally, the European Union placed considerable enphasis on the need to
ensure conplenentarity and to avoid overlap between United Nations initiatives
focused on Africa. The 1999 coordination segnment of ECOSOC, entirely dedicated
to issues relating to the devel opnent of Africa, corresponded to that genera
appr oach.

20. The representative of the Russian Federation said that UNCTAD s success in
reforming its structure and creating a new i ntergovernmental machinery had not
gone unnoticed, and its efforts to inplenent the decisions taken at UNCTAD I X
shoul d be pursued. UNCTAD s wi de-rangi ng mandate renmained valid, and all its
activities nmust be based on the principle of universality, which neant that the
concerns of all countries or groups of countries must be given due attention.
UNCTAD nust continue to serve as a forumfor the discussion of new and energing
issues so as to allow their conflict-free assimlation into international trade
disciplines. [Its cooperation with other international organizations should be
further enhanced on the basis of conplenentarity, conparative advantage and
clearly defined mandates.

21. The ongoing financial crisis had once again shown the inability of the
gl obal financial system to react adequately. Much was now being said about
creating an international systemfor predicting and preventing such crises, and
his del egati on shared the mai n concl usions of the Trade and Development Report,



1998 in that connection. UNCTAD should participate in work to suggest ways of
improving the Bretton Wwods institutions and on a possible system of early
war ni ng and prevention of specul ative capital nobvenents.

22. H s country supported UNCTAD s work on the Progranmme of Action for the LDCs
for the 1990s and its assistance for developing countries and countries in
transition in their efforts to integrate into the world econony, to join WO, to
participate in multilateral trade negotiations, and to adjust to new WO
agreenents. The publication of UNCTAD s flagship reports should be pursued.

23. The representative of the United States of America, speaking as focal point
for JUSSCANNZ, said that, a year ago, few had anticipated that today the world
woul d be facing perhaps its nmost serious financial crisis in half a century. The
fact that the crisis had affected a |arge part of the developing world lent a
speci al urgency to the Board's deliberations. As President Cinton had stated
at the recent Wrld Bank-1 M neetings, the gains of global econom c exchange had
been real and dramatic, but when nations half a world apart faced the sane crisis
at the sane tinme, it was tinme for decisive action

24, At the same tinme, Governments nust hold fast to sound policies. No nation
could avoid the necessity of an open, transparent, properly regul ated financial
system an honest, effective tax system and |laws that protected investment. His
Governnment was fully commtted to the concerted international response to the
crisis that was now devel oping. The United States was convinced that the world
econony today needed nore trade and investnent, not less, and it would press
forward to tear down barriers and liberalize trade. UNCTAD s Mdrand nandate to
assi st devel oping countries to participate nore effectively in the international
tradi ng system was of key inportance in that respect.

25. At this time of crisis, the institutional reform process initiated at
UNCTAD | X becane even nore crucial. The United States applauded the reform
efforts instituted to date, but the process was not conplete. Hi s delegation
remai ned concerned over several managenent issues, in particular UNCTAD s human
resource policies and the inplementation of the Md-Term Review s outcone. It
was encouraging to hear that the position of Special Coordinator for Least
Devel oped Countries would soon be filled, and it was hoped that this would result
in a nore vigorous and systematic inplenmentation of the followup to the High-
Level Meeting on Integrated Initiatives for Least Developed Countries' Trade
Devel opnent. It would also be vital to conplete the recruitment of the Director
of the Trade Division inmediately.

26. The Hi gh-Level M d-Term Review would be a forward-I|ooking exercise, but
problens in carrying out the Mdrand mandate had been identified, and nenber
States needed nore information on how these problens were being addressed.
African devel opnment was a key issue for his Governnent, which believed that nore
shoul d be done to help countries with good economic reformrecords. At the same
time, experience showed the futility of providing nmuch devel opnent assistance to
countries that were m smanaging their econom es. The strategic objective of
United States assistance programmes in Africa was to support African Governnments
which wanted to increase their openness to international trade and investnent.
USAID was in contact both with UNCTAD staff and with the WIO trai ni ng depart nent
to consider possible joint devel opment of certain workshops and events.

27. At its 895'" (opening) plenary neeting, on 12 October 1998, the Trade and
Devel opnent Board paid tribute to M. Jean-Pascal Del amuraz, former President of



the Swi ss Confederation, who had actively contributed to the success of
UNCTAD | X.



Chapter 1

HIGH-LEVEL MID-TERM REVIEW

(Agenda item 3)

28. For its consideration of agenda item 3, the Board had before it the
fol |l owi ng docunentati on:

"Hi gh-level Md-term Review' (TD/ B/ 45/8);

"Hi gh-level Md-term Review |ssues paper by the Secretary-Ceneral of
UNCTAD' (TD/ B/ 45/ CRP. 3).

29. The representative of Morocco, speaking in his capacity as Chairman of the
Mid-term Review process, said that the Md-term Revi ew process, which had ended
in July and whose purpose had been to review UNCTAD s work programmes, adjust
priorities and ensure the best possible inplenmentation of the mandate given by
UNCTAD I X, and the earlier, related exercise which he had al so chaired and which
had led to the adoption of conprehensive guidelines for the efficiency and
functioning of the UNCTAD intergovernmental machinery together reflected the
comm tment of the organization and that of the Secretary-General of UNCTAD to
build on the reform process that had begun at UNCTAD | X. Al so, they denonstrated
that inmproving the way in which UNCTAD coul d deliver its nessage and inpl ement
its mandate was a conti nuous process.

30. This did not nean, however, that the machinery was perfect; it was
necessary to continue to nonitor and build on the guidelines and to nake
i mprovement of the machinery a nornmal feature of UNCTAD s nethods of work. But
it did mean that energies should now be concentrated on the substantive tasks
facing UNCTAD in the field of trade and devel opnent. The review was one way of
maki ng sure that the expectations that were born in Mdrand were fulfilled so
that UNCTAD would remain, as the Ceneral Assenbly had stated, the focal point
within the United Nations systemfor the integrated treatnent of devel opment and
interrelated issues in the areas of trade, finance, technology, investnent and
sust ai nabl e devel opnent.

31. Turning to the High-level Md-term Review Meeting itself, he said that
according to the Mdrand docunent its purpose was "to build on the political
comm tnment of nmenber States to the process initiated at this Conference
[UNCTAD | X] and ensure its inplenentation”. That conmtnment was nore rel evant
than ever since the econom c environnent had changed consi derably, and this neant
that UNCTAD had to be prepared to revisit its vision of the future and see what
devel oprment paradi gm was appropriate for responding to the chall enges posed by
gl obal i zati on. UNCTAD was endowed with sufficient expertise, flexibility and
vitality to respond effectively to this new chall enge for devel opnent.

32. The Secretary-General of UNCTAD recall ed his proposals set out in docunent
TD/ B/ 45/ CRP.3 and said he was very glad that the review exercise followed
i medi ately after the High-level Segment. The latter was a concrete expression
of a new UNCTAD whi ch was continuously renewing itself. In his view, there were
four aspects which had nade the meeting a success. First, the topic discussed
was relevant. Second, the tone and content of the neeting had been characterized
by bal ance, the avoi dance of wunidinensional, confrontational argunents, and a
search for a meeting of mnds. Third, the neeting had denonstrated the
correctness of insisting on integrating civil society into UNCTAD s work, with
val uabl e insights and suggestions emanating from private sector and | abour
representatives. Fourth, the neeting had shown that UNCTAD was on the right road
to inproving integration within the United Nations system specifically with the




Second Conmittee of the General Assenbly in New York, and with the regional
conmi ssions, which for the first time had all been represented at an UNCTAD
nmeeti ng.

33. The representative of South Africa, speaking on behalf of the President of
UNCTAD I X, reaffirmed his country' s support for UNCTAD in its pursuit of a
conprehensive and integrated approach to pronote developnment in a rapidly
changi ng gl obal econony. The High-level Md-term Review Meeting was part of the
process initiated at Mdrand, and it should aim at maintaining the politica
commitnment to strengthen UNCTAD, as well as at setting in notion preparations for
UNCTAD X.

34. Referring to the report on the Md-term Review process (TD/ B/ 45/8), which

he said, showed that UNCTAD was on the right track, he enphasized sone of
UNCTAD s outstanding achievenents: its intellectual | eadership in the
i nternational debate on devel opment in the new gl obal environnent; its admrable
record in making innovative recomrendations that sought to deal with the key
i ssues confronting the global community; its valuable anal ysis and research which
had led to concrete proposals for pronoting growth and devel opnment in Africa,
particularly by dealing with the debt issue; the progress it had made in
devel oping and inplenenting a conprehensive programe of action for |east
devel oped countries, particularly in the area of trade; and the increased
i nvol venment of civil society in its ongoing work.

35. UNCTAD had to continue to work towards inproving the efficacy and
efficiency of the intergovernnental machinery. Geater efforts would be needed
to focus on the inportant work that remained to be done; and it was unfortunate
that a conbination of factors had del ayed the reorgani zati on and staffing of the
secretari at.

36. Recent devel opnents in the gl obal econony had denonstrated that UNCTAD s
conprehensive and integrated approach to wunderstanding the dinmensions of
devel opnent had been vindicated. Any attenpt to Iimt UNCTAD s nandate woul d
dimnish its ability to assist devel oping countries as they confronted conpl ex
gl obal challenges on the eve of the new mllennium Devel opnent strategies
needed to be conprehensive, balanced and sensitive to the socio-econonc and
political specificities of particular countries and regions. Furthernore, recent
experi ence denonstrated the continued inportance of strengtheni ng UNCTAD s work
on issues of finance and investnent flows. Lastly, it was vital for UNCTAD to
play a role in supporting devel oping countries in the renegotiation of the Lomé
Convention and in preparing for new negotiations in the WO

37. The Deputy Prime Minister of Thailand enphasi zed three points in docunent
TD/ B/ 45/ CRP. 3. First, there was a need for a nmore conprehensive and integrated
vi sion of devel opnent. Confrontation and pol arization should be avoided and

joint solutions sought. Second, there had been too nuch enphasis in the past on
di chotom es, and he called instead for a nore bal anced approach in policy-nmaking,
whereby all issues that had a bearing on devel opnent efforts should be | ooked at
objectively. Third, he called for a proactive stance, particularly in the field
of international econom c negotiations, where the ability of devel oping countries
to participate needed to be inproved.

38. He then proceeded to set out a nunber of points which appeared worthy of
further study in the run-up to UNCTAD X. d obal problens called for a globa
approach. A forum should be devised to address global issues nore
conprehensively, issues such as avoiding deflation through global demand

management and expanding G 7 deliberations to include devel oping countries.
UNCTAD shoul d scrutinize globalization so as to help devel oping countries make
the best use of the opportunities it offered them The East Asian nodel of
devel opment was still a feasible nodel for successful devel opment, and its basic
features should not be ignored. Conpletely new paradi gns should not be sought.
Foreign direct investment (FDI) was sonetinmes |ooked upon with nationalistic



feelings, but to avoid marginalization, conbat the financial crisis and avoid the
i nflux of short-term specul ati ve nmoney, there was no alternative but to tap into
| onger-term FDI. UNCTAD shoul d hel p devel opi ng countries |earn how to nmake the
best use of FDI for devel opnent; and |iberalization should not be stalled by the
present crisis. There was a need for nore concerted action anong internationa

or gani zations, including WO and UNCTAD. UNCTAD should help build up the
capacity of developing countries to negotiate and have their own agenda. Wth
regard to marginalization, there was a need to separate feelings from
rationality, and to engage in a concrete and inpartial analysis of what
contributed to the phenonmenon of marginalization. Finally, the High-Ileve

Segnment had shown that interaction between the public and private sectors could
| ead to i nportant concl usions.

39. The spokesperson for the Group of 77 and China (Costa Rica) said that the
report on the Md-term Revi ew exerci se was a bal anced docunment which had brought
UNCTAD's work nore into line with the Mdrand nandate and would guide the
organi zation up to the next Conference.

40. His Goup wanted to see a stronger and nore useful UNCTAD which could
respond to the interests and needs of all devel oping countries, especially those
with structurally weak and vulnerable economes, in particular the |east

devel oped countries. He shared the view of the Secretary-Ceneral of UNCTAD t hat
the organization's work should focus on research and analysis and on an
interaction between experts and governnent representatives. In this context, he
expressed his G oup’'s appreciation for the support shown by the other regiona
groups in making possible the agreenent on financing the participation of
devel opi ng countries' experts in UNCTAD nmeetings in 1999.

41. His Goup would support any measure designed to strengthen UNCTAD s
anal ytical capacity, especially in areas of vital inportance for devel oping
countries, such as interdependence, and the close interrelationship between
financial and trade issues with a direct inpact on devel opnment; the integration
of developing countries into the global econony; and the devel opment of a
positive trade agenda.

42. Toget her wi th UNCTAD, devel opi ng countries wanted to be actively involved
in the design of a newinternational financial architecture. |In this regard, his
G oup encouraged UNCTAD to analyse, in close cooperation with the Bretton Wods
institutions, current trends in world financial flows and to nake recommendati ons
on ways and nmeans of pre-enpting a system c crisis, wthout however overl ooking
t he devel opment perspective and the need to protect the nost vul nerable socia
categori es. Furthernmore, UNCTAD should reconmend ways of inproving the
i nternational conmmunity’s existing capacity to foresee and prevent crises from
recurring, particularly in order to avoid the inmpact they could have on
devel opi ng countri es.

43. The spokesperson for the Latin American and Caribbean Group (Argentina)
said that he shared the vision of the Secretary-General with regard to making
UNCTAD useful for all, especially the devel oping countries. To that end, it was
necessary to reaffirmand strengthen UNCTAD s role in terns of intergovernnenta
del i berati ons and consensus-buil ding, research and policy analysis, and technical
cooperation and advice. His Goup wished to see efforts concentrated on naking
UNCTAD s mandate and activities correspond better with the new opportunities and
challenges arising from the international environnent. He identified in
particul ar the positive trade agenda; the interdependence of noney, finance and
trade and their inmpact on developnent; the inplications for development of
bilateral, regional and nmultilateral investnent agreenents; primary commodities;
el ectroni c commerce; and pronoting the devel opment of countries with structurally
weak econom es and that of the |east developed countries. H's Goup attached
particular inportance to having appropriate access to UNCTAD s technica
cooperati on programmes.




44, Furthernore, his G oup believed that the new devel opnent paradi gm shoul d
be based on national strategies capable of exploiting the opportunities and
overconing the chall enges presented by gl obalization and by the new financi al
architecture arising out of the current world crisis. Since the devel opment of
devel oping countries was being affected by the interdependence between noney,
finance and trade, UNCTAD should contribute to the design of the new
i nternational financial architecture froma devel opnent perspective

45, UNCTAD s work and activities should be characterized by an independent
approach such that its analytical work and the deliberations of experts and
governmental representatives could lead to the formulation of policy options
whi ch coul d be of use in nmenber States' decision-making process, as had been the
case so far. For this reason, his Goup greatly valued UNCTAD s anal ytical
capacity and the contribution it nade, by virtue of its independence and
devel opnent orientation, to national policy-making.

46. The representative of China said that the points made by the Deputy Prime
M nister of Thailand were an excellent contribution to the preparations for
UNCTAD X. He deened the Md-term Revi ew a success, with adjustnents to UNCTAD s
wor k having been nade in the light of changes in the world econony, and said that
his assessnent of UNCTAD s work over the previous two years was a positive one.
UNCTAD s three flagship reports enjoyed great prestige and were anmong the main
resources for policy makers in devel oping countries. UNCTAD had provi ded good
policy advice and hel pful technical assistance in a nunber of areas and should
continue to follow the guiding principles of UNCTAD I X. It should intensify its
study of macroeconom c issues so as to provide tinely advice to Governnents. He
said that UNCTAD X woul d take place at a critical noment and that China had great
hopes for it. There was little time |left before the Conference and preparatory
wor k needed to begin i mediately.

47. The representative of the United States of America, speaking al so on behalf
of Australia, Canada and New Zealand, said that UNCTAD had an inportant role to
pl ay in hel ping devel oping countries to nmeet the chall enges ahead in trade and
devel oprment. A wide variety of demands woul d be placed on UNCTAD in the com ng
years, and it was necessary to ensure that it had a clear focus on those areas
where it had a conparative advantage. UNCTAD s work in assisting devel oping
countries wth identifying their interests in further nultilateral trade
negoti ati ons was of particul ar inportance, and the organization should carry out
anal ytical background work to that end.

48. He expressed concern at the idea of expanding work to areas other than
trade and devel opnent, as referred to in the Secretary-General’s issues paper,
including in the |ast paragraph. In particular, expansion into the topic of

reformof the international financial architecture raised a nunber of inportant
guestions and would require further study by nenber States before decisions on
the paper were taken. Anong these questions were the nature of the |inks between
trade and finance and the need to ensure that new work did not detract fromthe
focus on, and resources devoted to, core UNCTAD activities.

49. To carry out any new mandate, it would be essential to have UNCTAD s
or gani zati onal house in order, which would include continuing with reform of the
secretariat and filling key positions. It also would include not |osing sight
of the past - and indeed the present - through adequate follow up to existing
programmes, especially in the area of technical assistance. Wi | e UNCTAD
programres were often regarded as useful and innovative, independent reviews of
several key progranmes had drawn attention to the need to ensure their
sustainability and for greater attention to managenent issues. Furthernore, the
foll owup by UNCTAD to the High-Level Meeting on Integrated Initiatives for Least
Devel oped Countries' Trade Developnment represented a mjor task for the
or gani zati on. UNCTAD should intensify its efforts to coordinate wth other



organi zations and to fully incorporate the principles of the Integrated Franework
intoits activities.

50. The representative of Japan associ ated hinself with what had been said by
the representative of the United States of Anmerica. Regarding the question of
strengt hening UNCTAD s activities in the area of finance, he did not think it
appropriate to extend such activities into the process of reform of the
international financial system which was currently under consideration, although
he appreciated UNCTAD s anal ytical work in financial fields.

51. He expressed concern at the large nunber of LDCs which were still faced
with the threat of marginalization. This was the main reason for the holding
that week of the Second Tokyo International Conference on African Devel opnent
(TICAD 1'1). UNCTAD should focus nore on LDCs' trade and devel opnent issues, and
a followup to the High-Level Meeting on Integrated Initiatives for Least
Devel oped Countries' Trade Devel opment should be inplenented fully and pronptly.
I mprovi ng market access for LDC products and capacity-building were particularly
i nportant, as were assisting developing countries in acceding to WO and
pronoti ng Sout h-South cooperation, an area in which UNCTAD could play a catal ytic
role.

52. I deal |y, UNCTAD s intergovernnental machinery should performthe inportant
function of linking research and action, analysis and policy. However,
experi ence had shown that it mght have beconme nerely a forum for producing
numer ous agreed concl usions, which were often diluted and inprecise. Further
t hought should be given to this point.

53. The representative of Malaysia said that the energing new devel opnent
par adi gm shoul d i ncl ude enphasi s on a nunber of points. First, levels of output
and enpl oynent should not only be protected but also enhanced, and the equity of
di stribution should be increased. Second, there should be bal anced budgets, not
budget reduction. Third, financial refornms needed to be sequenced and paced.
Fourth, it was inportant to avoid using the term"full Iiberalization” (which

in any case, required proper definition). Fifth, there was an urgent need for
ground rules for the international currency and financial markets. Sixth, UNCTAD
and the Bretton Wods institutions should study the |inkages between trade and
finance systens. Lastly, macro policies promoting conpetition were vital, but
the choice of policy should be left to Governnents.

54, He agreed with what had been said by the Deputy Prinme M nister of Thail and,
but viewed with concern the tendency of devel oped countries to |link trade issues
with human rights and |abour issues. Regarding Japan’s conment on Sout h- South
cooperation with respect to LDCs and to Africa, he pointed out that there was
al so a North-South angle to this, France, Japan and Ml aysia having | aunched a
trilateral initiative to help Africa. UNCTAD could have a catalytic role to play
in this connection. As regards the road to UNCTAD X, he called for a bal anced
approach to devel opment issues and for a refocusing of activities on nenber-
driven, rather than donor-driven, areas of analysis.

55. The representative of Austria, speaking on behalf of the European Union
said that the Secretary-General's issues paper was thought-provoking and that
sonme issues needed further el aboration. He expressed the desire to see the

I ntergovernnental Working Goup of Experts on International Standards of
Accounting and Reporting and the Intergovernnental G oup of Experts on
Conpetition Law and Policy brought fully into line with UNCTAD s mandate and
structure. The European Union wanted UNCTAD to focus on devel opi ng countries,
particularly LDCs, investnment issues, the forthcomng round of nmultilateral trade
negotiations and trade efficiency. UNCTAD should cooperate w th other
i nternational organizations. He paid tribute to UNCTAD s publications, which had
repeatedly warned of risks in the international financial system Future nodels
of devel opnent should not be doctrinaire and there was no single nodel of



devel opnent. However, certain aspects of economc policy were self-evident and
shoul d not be questioned. UNCTAD should increase its efforts to dissenmnate its
findings to civil society and Covernnents, and he hoped that the Lyon Summt
woul d help neet this objective. He concluded by saying that the European Union
remai ned committed to the reforns of UNCTAD | X.

56. The representative of Guatemala said that the problens resulting from
gl obal i zati on had given rise to the need to fornul ate new devel opnent paradi gis.
The "Washi ngton consensus” was bei ng superseded by a kind of "Geneva consensus",
whi ch acknow edged that nmarkets were not perfect, that the trickle-down effect
had not materialized and that state intervention was necessary. These ideas were
not in fact new, having been previously put forward in the devel opi ng regions.
According to this emerging new devel opment paradigm controlling inflation and
ensuring nonetary stability were to be seen not as ends in thenselves but rather
as a means of giving effect to a much broader vision of devel opnent. Such a
vi sion woul d i nclude focus on enpl oyment, properly sequenced financial reform and
i beralization, conpetition policy and a noderni zed State, all ainmed at pronoting
human devel opnent.

57. UNCTAD s mandate should be strengthened in respect of such areas as
reforming the international financial architecture and the Bretton Wods
institutions, good governance, sustainable devel opnment, balanced devel opnment
overconmi ng the dichotom es of the past, training in conmercial diplomacy, and a
proactive devel opnment agenda. Furthernore, UNCTAD nust cooperate closely with
ot her international organizations. The United Nations Devel opment Programme
(UNDP) had devel oped the concept of sustainable human devel opnent, and ways
shoul d be studi ed of seeing how that concept and UNCTAD s devel opnent work coul d
conpl enment each other. Cl oser cooperation with UNDP woul d enable UNCTAD to
enhance its country presence, and such cooperation could be based on the
menmor andum of under st andi ng si gned between the two organizations. Wth regard
to other organizations, the Economc Comm ssion for Latin Anmerica and the
Cari bbean (ECLAC) had devel oped the concept of equitable devel opment, which
shoul d be taken into account, as should the concept of the right to devel opnent,
as defined by the Conmi ssion on Human Rights in its resolution 1998/72. The
i ssue of the new devel opnment paradi gm and that of cooperation anmong international
organi zati ons shoul d be taken up at UNCTAD X

58. The representative of Cuba said that the increased stature which UNCTAD had
acquired as a result of the reforms inplenented since Mdrand showed that it was
on the right track. This should be an asset and an incentive in facing the
chal | enges involved in the preparation of UNCTAD X

59. The two years since Mdrand and the Board's analysis and concl usions
regarding the current world econom c crisis vindicated the |ong-held position of
t he devel opi ng countries, namely that UNCTAD should continue to exist as a forum
for the integrated analysis of developnent in the areas of trade, finance,
technol ogy and related issues. It was this focus that allowed UNCTAD to
formul ate policy reconmendations designed to pronote growth, especially in
devel opi ng countries, and conbat the marginalization threatening those countries.

60. The out put of expert neetings should be integrated into the work of the
Conmissions in the interest of greater institutional cohesion, and UNCTAD shoul d
continue to produce the Trade and Development Report and the World Investment
Report.

61. Finally, he highlighted the fact that the recent increased effectiveness
of the secretariat, the inproved quality of its analytical work and of its policy
advice and its training programmes had hel ped devel oping countries' experts
engaged in negotiations. In the next two years UNCTAD should continue to
strengthen the negotiating capacity of developing countries with a view to the
Third WIO M nisterial Conference and the new round of nultilateral negotiations.



62. The representative of Turkey wel comed the Secretary-General’s issues paper
concerning the guiding principles for UNCTAD s work, particularly the reference
to the need to ensure an integrated approach to devel opnent. She hoped t hat

UNCTAD X woul d |l ead to synergy between UNCTAD s expertise in devel opnent issues
and the normative work on and experience in cross- cutting issues of other
or gani zati ons.

63. Wth regard to the process leading up to UNCTAD X, she said that this
shoul d review UNCTAD s vision, role and functions and enhance its conparative

advantages. In this connection, she pointed out that UNCTAD s anal ytical work
and its technical cooperation activities seened to be progressing along two
different tracks w thout intersecting often enough. The Conference should
establish mechanisms to ensure |inkages between different functions and
strengthen their mutually supporting nature, and decide which technical
cooperation activities should continue and which should be term nated. In

addition, it should exam ne the newly devel opi ng partnership mechani snms and how
to fit theminto mainstreamactivities.

64. Referring to the visibility of UNCTAD, she said there was a gap between
what the secretariat did and what it reported to its nenbership and to its parent
bodi es. An appropriate nmechani smwas needed to enhance visibility and ensure the
di ssem nation of the whol e output of UNCTAD.

65. Finally, she wunderlined the need for inprovements in the follow ng
i nkages: between the budget and the nandated work; between various |evels of
the intergovernnental rmachinery; between the different Divisions of the
secretariat; between subprogramres; with the rest of the United Nations system
with the parent bodies; and with the menmber Governnents.

66. The representative of Norway agreed with the Secretary-General that
UNCTAD's aim was to nmake globalization an instrument for the sustainable
devel opnment of all countries. Since UNCTAD was not alone in pursuing this task,
it was necessary to define the scope of its operation and functions in relation
to other international bodies in order to maximnm ze cooperation and synergi es and
to avoid duplication. In preparing for UNCTAD X, yet another major shift in
UNCTAD s role and functions should be avoided. Since 1992, UNCTAD had been
engaged nore or less in a process of constant transformation and was still
consolidati ng what had been decided only two years earlier. Recomendat i ons
whi ch arose fromthe Md-term Revi ew process should now be fully inplenented and
progress reported. Continued efforts ained at reform of the secretariat and
filling key positions were ampong i nmportant prerequisites for future success.

67. UNCTAD had an inmportant role to play in transformng new analysis into
practical policy nmeasures. However, not everything could or should be addressed
by UNCTAD. 1In the years ahead it would be inportant to ensure a clear focus and
to set priorities for the organization's activities. UNCTAD should continue to
assi st developing countries in identifying their interests in preparation for
further multilateral trade negotiations, nmaking use of existing trade regines,
attracting investments and developing a dynam c private sector. Devel opnent
i ssues should be dealt with in a conprehensive and integrated manner. UNCTAD was
part of a much broader inter-agency framework, covering the whole United Nations
system the Bretton Wods institutions and WIO, and coul d and shoul d be a useful
partner in this context.

68. UNCTAD was the focal point for the United Nations Progranme of Action for
the LDCs, and the Least Developed Countries Report remai ned a val uabl e reference
docunment. He urged UNCTAD to incorporate the Integrated Franework into its work.
He was di sappointed with the low prioritization of LDC issues within the UNCTAD
secretari at. A significant shift was needed in order to ensure successful
preparations for the forthcomng Third United Nations Conference on LDCs.



Lastly, he expressed the hope that all outstanding problens of the Ofice of the
Speci al Coordi nator for LDCs woul d be addressed pronptly.

69. The representative of the Republic of Korea expressed the belief that the
reform process conducted since Mdrand had been, in general, satisfactory, and
he commended the Secretary-General of UNCTAD for his efforts in restructuring the
secretari at. He was concerned, however, about the fact that sone inportant
positions - Directors and the Special Coordinator for LDCs - had been vacant for
a long tine.

70. The recent economic turnoil in East Asia had had a significant inmpact on
living standards in the region. Therefore, the management and prevention of such
crises were obviously issues which should be analysed from the devel opnent
perspective. In this respect, the analysis in the Trade and Development Report,
1998 was tinely and the discussions at the Hi gh-level Segnent had been useful
He hoped that UNCTAD woul d continue to contribute to the global discussions on
t hese issues by providing anal ytical insights fromthe devel opnment angle. It was
necessary to reflect seriously on how to put an end to the current crisis,
prevent its recurrence and prepare to neet future challenges, such as the new
structure of world finance after the |aunch of the euro, so that new changes to
the systemwoul d provide nonetary stability rather than triggering destabilizing
effects on vulnerable econon es. Furthernore, UNCTAD should focus nore
i ntensively on trade, especially new trade agendas to be included in the next
round of trade negotiations, so as to help developing countries maxim ze the
benefits fromthe latter. 1In conclusion, he wished to encourage UNCTAD s efforts
to enhance di al ogue and cooperation with civil society, and he recommended t hat
UNCTAD continue its efforts to sensitize Governments' awareness of UNCTAD s
reformand its actions.

71. The representative of Switzerland noted that nuch had been achi eved since
M drand, but that there was still potential for inprovenent in the functioning
of the intergovernnental machinery, as well as a need to better adjust resources
in the secretariat to selected priorities. She said that her country appreciated
t he t hought - provoki ng work of UNCTAD, and that the organization had an i nportant
role to play in hel ping devel oping countries to nmeet the continuing challenges
ahead in the field of trade. The current session of the Trade and Devel opnent
Board and the Secretary-Ceneral's issues paper on the Hi gh-level Md-term Revi ew
suggested that new, w der and potentially diverging roads be explored. \Vhile
these certainly deserved to be given thought, she hoped that in the design of
UNCTAD s future agenda, due consideration would be given to avoi di ng an expansion
in areas where the organi zati on had no real conparative advantage or where there
was only limted scope for achieving concrete results with the means avail abl e.
Lastly, ways and nmeans had to be found to enable developing countries,
particularly LDCs, to participate nore effectively in the nmultilateral trading
system

72. The representative of the Russian Federation said that his delegation
agreed with many of the conclusions contained in the outcone of the Md-term
Revi ew. UNCTAD s policy work had been especially useful in the fields of
i nt erdependence, foreign direct investnent, risk managenent and el ectronic trade,
and the three flagship reports had al so been useful. Its applied work had been
of particular wutility in the fields of investnent pronotion, enterprise
devel opnent, trade in services, accession to WIQ conpetition |aw and policy, and
standards of accounting and reporting. Due attention was being paid to the
i nvol vement of the private sector and civil society in the work of UNCTAD,
cooperation with other international organizations, and |inking analytical work
and technical cooperation activities. However, the fact that the gap between
needs and avail abl e resources was growi ng was a matter of concern

73. H s del egation fully supported the reconmendati ons of the Md-term Revi ew
on the need to cover all regions in work on globalization and devel opnent



strategies, the participation of <civil society in concrete projects, the
i nvol vement of UNCTAD in analytical work on an international framework for
i nvestnment, and the use of performance indicators, feedback nmechanisns and a
resul ts- based approach. It welconed the fact that, in work on |and-Iocked
countries and countries in transition, all the countries concerned would be
consul t ed. Lastly, it supported the proposal regarding the preparation of an
annual report, provided that such a report did not duplicate existing reports.

74. The representative of Jamaica enphasi zed the inportance of the item under
di scussion. He hoped that in reviewing the strategies pursued by the "emerging
econom es”, the positive aspects of the policies pursued would not be forgotten

75. He believed that there was a problem regarding UNCTAD s credibility as
i ntergovernnental machinery. VWile it appeared that the UNCTAD secretariat's
anal ysis was considered inmportant in various quarters, the intergovernnenta
machi nery’s voi ce was perhaps not heard. Oten, there was a dichotony between
the views of CGovernnments and those of the secretariat.

76. The growi ng income disparities within and anmong countries were likely to
become nore accentuated, and this was a challenge for an integrated world
economy. The latter should be governed by rules in whose making all countries
shoul d participate and which should reflect the interests of all countries.
Rul e-maki ng on the basis of higher rankings of economc power could lead to
di sequilibriumin the integrated world econony. UNCTAD shoul d encourage al
countries to play a role in analysing problenms and in policy fornulation. The
role of UNCTAD nust not be limted to technical cooperation or to the secretari at
making its own views known.

77. He said that UNCTAD used to be an inportant forum for the transfer of
technol ogy, yet this field had now been set apart from UNCTAD s agenda.
Devel opi ng countries nmust not ignore the inportance of building donestic capacity
in which scientific methodol ogies and technol ogical transformation were fully
i ncor por at ed.

78. As the main agency for development in the United Nations system UNCTAD
should not ignore the contribution of the Bretton Wods institutions to
devel opnent nor feel inhibited from contributing to the work of those
institutions. It had made significant contributions in the past, including in
the field of trade, noney and finance for devel opnent, and should continue to do
so in its analytical work. He referred to the proposal made by Jammica in its
statenent on interdependence for developing a strategy of networking anong
i nternational organizations. This approach would find innovative ways of I|inking
the efforts of the United Nations in New York with those of UNCTAD, the Bretton
Wbods institutions, WO and ot her specialized agencies to work together at the
secretariat and the intergovernnental |evels.

79. The representative of Mauritius said that UNCTAD s future work shoul d be
based on three elenents. The first of these was analytical work and technica
cooperation, and here UNCTAD should exploit its conparative advantage and seek
wi der recognition for its work. Second, UNCTAD s focus on trade, finance

i nvest nent and technol ogy should continue, but it should be nerged into the new
devel opnent paradigm The latter should be designed to bring prosperity to al
countries and to help developing countries becone fully integrated into the
mul tilateral trading system Third, as regards UNCTAD s work on LDCs, island
devel opi ng countries and weak and vul nerabl e economi es, nmuch remained to be done,
in conjunction with other international organizations.

80. The representative of Uganda said that the decisive test for UNCTAD shoul d
be how it matched up to its description as the focal point in the United Nations
systemfor the integrated treatnment of devel opnment and interrelated issues in the
areas of trade, finance, technol ogy, investnent and sustai nabl e devel opnent, and



how effectively it delivered assistance to the LDCs, for which it was also the
focal point. In this regard, UNCTAD should nobilize the other internationa
organi zati ons. UNCTAD s anal ytical capacity needed strengthening in all these
areas, including finance, because it was not possible to discuss devel opnent
wi t hout considering the financial aspects. Furthernore, UNCTAD should contribute
to the reformof the international financial architecture.

81. Wth regard to LDCs, he hoped that the newy appointed Coordi nator woul d
take up her functions soon. UNCTAD nust play a leading role in preparing for the
Third United Nations Conference on LDCs, and the LDCs thensel ves shoul d be given
the means to participate actively. Also, UNCTAD should help LDCs to accede to
the WIO and to participate effectively in its work.

82. He agreed with the three guiding principles of UNCTAD s future work
identified in paragraph 12 of the docunent entitled "Hi gh-level Md-term Review'
(TD/ B/ 45/ CRP. 3), nanely a nore conprehensive, integrated vision of devel opnment
i ssues, a bal anced approach to devel opnent policy and a proactive stance on the
part of devel oping countries.

83. The Chairman of the High-level Mid-term Review Meeting noted that what had
been said at the neeting clearly constituted an endorsenment of the review process
and had crystallized some of the diverging positions. The way forward for UNCTAD
was now clearer, with much work still to be done.

84. On behalf of the Board, he formally requested the Secretary-Ceneral of
UNCTAD to prepare the draft agenda for UNCTAD X, which, after consultations,
woul d be approved at an executive session of the Board on 16 December 1998. He
announced that the period from 12 to 20 February 2000 had been set aside for
UNCTAD X.



Chapter 11

INTERDEPENDENCE AND GLOBAL ECONOMIC ISSUES FROM A TRADE AND DEVELOPMENT
PERSPECTIVE: THE CAUSES, MANAGEMENT AND PREVENTION OF FINANCIAL CRISIS

(Agenda item 4)

85. For its consideration of this item the Board had before it the follow ng
docunent ati on:

Trade and Development Report, 1998 (UNCTAD/ TDR/ 1998 and Overvi ew)

86. The Director of the Division on Globalization and Development Strategies
said that one could ask six questions of a general nature arising from the
progress of financial globalization and the current crisis of the world econony:
First, when crises were provoked by I|arge-scale capital novenents, did the
i nternational financial system have the capacity to respond in an effective
manner ? Second, did the international nonetary and developnment finance
institutions prescribe policies that were the nost appropriate to promote the
recovery of the countries affected by the crisis? Third, was the burden of
financial stabilization after a crisis shared equally between Governnents,
borrowers and private creditors? Fourth, were the policies of the industrialized
countries well designed and likely to pronote gl obal economi c recovery? Fifth,
were there elenments built into stabilization and adjustnment programmes that
protected the nost vulnerable parts of the population? Sixth, were the
devel oping countries that had been npbst affected by the crisis adequately
represented in the decision-making organs of the international comunity and were
they participating as fully as their representation comritted thenf

87. The Chief of the Monetary and Development Policies Branch and Coordi nat or
of the Trade and Development Report said that, since the tinme of witing of the
Trade and Development Report, a crisis had broken out in the Russian econony and
gl obal financial instability had deepened. A background paper on the Russian
crisis, prepared jointly by the secretariats of UNCTAD and the United Nations
Economi ¢ Commi ssion for Europe, was being nade available to delegations. The

current global financial turnoil provided further support for the concern
expressed in the Trade and Development Report about the dangers of a hands-off
approach to finance and the adverse effects of financial instability on

devel opnent and the process of gl obalization

88. The Report concluded, inter alia, that the crisis in East Asia was yet
anot her episode in the series of crises that had been occurring with increasing
frequency since the breakdown of the Bretton Wods arrangenents and the
liberalization of capital movements. This conclusion had been supported by the
gl obal spread of instability, the recent hedge fund crisis, and massive gyrations
in the dollar/yen exchange rate which were remniscent of the runs on the
I ndonesi an rupi ah and the Russian rouble. One proposal of the Report was that
the mjor industrial countries take expansionary action, that deflationary
policies be reversed in East Asia, and that Japan provide an aid package to
accelerate recovery in the region. A note making a quantitative assessnent of
such a package on growth, in the region and globally, was being made avail abl e.
Certain policy neasures adopted since the preparation of the Report, including
the Myazawa Plan, cuts in interest rates in the United States and el sewhere, and
nmor e accommodati ng nonetary and fiscal policies in East Asia, were pointing in
the right direction, but nmuch nore needed to be done to avert the danger of a
gl obal recession.

89. Among the proposals in the Trade and Development Report, 1998 for better
crisis management, there was a recommendation for an "automatic standstill™,



simlar to the safeguard action foreseen under GATT rules. Such a nechanism
possibly in conbination with M- lending into arrears, would elinm nate the need
for large-scale bail-outs, contribute to a nore equitable allocation of the cost
of a crisis between |enders and borrowers, and allow the country a breathing
space to design and negotiate an orderly debt re-organization plan. In the past
few weeks there had been increased recognition that debt standstill and | ending
into arrears mght be necessary under certain circunmstances. The issue had been
di scussed both by the Managing Director of the IMF and in a G22 report on
financial crisis managenent.

90. The spokesperson for the Group of 77 and China (Costa Rica) said that,
t hough the entire world econony was increasingly feeling the consequences of the
crisis in East Asia, the developing world was affected nuch nore severely then
the devel oped countries. It was a source of grave concern that the disparities
among and wi thin nations and regi ons were widening further. Devel oping countries
were suffering from reduced exports to East Asia and from falling commdity
prices as a consequence of the slowdown in global demand. There was now a risk
of a worldwi de recession. Gowth forecasts for all devel opi ng regi ons had been
revi sed significantly dowwards, and the devel oping world as a whol e was unlikely
to attain positive per capita growh this year

91. It was inportant to sustain sound and stabl e macroeconom ¢ policies and not
to reverse |iberalization or resort to protectionist measures. Since trade
pl ayed a dynamc role in the pronotion of growh and sustai nabl e devel oprment, it
was particularly inmportant that devel oped countries pronote the eradication of
protectionism the inplenmentation of trade liberalization and the elimnation of
export subsi dies.

92. The maj or industrial countries should revise their macroeconomni c policies
in a coordinated way in order to avoid a worldw de recession. The surplus
countries, in particular, should take nmeasures to stinul ate demand.

93. The East Asian crisis had been caused not only by domestic factors, but
al so by weaknesses in the international financial system The institutional and
regul atory framework for that system had not kept pace with rapid financia
gl obal i zation. An increasing share of international financial transactions was
nmoti vated by gains from specul ation and arbitrage, and the volatility of these
flows had inportant repercussi ons on exchange rates and the real econony. There
was thus a need for greater coherence in international policy-making in trade,
financial and nonetary affairs, and the devel oping countries needed to have a
greater say in the managenent of the gl obal financial system

94. In certain devel oping countries, the capital account had been liberalized
too early and too fast. While many developing countries still needed to
strengthen their financial sectors donestically, they also had to be protected
agai nst the vagaries of international financial markets. The internationa

comunity therefore needed to explore collectively the possibility of designing
new mechani sms for gl obal financial governance. Mreover, countries should be
better equipped with instrunents to respond to currency attacks in order to
prevent liquidity crises from becom ng solvency crises. A tenporary standstil
on debt servicing could be in the interest of both debtors and creditors. It
woul d give a country the breathing space needed to design an adjustment progranme
appropriate to its specific situation and to negotiate a debt reorganization
plan. This could restore market confidence faster than a deep recession

95. The external financial situation of the heavily indebted poor countries
continued to give cause for concern. Many of these countries were unable to
conply with their debt service obligations, as witnessed by the fact that al npst
two-thirds of the increase in their debt over the past 10 years had resulted from
arrears. ODA had historically played a key role in pronoting investment in human
capital and infrastructure, but it had been falling in real ternms in the 1990s.



In countries that had fallen victimto natural disasters, increased ODA flows
could be an inmportant source of rehabilitation and reconstruction

96. The HIPC Initiative was a wel come step forward, but debt relief was stil
insufficient and too slow. The proposal in the Trade and Development Report,
1998 to create an i ndependent body to assess the sustainability of H PC debt was
of particul ar rel evance; such an arrangenent could help facilitate
deci si on-maki ng and accel erate the process of debt relief.

97. The representative of Jamaica said that it was necessary to take a holistic
approach to econom c devel opnent. The participation of the citizens of a country
i n deci sion-maki ng processes was crucial . In the same vein, participation by
devel oping countries in the decision-making process within the internationa
financial systemand its institutions was also inportant. |If the focus of world
attention was only on issues of system c inportance, there would be a danger of
the concerns of the majority of countries being overl ooked. Myst countries had
relatively small econom es, and issues of concern to them m ght not receive the
attention they deserved, sinply because they had no systemi c inplications.

98. The current financial crisis was only the latest event in a series of
epi sodes over the last three decades which had prevented many devel oping
countries from benefiting from the radiating growh of an increasingly
i nt erdependent gl obal econony. These episodes included the oil price shocks,
bouts of high inflation, major debt crises and financial market volatility. The
decade was ending with the return to poverty of |large sections of popul ations,
dramatic increases in unenploynent, and increasing incone disparities.

99. UNCTAD should continue contributing to policy analysis and make tinely
contributions in all relevant forums, so that Governnments could prepare for
negoti ations on issues related to trade and the reform of the internationa
financial system

100. The representative of Austria, speaking on behalf of the European Union

said that the issues raised by the current financial turnmoil in the world econony
were conplex. The Trade and Development Report provided a clear, if at tines
provocati ve, discussion of these issues. The econom c contraction in East Asia
had i ndeed been | onger and nore far-reaching than initially expected, and this
had generated significant social as well as econonic problenms in the region.
Ot her emerging econom es had been unable to contain the spread of the crisis,
whi ch had had particularly profound consequences for the econony of the Russian
Federation. This had in turn fed back to the Asian econoni es thensel ves.

101. Appropriate measures to solve the crisis and to stinulate econom c growh
needed to be taken, not only in the affected econom es but also in the industrial
countries. But any such efforts had to be accompanied by refornms in the
international financial systemalong the lines recently suggested by the European
Uni on and the United States.

102. The Trade and Development Report, 1998 provided a useful analysis of the
mul ti pl e mechanisnms that had led to the spread of the East Asian crisis within
and beyond the region; it had also raised a basic dilemm facing the
i nternational nonetary system on the one hand, the limts of fixed exchange
rates becane pressing in the face of inflationary and structural constraints; on
the other hand, freely flexible regines had many problens in the absence of any
clear anchors. Solving this dilemma could not be separated fromthe question of
the appropriate role of international institutions in tackling financial turmoil.

103. The representative of China said that the Trade and Development
Report, 1998 gave an accurate analysis of the causes, managenent and prevention
of financial crises. Advocating financial |I|iberalization should not nean
Governnents giving up their responsibility for financial regulation and



supervi sion. Experience had shown that financial order and safety could only be
ensured when strong financial rules and regul ati ons and surveill ance of banks and
capital markets existed. O herw se, opening up the capital account would | ead
to a collapse of the financial system and econom c crisis.

104. China had been seriously affected by the crisis through a reduction in
exports and foreign investnent. In response, banking regulations and
surveillance by the central bank were being strengthened. Moreover, China had
provided aid to other countries in the region, participated in the internationa
programre of financial support for East Asia, and taken neasures to increase
donestic demand with a viewto stimulating growth in the world econony, including
a lowering of interest rates. The country woul d speed up and deepen the reform
of its donmestic financial system while ainmng to prevent and mitigate any
financial risk. External financial liberalization would be pursued further when
the tine was ripe.

105. In order to reduce the instability of the international financial system
all countries had to work together agai nst excessive short-termfinancial flows
and specul ative attacks. The major industrial countries should expand their
domestic demand, open their markets and contribute to the stabilization of the
Asi an econom es, which still had great growth potenti al

106. The representative of Indonesia said that the reversal of capital flows to
East Asia had been caused by a turnaround in the initially favourable externa
environnent and by shortcomings in the deploynment of these funds and their
intermedi ation in the receiving countries. Despite its excellent nacroecononic
managenent, |ndonesia had been severely affected by the |oss of confidence
resulting from the crisis. The cornerstone of the country's stabilization
programre was a tight nonetary policy, aimng at avoiding hyper-inflation and
restoring international market confidence. A revival of growh also required a
restructuring of the weak donmestic financial system and the first steps in this
direction had already been taken. The ongoing restructuring of the huge
corporate debt was based on the principle that the Government did not assune the
commercial risk of private |lending. Bankruptcy procedures and | aws had al so been
ref or med.

107. The neasures taken to alleviate the social inpact of the crisis had
substantially increased the budget deficit, the financing of which was possible
only with external support in the form of partial rescheduling of the public
debt. Broad-based structural reforns were under way, including privatization and
the introduction of a conpetition law. An effort was being nade to eradicate
corruption, collusion and nepotism and a tinetable had been established for
denocratic elections. At the regional |evel, a surveillance nechani sm had been
established with the support of the Asian Devel opnent Bank, and an agreenent had
been reached to establish an ASEAN stand-by facility to help menbers overcone
short-termliquidity problens.

108. Since the crisis was a systenmic problem innovative neasures at the
national, regional and global levels were required to address the |lack of
surveillance, the regulation of short-termcapital flows and the volatility of
currency markets. UNCTAD should play a key role in strengthening the
i nternational financial architecture.

109. The representative of Japan said that, despite the current crisis, it
shoul d not be forgotten that East Asia s rapid econonm c devel opment had been
attai ned through liberalization of both trade and finance. UNCTAD should renain
a strong vehicle for conbating any protectionist backsliding. Japan’s current
chal l enge was to bring about recovery of the donmestic econony and to assist other
crisis-ridden Asian econom es. In April 1998, the Governnment had announced a
| arge policy package to stinulate the domestic econony, and since August 1997,
Japan had al so been by far the greatest supporter of the other economes in Asia,



it had provided a total of $43 billion in the formof |ong-termfinancing, trade
i nsurance, grant aid and technical assistance. Additional bilateral support in
response to the Asian crisis, worth $30 billion, had been announced in early

Oct ober 1998.

110. Even though the Asian crisis had shown that the risks and costs of
liberalized short-term capital novenents could someti mes exceed their benefits,
t he devel opnent strategy based on the nmarket mechanism was still essentially
val i d. However, capital account liberalization needed to be appropriately
sequenced, starting with foreign direct investnent and |long-termcapital flows.
There was also a need for inproved nonitoring of international capital flows, in
particular with regard to the activities of large institutional investors such
as hedge funds. Borrowi ng banks and corporations required appropriate risk
managenent tools and had to be subject to adequate prudential supervision. Sone
consi deration needed to be given to effective neasures to protect energing
econom es fromthe adverse effects of excessive short-termcapital flows. The
Trade and Development Report, 1998 had raised inportant issues in this regard,
but the feasibility of some of the proposals, such as the introduction of form
i nsol vency procedures over a national econony, seemed questionable. Some of the
prescriptions, such as capital controls and unilateral debt standstills, were
presented wi thout enough caution as to their side effects. Thus, nore analysis
of possible instruments and further creative thinking were required.

111. The representative of the Republic of Korea said that the East Asian crisis
was only partly due to domestic problenms in the countries directly affected
Deficiencies in the mechanisnms of the world econony had al so played an inportant

rol e. The international comunity had to assunme the task of preventing a
worsening of the crisis and its spread to other regions. It also had to help the
affected countries to recover. In the medium and long term managenent and

prevention of financial crises had to be inproved.

112. Like other countries in the region, the Republic of Korea had made painfu

efforts to wundertake necessary reform while braving many hardships and
wi t hstandi ng great social distress, including nmany |ay-offs. The econonmy was now
in the second stage of reform For the adjustnent neasures in the crisis-ridden
countries to succeed, mmjor overseas markets had to expand. The rel axation of
nonetary policies in sone G7 countries was therefore welcome, as was the
deci sion of ASEAN countries to accelerate trade liberalization

113. International action was also needed to ensure that energing markets
enjoyed continued access to external capital flows through official credit lines
and i nvestnment insurance. To prevent financial crises in the future, it would
be necessary to reach general agreenent on a new global financial structure
mai nt ai ni ng a bal ance between the need for nore effective nonitoring of capita
flows on the one hand and that of avoiding over-regulation on the other.

UNCTAD s proposals in this area were an inportant contribution to this end.

114. The representative of Chile said that the crisis that had begun in East
Asi a had taken on unexpected di nensions, as it was spreading to other regions,
including Latin Arerica. Sound macroeconom c policies were now called for, and
the process of trade liberalization needed to continue.

115. Chile was affected by the crisis directly because the countries of East
Asia were mgjor trading partners, and indirectly because of falling prices for
copper, on which it was highly dependent for export earnings, and al so because
international investors were generally reassessing the risks in enmerging markets.
The drop in the country's export earnings would increase the current account

deficit and make it difficult to maintain the recent growh trend. But the
econony was better prepared to face a crisis than it had been in 1992. Externa
debt, including short-term debt, was under control, and the country had a well

devel oped system of financial regulation and supervision, meeting the criteria



of the Basle Commttee. The level of international reserves was also
satisfactory. The enmerging current account problens were to be redressed by a
restrictive fiscal and nonetary policy, a high real exchange rate, and the
continuation of a trade policy that enphasized openness, integration and
di versification.

116. The representative of 1India said that in an increasingly interdependent
gl obal econony, international financial instability had global ramfications.
What had started as a financial and exchange rate crisis in Asia nmore than a year
bef ore had now spread to econom es accounting for 40 per cent of world output.
The worl d econony was on the precipice of a serious deflationary cycle, with the
attendant threat of rising unenploynent and poverty in many devel opi ng countries.

117. Financial crises had occurred with increasing frequency since the coll apse
of the Bretton Wods system Many of these, including the |atest one, had been
preceded by the liberalization of the econony, notably the financial sector. The
approach towards capital account convertibility therefore had to be properly
sequenced and carefully calibrated. It was al so apparent that prudential nornmns
and strong supervisory capacity were required as nuch for facilitating efficient
international internediation of volatile capital flows as they were for an
efficient domestic financial system Restraint on short-term cross-border
borrowi ng and | ending m ght even have to be viewed as a prudential norm rather
than a restriction on capital flows. Tenporary measures to control a crisis
m ght al so be viewed as a legitimte "safeguard” action

118. Foreign direct investnent (FDI) had an inportant role to play in a
gl obalized world. However, devel oping countries like India, while encouraging
FDI, had been exercising their discretion to ensure that a |iberal investnent
climate was in harnmony with the diverse needs and concerns of their econom es.

119. In a highly interdependent gl obal econony, it was no | onger possible for
any country to remain unaffected by devel opnents el sewhere or to contain the
damage to the donestic econony by the pursuit of donestic neasures alone. The
i nternational conmunity must cone together not only to nitigate the social and
econom c effects and human suffering which resulted from financial crises but
also to prevent the frequency and the scale, if not the recurrence, of such
crises. An action progranme should include an inmediate joint progranme of the
I M- and the countries concerned for restoration of confidence and stability; an
international safety net for vulnerable countries; concerted macroeconom c action
by the major industrial countries to avoid a gl obal recession; nmaintenance and
i nprovenent of an open international trading reginme; a thorough reform of the
i nternational nonetary and financial system a thorough review of | M- operationa
policies and procedures; and a new global commtment to strengthening officia
devel opnent assi stance (CDA).

120. Recent trends in ODA and in the transfer of resources through the Wrld
Bank were disturbing, but the present crisis underscored the inportant role of
official flows. The developing countries also continued to need better access
to the markets of the devel oped countries through deeper trade preferences and
ot her nmeasures. A renewed comm tnent was also needed to enhance sustainable
growth and alleviation of poverty in the |east developed and the devel oping
countries.

121. The representative of Thailand said that UNCTAD s anal yses were highly
t hought - provoki ng and forward-Iooking, and the warning of the contagi on effect
resulting fromthe Asian crisis was, regrettably, proving justified. There was
now a need for international action to reverse the w dening econom c disparity
anong and within nations, which led to the marginalization of many devel opi ng
countries and threatened the stability of the nmultilateral trading system



122. Although the analysis and proposals in the Trade and Development
Report, 1998 seened to be at odds with policies in the Asian econonies affected
by the crisis, the international comunity should give active consideration to
the proposals and enbark on a nmore bal anced approach in order to reduce the risk
of capital volatility and its adverse inmpact on the international financial and
tradi ng system UNCTAD should continue its analysis of this issue, contribute
to the debate on a new international financial architecture, and support the
devel oping countries in their effective participation in designing a bal anced
i nternational financial system which would be conducive to |ong-term econonic
growm h and devel opment .

123. The representative of Belarus said that the East Asian crisis showed the
urgent need to create, on a nultilateral basis, efficient new nmechanisns to
eval uate, forecast and prevent financial crises. As |long as global and regiona
instrunents for crisis prevention were absent, Governnents shoul d have avail abl e
to them a range of national neasures to avert a destabilization of the domestic
financial system

124. The financial crisis had given rise to a discussion on the role of the
state in managi ng financial and econom c processes. So far, two points of view
had clearly energed: some considered that the crisis had been caused by too nmuch
state intervention in financial matters, while others held that insufficiently
t hought out and active state policies in this field had facilitated the spread
of the crisis. The Bel arus CGovernnment was pursuing a policy of gradual and
careful |y consi dered econom ¢ change. The strategic goal of econom c devel opnent
was an efficient, open, socially oriented market econony, and the policy mx
included flexible nonetarism as well as elenents of state regulation

Unfortunately, this approach to economi c reform had not received broad support
fromthe | M- and the Wrld Bank, even though Bel arus’ GDP growth during the |ast
two years had averaged 11 per cent.

125. Belarus regarded the globalization of the world economy and the
liberalization of world trade as an obj ective phenonenon. Regrettably, however,
it had to be acknow edged that so far not everyone had benefited from these
processes. Statistics showed that, at present, the tariff barriers confronting
products from the |east developed countries in world markets were overal
30 per cent higher than average. In addition, in some markets a nunber of
products, including sone from Bel arus, continued w thout any good reason to face
anti - dunpi ng nmeasures introduced for protectionist purposes.

126. The representative of Pakistan said that the current financial crisis,
which had initially appeared to originate in donestic weaknesses in the directly
affected countries, also reflected the system c problem of how to harness the
process of globalization. Crises of this kind did not inply nerely financial
probl ens, but also severe hardship for the nost needy. They made the economc
prospects of developing countries nuch nore sonbre and called into question
several elements of the current devel opnent paradi gm

127. There was an urgent need for action to maintain growmh and demand in the

gl obal economy, and for the provision of an adequate level of liquidity, for
exanpl e through the recycling of the budget surpluses of sone Asian countries.
Issues related to a tenporary debt standstill and an orderly workout of debt

situations needed to be explored in greater depth. Countries should be given
greater autonony in taking nmeasures designed to resolve a crisis, since standard
prescriptions had proven not to work satisfactorily in all countries.

128. The case for further trade |liberalization needed to be reconsi dered, since
the pace with which the countries now affected by the crisis had liberalized
their trade reginmes mght have been too fast for their supply capacities and
external conpetitiveness. The resulting trade deficits had been financed by
short-term capital inflows whose reversal had eventually triggered the crisis.



Agai nst this background, the international financial architecture appeared to be
i nadequate, and the way in which the devel opment process was nmanaged and
devel opnent strategies were pursued needed to be reconsidered. UNCTAD had an
inportant role to play in the urgently needed reconsideration of the |inkages
between trade, finance and devel opnment.

129. The representative of the Russian Federation said that there was an urgent
need to discuss the reform of the international financial system The main
i ssues in such a debate would be the reformof the Bretton Wods institutions;
new i nstrunents for the M- to prevent financial crises in individual countries;
the elaboration of "rules of conduct"” for government action in the area of
external financial relations; inproving the nonitoring of international financia
transactions; strengthening coordination anmong the international financial and
banki ng institutions; better international coordination of financial and economnic
policies; and instruments for the regulation and control of international
capital novenents, especially short-term specul ative fl ows.

130. Russia was aimng at further integration into the world econony through the
creation of conditions for "civilized" conpetition of Russian producers in
i nternational markets and the continuation of the negotiations on accession to
WIo.

131. The representative of Sri Lanka said that while devel opi ng countries were
pursuing structural reform particularly with regard to trade |iberalization, the
debate on capital account liberalization had taken on renewed interest. The
crisis had highlighted the inportance of orderly, gradual |iberalization of the
capital account, taking into account the specific circunstances of each country.

132. Several other |essons had energed fromthe crisis. First, countries with
a relatively weak financial system had been affected nore severely than those
with a stronger financial system Thus, effective prudential supervision was
critical. Second, it was inportant that macroeconom ¢ policies be consistent
with exchange rate policy. Third, there should be an equitable sharing of the
financial burden arising fromcrises anong private creditors, borrowers and the
Government of the affected country.

133. In Sri Lanka, macroeconom c policies had secured a reasonabl e degree of
stability. The policies included the maintenance of some capital controls,
enhanced surveillance of financial market activity and a rise in short-term
interest rates. The concentration of Sri Lanka' s foreign borrowing in long-term
maturities was also a positive factor. Neverthel ess, the country would not
escape the indirect negative inpact of the East Asian crisis, which took the form
of a loss of conmpetitiveness of exports vis-a-vis those countries that had
deval ued their currency, |ower inport demand fromthe crisis-ridden countries and
a decline in investnment inflows fromthese countries.

134. The representative of Senegal said that, due to the huge speculative
capital flows in a deregulated financial system the current crisis had becone
a gl obal one. Wile there was no doubt that the Asian countries would sooner or
| ater overcone the crisis, they still needed external support. There was broad
agreenent that a return to protectionismhad to be avoi ded, but the internationa
financi al systemrequired nore transparency and greater discipline. Government
policies had to be based on prudence, and solidarity and universal cooperation
wer e i ndi spensabl e.

135. Efforts towards the liberalization of capital novenents had to strike a
bal ance between the interests of different actors. UNCTAD s proposals for a
reduction of financial instability and for the reform of the international
financial system were of great relevance. I nternational surveillance over
national econom c policies should be strengthened, taking into account the
i nterests of the devel oping countries.



136. For Africa, the main lesson from the crisis was related to prudenti al
regul ation. Africa was indirectly affected by the crisis through falling
international commodity prices. Many African countries were in need of debt
relief and better access to the nmarkets of developed countries in order to
continue their reforns successfully and accel erate grow h.

137. The representative of Switzerland said that the Trade and Development
Report, 1998 contained a useful analysis of the current situation from the
perspective of the devel oping countries. There was a broad consensus that the
causes of the crisis lay in inadequate nmacroeconon c policies, including
insufficient financial supervision and transparency, on the one hand and
structural disequilibria, including the use of short-term funds for the financing
of long-term |oans/assets, on the other. International investors had
underestimated the structural problenms, and these had now to be tackled as a
matter of priority.

138. Measures that cured only synptons or were inflationary had to be avoi ded,

since they woul d aggravate budget deficits and del ay recovery. The full inpact
of the crisis was still wunclear, but even the developed countries were now
affected, and growth forecasts were constantly being revised downward. The

management of the crisis required strengthened cooperation among all countries
and anong international institutions.

139. Liberalization of trade and capital flows remained a nmedi umterm objective,
and any restrictions introduced in these areas nust be limted in tine. Free
i nternational capital novenents were a key factor for the devel opnment of energing
econom es, but in the managenent and prevention of financial crises, private
creditors had to bear their share of the responsibility. Moreover, a |liberalized
econony needed an effective system of surveill ance.

140. The representative of Malaysia said that globalization had not led to
weal th creation and prosperity for all; rather, the world econony had fallen
victim to the rapid process of globalization, as the financial crisis was
spreading fromAsia to other regions. Mlaysia had been hit particularly badly,
with per capita income falling dramatically, from around US$ 5,000 to US$ 3,000,
under the joint inmpact of a 40 per cent currency depreciation and a severe
contraction of the real econony. The conventional austerity neasures that had
been inplenented to conbat the crisis initially had only aggravated the depressed
state of the econonmy. The Governnent had recently changed its course, trying to
i nsul ate Malaysia from the hostile external environment by the inposition of
foreign exchange controls. However, such action nust be seen as emergency
intervention, which was no substitute for sound macroecononmic and financia
policies; controls would be renoved once the storm was over, and a gl obal
sol uti on would have to be found to what was essentially a global problem

141. At the international l|level, the debate on the remedies for the gl oba
financial crisis was still far from produci ng an adequate solution. The overal
architecture of the international nmonetary system had to be reforned, with the
creation of an international regulatory body to oversee the functioning of
capital markets. Oher international financial cooperation proposals, such as
the establishnent of an international |ender-of-last-resort facility, as proposed
by UNCTAD, should be seriously pursued.

142. The measures inplenented by Mal aysia were starting to show positive results
in ternms of increases in reserves and the first signs of recovery in the donestic
econormny. In the long run, Ml aysia remained comrtted to globalization and
liberalization.

143. The representative of Cuba said that orthodox |I|iberalization and
deregul ation policies had been catastrophic for the East Asian econom es, which
were as vulnerable to external factors as they were attractive for internationa



capital flows. Their regulatory and supervisory systens had turned out to be
i nadequate in the face of the increased risks resulting fromthe enornous capita
i nfl ows.

144. However, the crisis was a systemc one, with external origins and worl dw de
consequences for output and enployment. Wth deregulation and |oosening of
control of economic and financial activities, the possibilities of preventing
crisis situations of this kind were nmuch reduced. G ven the interdependence of
econom es worl dwi de, specul ation represented a real danger. It was deplorable
that the costs of the failure in global markets and of the neasures to bail out
creditors were borne by ordinary people.

145. It should remain possible for a country to declare a debt noratorium and
to apply foreign exchange restrictions to counter an attack on its currency. The
role of the State in the econony had to be strengthened and the functions of the
Bretton Wods institutions had to be revi ewed.

146. Many developing countries needed better access to official externa
financing, a solution to their external debt problem and inproved access to
mar kets of devel oped countries. Cuba had been suffering from an econom c,
comerci al and financial blockade for nmore than 37 years.

147. The representative of Guatemala said that the proposals on the control and
prevention of international financial crises in the Trade and Development
Report, 1998 were very inportant. All devel oping countries were seriously
concerned about the current crisis, and although the Central American subregion
had not been badly affected so far, sone negative inpact was being felt due to
the fall in international commodity prices.

148. dobalization was an irreversible trend involving consi derabl e devel opnent
potential for all parties involved but also an increased risk of internationa
financial crises, hence the inportance of the diagnosis provided by the UNCTAD

secretari at. Particularly interesting and welcone were the proposals to
establish a new "lender-of-last-resort” facility and to allow countries under
severe specul ative attack to declare a unilateral debt standstill on the basis

of criteria analogous to those of Chapter 11 of the United States Bankruptcy
Code. A procedure of that nature had al ready been applied with success by the
Governnent of Costa Rica. O her nmeasures for crisis prevention proposed by
UNCTAD, such as increased information and transparency, enhanced supervision and
nmonitoring of financial activity, and control of certain types of capital flows,
woul d al so be given positive consideration by Guatemala. The role of UNCTAD in
the analysis of the international financial systemand in the proposals for its
ref orm shoul d be strengt hened further

149. The representative of Norway said the recent crisis had nade it clear that
the process of globalization, while significantly contributing to growh and
devel oprent, was al so acconpani ed by risks and dangers. The managenent of the
process of globalization at the national and the international |evel had to be
improved to ensure that all nations be given the opportunity to enjoy the fruits
of globalization, while mtigating the possible adverse effects of the process.

150. The international financial architecture needed to be inproved. Pol i cy
recomrendati ons of international institutions had to be nore coherent. 1In this
context synergies could be found nore easily now, given that the mainstream of
wor | d econom ¢ thinking was novi ng towards UNCTAD s views. The independent voice
shoul d, nonet hel ess, not be di scouraged.

151. A sound financial sector, good governance, broad-based social investnents,
respect for human rights, and transparency in both the public and private sector
were factors at the national |evel conducive to econom c and social growth and
devel oprent. Investment in basic social services, including health and



education, yielded the highest returns. A nutual commtnment should therefore be
made by devel oped and devel oping countries to allocate 20 per cent of ODA and
20 per cent of national budgets to basic social programres.

152. The Asian crisis illustrated that even well managed econonies were
vul nerable to external shocks. There was a need for a nore supportive externa

environnent, with better schenes for debt relief, inproved market access and a
hi gher share of capital flows directed to productive use rather than to
short-term specul ati ve gains. The HIPC initiative was the nost constructive
nmul tilateral schene |aunched so far, but additional neasures were required

Norway had adopted a debt relief strategy which, in addition to supporting
existing nmultilateral schemes, included bilateral debt reduction neasures. O her
creditor nations should develop simlar arrangenments. The UNCTAD secretariat’s
good analytical work needed to be translated into effective policy advice to
i ndi vidual countries so as to enable their Governnents to adopt proactive
policies to avoid the adverse effects of globalization.

153. The representative of Egypt said that financial instability had occurred
with increasing frequency in the 1990s in both developed and devel oping
countri es. VWile in devel oped countries financial crises typically took one
form in developing countries they took several, including w despread
di sturbances in the financial markets, currency turnoil and external debt crises.
A comon feature of the different financial crises was that they had been
preceded by liberalization of donestic finance and the capital account, and they
had been triggered by a sudden reversal of financial flows caused by herd-1|ike
behavi our of investors and creditors. Wereas inflows were attracted by donestic
factors, outflows were triggered by external ones. Domestic policies should not,
therefore, be regarded as the sole reason for the crisis. Moreover, the fact
that countries which had followed interventionist policies had not experienced
simlar crises suggested that dismantling state guidance of private financial
flows and investnent coul d be dangerous.

154. Since a sudden reversal of financial flows caused severe liquidity
probl ens, there was a need for an international |ender of l|ast resort, and
countries facing a crisis should have the possibility of resorting to debt
standstill. In the nost recent crisis, the assistance coordi nated by the I M- had
only conme after the currency collapse and had taken the form of bailouts
protecting creditors and putting al nost the entire burden on debtors.

155. dobal surveillance had not been successful in preventing financial crises
due to its inherently unbal anced nature. Its nodalities were not adequately
geared to responding to the consequences of shifts in the nmonetary policy and
exchange rates of the mmjor COECD countries, which exerted a strong influence on
i nternational capital novenents. Governance in the area of gl obal finance |agged
behi nd that of gl obal trade.

156. Financial reforms at the national level did not provide full immnity
agai nst financial crises originating in the global system but they could limt
t he consequences. Controls to regulate international portfolio investment flows
shoul d be contenplated, since such flows were increasingly notivated by the
possibility of short-term capital gains and not by long-term prospects of
conpani es and countries. Against this background the proposals contained in the
Trade and Development Report, 1998 for the reformof the international financia
system deserved to be discussed further in different international forunmns,
particularly in the context of the reform of international financial
i nstitutions.

157. The representative of Poland said that, after nine years of shock therapy,
the Polish econony now showed sone promising results, including fast GDP growth
of 6.9 per cent in 1997, an increase in investnent, |lower inflation, a strong
export performance, a decline in unenployment to below 10 per cent in 1998, and
hi gher househol d i nconme and private consunpti on.



158. This was, however, acconpani ed by trade and bal ance- of - paynents deficits,
and export growth mght slow due to |ower external demand, particularly in the
Eur opean Union, and currency appreciation. Despite a |arge external debt burden,
the country had accumul ated significant foreign exchange reserves, and inflows
of FDI represented an inportant factor in the transformati on of the econony to
a mar ket -based system Poland would al so be affected by the current crisis due
to the relatively high share of primary commodities in its exports, which
rendered the country, |ike npst devel oping and transition econom es, vul nerable
to volatility in the international prices for such goods.

159. The representative of Uganda said that the spread of the present economnc

crisis denonstrated the inherent risk of globalization. |In order to benefit from
integration into the world econony, countries nmust first attain a certain degree
of social and physical infrastructure development, increase agricultura

productivity, acquire technological and nmanagerial capabilities, and create
institutions to regulate and facilitate the functioning of markets. Before the
crisis, econonmic orthodoxy had held that a current account deficit was acceptable
and sustainable if it stenmed frominvestnent as opposed to consunption and if
it was a result of private sector activities. The current crisis illustrated the
fallacy of that belief.

160. Many LDCs had succeeded in establishing macroeconom c stability, but this
had not al ways been acconpani ed by faster growmh rates, and econonic refornms had
led to higher unenmpl oynent. Moreover, the fact that LDCs had difficulties in
attracting private external financing remained a critical problem especially in

view of the continued stagnation in ODA fl ows. The HIPC Initiative was an
i nportant step, but debt relief under the Initiative should be provided faster
and with maximm flexibility. One lesson from the crisis was that full

l'i beralization of capital flows increased the volatility of short-termflows but
did little to increase investnent and growh. Another was that the free nmarket
al one could not be expected to lead to socially optinmal results. UNCTAD had an
inportant role to play in contributing to the debate on these issues and in
proposi ng sol utions.

161. The representative of Brazil said that, despite prudent policy neasures,
Brazil had been affected by the current international crisis through capita
outflows and an inpending attack on its currency. The causes were entirely
exogenous and related to the volatility of worldw de financial capital flows.
Devel opnent prospects for Brazil and nost other Latin Anerican countries were
t heref ore cl ouded, although their econonic policies had been w dely praised over
many years.

162. In the current situation, world |eaders should therefore act jointly to
promote increased coordination of nonetary policies and an wupgrading and
strengthening of international financial institutions. There was also a need for
a global strategy for crisis prevention

163. The representative of Bulgaria said that the Trade and Development
Report, 1998, with its in-depth analysis of the East Asian crisis, was one of the
best reports by UNCTAD and was of particular interest to devel oping countries and
countries in transition, since it treated the crisis in a global perspective and
not as a local phenonenon. Possible contagion was a problem not only for the
devel opi ng countries and economies in transition, but even for the devel oped
countries. This was one of the negative aspects of gl obalization

164. Since the beginning of 1997, Bulgaria had inplemented a nunber of
structural reforns with the support of international financial institutions. It
was expected that these reforns would lead to an inprovenent in the country's
econom ¢ performance in the com ng years.



165. The inpact of the recent international financial turnmoil and the effects
of gl obal interdependence on the transition economes should continue to be
analysed in future issues of the Trade and Development Report. O speci al
rel evance were issues related to interdependence between countries in transition
and devel opi ng countri es.

166. The representative of South Africa said that the ongoing financial crisis
was not the end of the Asian mracle, but a systemc correction which, after sone
restructuring in the countries affected by it, would serve to enhance Asian
conpetitiveness in the future. South Africa's econony mght suffer from the
repercussions of the crisis in Japan, the United States and Europe. The exchange
rate and stock prices in South Africa had fallen significantly. The | oca
mar ket s had now been stabilized but it was very dangerous to bring down donestic
interest rates before stability had returned to the international markets.

167. The international financial architecture had to be reforned in such a way
that financial nmarket activities and capital flows were nmade nore transparent.
The Asian crisis had exposed the fault lines in the gl obal system which required
a regulatory framework designed to avoi d excessive specul ati on and unsust ai nabl e
capital flows. Moreover, economc policy had to be |inked to social devel opment.

168. There was a need for mechanisnms, information systems and technical
assi stance to prevent financial crises and to neutralize their effects, and for
a reform of the international nonetary and financial system incorporating a
mul tilateral surveillance nmechanism UNCTAD shoul d continue to play a key role
in the analysis, managenment and solution of the current crisis and the systemnic
i ssues invol ved.

169. The representative of the International Confederation of Free Trade Unions
(I CFTU) said that the recent financial crisis had seriously affected the |eve
of empl oyment around the world. |In Asia alone, the economic turmoil had caused
unenpl oyment to increase by 10 mllion, and the heaviest burden of econonic
distress had to be borne by the nost vul nerable groups in society.

170. In order to prevent these adverse effects from spreading further

i nternational policy action to inprove the functioning of financial markets
shoul d be integrated with international strategies to eradicate poverty. A key
issue in that connection consisted in redefining the role and responsibilities
of the Bank of International Settlenents, |IM, the Wrld Bank, OECD and the Basle
Conmi ttee on Bank Supervision

171. In order to ensure that protectionist pressures were renoved and workers
got a fair share of the benefits of trade liberalization, international trade
agreenents should contain a social clause which would grant a set of basic rights
to workers to be applied universally.

Informal meetings

172. The Board pursued its consideration of agenda item4 in informal meetings.
Statement on the informal meetings

173. The representative of Uruguay, speaking in his capacity as chairman of the

i nfformal debate on item 4, said that the debate had been very useful. It had
become clear in the discussion that many features of the present crisis were
uni versal, but its manifestations differed across countries. Consequent |y,

uni versally applicabl e nodels coul d not be devised. An inportant [esson fromthe
crisis was the role of systemi c factors, exogenous to national econonies. There
wer e nunerous exanples showing that national efforts over many years to attain
macroeconom ¢ equilibrium and to develop the donestic financial system were
insufficient to protect a country from financial crises when the external



envi ronment was unfavourable. National policies to overcone the crisis should
be geared not only to restoring macroeconom ¢ equilibriumand to strengthening
the domestic financial system but also to restoring growh and attracting new
capital inflows, while international efforts were required to inprove the
external environnent. It was also crucial, at the international l|evel, to
i mprove the nonitoring and supervision of capital flows, particularly short-term
specul ative fl ows.

174. 1t had becone clear that the international financial system had a nunber
of shortcom ngs, deficiencies and |limtations and that its architecture had to
be reforned. Di stinct positions had enmerged on the extent and scope of the

reforms, w th suggestions ranging frommarginal inprovenents of the present rules
and regulations through nore radical changes in international financia
institutions, in particular the M-, to the establishment of a new internationa
financial authority with functions going beyond those of existing bodies. The
conclusion of regional financial agreenments could be a useful conplenent to
reformefforts at the global I|evel.

175. The lack of a lender of last resort had been singled out as a nmjor
weakness of the present system Wiile, in the viewof sone, this function should
be incorporated in a reformed institutional system others questioned the
feasibility of the proposal and stressed the need for better instrunents to
prevent or contain financial crises. A lender of last resort had to take into
account the specific needs of the | east devel oped countries, which in many cases
were unable to attract private capital

176. In the debate on protective nmeasures which m ght be adopted by countries
confronted with problenms resulting from international financial instability,
reference had been nade to the safeguard neasures provided for in trade
agreements. Wiile in the view of sone del egations a tenporary debt standstil
was an inportant measure to be considered in an energency situation, others had
mentioned the introduction of controls over short-term capital novenents,
moratoria, or taxation of capital flows as possibilities for the better
managenent or prevention of financial crises. However, sone del egations had felt
that such neasures would be counterproductive. On the other hand, greater
transparency and better information on the activities on financial market were
necessary to ensure an adequate functioning of these markets.

177. There had been broad agreenent that international trade was not a cause of
the crisis, but, on the contrary, could help to overcone it. Recourse to
protectionismin response to the effects of the crisis therefore needed to be
avoi ded.

178. The crisis had shown that UNCTAD coul d make an inportant contribution to
analysis and policies in the field of international noney and finance. The
secretariat had provided a sound, independent and tinmely analysis of the crisis.
Not only should the organi zation's existing mandate in this area be consol i dated,
but UNCTAD should also contribute to the elaboration of national and
i nternational neasures for the prevention of financial crises and participate
actively in the reform of the international nonetary and financial system
focusing on the interdependence of trade, finance and devel opment.

Action by the Board
179. At its 900'" plenary neeting, on 23 Cctober 1998, the Board adopted agreed

concl usions 451 (XLV). (For the text of the agreed conclusions, see
TD/ B/ 45/ 13(Vol . 1)) .



Chapter 111

REVIEW OF PROGRESS IN THE IMPLEMENTATION OF THE PROGRAMME OF ACTION

FOR THE LEAST DEVELOPED COUNTRIES FOR THE 1990s: (a) TRADE AND

INVESTMENT IN LDCs: OPPORTUNITIES AND CONSTRAINTS IN THE MULTILATERAL

TRADING SYSTEM; (b) CONTRIBUTION OF THE BOARD TO THE CONSIDERATION

BY THE GENERAL ASSEMBLY, AT ITS FIFTY-THIRD SESSION, OF THE DATE,

DURATION AND VENUE OF THE THIRD UNITED NATIONS CONFERENCE ON LDCs AND
ITS PREPARATORY PROCESS

(Agenda item 5)

180. For its consideration of agenda item 5, the Board had before it the
foll owi ng docunent ati on:

The Least Developed Countries 1998 Report (UNCTAD/ LDC(1998))

Consideration in Sessional Committee I

181. The Chairperson recall ed that one of the basic principles enbodied in the
Programme of Action for the Least Devel oped Countries (LDCs) for the 1990s was
that of shared responsibility and a strengthened partnership for the growth and
devel opnment of those countries. While nuch remained to be done to reverse the
mar gi nali zation of LDCs, the Third United Nations Conference on the Least
Devel oped Countries should translate awareness of their special problens into
concrete results.

182. The Least Developed Countries 1998 Report provided an excellent and
conprehensive assessnment of the socio-economic situation of LDCs and
i nternational support neasures, particularly official devel opnment assistance
(ODA) and debt relief. Despite the imrense challenges facing LDCs, it was
encouraging to note that as a group they had been able to maintain their recent
i nproved performance. The decline in resource flows to LDCs had to be reversed,
as the availability of adequate external financing was critical for growh and
devel opment in LDCs. A decisive reduction was needed in LDCs’ debt stock and
debt service obligations; the Heavily Indebted Poor Countries (H PCs) initiative
was a step in the right direction. The international community's financial
support for the Asian economies in crisis contrasted sharply with its hesitant
response to the debt overhang and decline in real aid flows which continued to
limt devel opnent prospects in LDCs.

183. Strengthening LDCs' capacity to participate in international trade and the
multilateral trading systemwas an inmportant precondition for their integration
into the world econony. At the same tine, the international comunity had an
obligation to tackle unfinished business from former trade rounds and should
proceed without delay to deal with those export products of particular interest
to LDCs. Inproved, predictable access to the markets of devel oped and devel opi ng
countries would becone even nore crucial once LDCs had strengthened their own
supply capabilities.

184. He inforned the Board that the European Union had expressed its readiness
to host the Third United Nations Conference on the Least Devel oped Countries in
the first senester of the year 2001

185. The Deputy Secretary-General of UNCTAD highlighted the major devel opnents
in LDCs in 1997. He enphasi zed that strengthening LDCs' capacity to participate
in the nultilateral trading system including through accession to the Wrld
Trade Organization (WO by those LDCs which were not nenbers, should be an




i mportant part of the international conmunity’s efforts to help themto becone
integrated in the world econony. To that end, the eligibility of all acceding
LDCs for all provisions relating to special and differential treatnment could be
uncondi tionally recognized by WO nenbers. LDCs could also be allowed a "fast-
track" approach to bilateral negotiations on nmarket access in goods and services,
wher eby WIO nenbers woul d keep their tariff and services requests to a m nimm
There was al so an urgent need for technical assistance provided to LDCs by UNCTAD
and ot her bodies to be increased.

186. There was substantial scope for further inprovements in market access for
agricultural and industrial products of export interest to LDCs. Sonme of the
LDCs’ nost inportant exports continued to face barriers in the major markets in
the formof significant tariffs, including peak rates. The full inplenentation
of the Action Plan for LDCs adopted at the first WIO M nisterial Conference was
an urgent priority. As weak trading partners, LDCs faced a consi derabl e handi cap
inamltilateral trading system based mainly on reciprocity. Therefore, it was
i mperative that an effective systemof special provisions for them should be made
an integral part of the General Agreement on Tariffs and Trade (GATT)/WO
f ramewor k

187. The Third United Nati ons Conference on the Least Devel oped Countries would
be a gl obal event and shoul d be geared towards achi eving practical and neasurabl e

out comes. Col | aboration wth other organizations and agencies of the
United Nations system would be an inportant element in the preparatory process.
He also anticipated a nuch greater involvement by civil society in the

preparati ons and at the Conference itself.

188. The spokesperson for the Group of 77 and China (Costa Rica) comended the
secretariat for the wealth of information and excellent analysis in the 1998
Report. He said that the turnoil of financial markets had caused an economnic
crisis, the extent of which was unprecedented. The cost of the crisis, if it
became protracted, could be high for LDCs. The overall inprovenents in the
econonmi c performance of LDCs in the recent past had mainly been achieved by
putting in place sound macroeconom c policy reforms. However, that performance
had been achi eved agai nst a background of declining ODA, a heavy debt burden,
accunul ated arrears, low levels of foreign direct investnment (FD), limted
access to foreign private financing and the generally limted participation of
LDCs in WIO. Corrective nmeasures were necessary to address those probl ens.

189. Owing to their lack of vital skills and their institutional weaknesses,
LDCs had thus far not been able to take advantage of the opportunities provided
by the nmultilateral trading system LDCs should be adequately prepared for
negoti ations on the "built-in agenda” and "new issues"”. In that context, he
requested the UNCTAD secretariat to study the possible inpact of new issues on
LDCs’ economi es.

190. He wel comed the European Union’s offer to host the Third United Nations
Conference on the Least Devel oped Countries. The offer reflected the solidarity
of the European Union and its menber States with LDCs. The Conference woul d be
an opportunity to take a conprehensive |ook at the overall question of the
devel opnent of LDCs; the preparatory process should draw on the | essons of the
i npl enmentation of the Programme of Action and should fully involve
non- gover nnental actors.

191. The representative of Austria, speaking on behalf of the European Union
recall ed the European Union's commtnment to assist LDCs in their efforts to
become integrated in the world econony. She shared the concerns expressed in the
1998 Report about the fragility of the economi c recovery in LDCs. Although they
had turned in an inproved econom c performance in 1997, despite the Asian crisis,




the risk of their increased marginalization was still real and threatened the
nmost vul nerabl e popul ati ons in LDCs.

192. The European Union was by far the |argest market for LDCs’ exports, and
granted duty-free access to its market for 99 per cent of its inports fromthe
poorest countries. Moreover, it had introduced Lone-equival ent market access
treatnent for those LDCs which were not nenbers of the Lomé Convention, and had
simplified rules of origin.

193. Most LDCs had a limted capacity to increase their exports substantially,
owi ng to conplex supply constraints such as inadequate infrastructure and human
resources. Donestic policies had a crucial role to play in alleviating those
constraints: ampong the nost inportant policies were good governance, investnent
in education and training, upgrading of the physical infrastructure and support
for the private sector. The integration of devel oping countries into the globa
economy required international support in the form of technical assistance
focused on education, infrastructure and the institutional franmework.

194. The spokesperson for the least developed countries (Bangl adesh) commended
the UNCTAD secretariat for the 1998 Report. The wuniversally recognized
wi despread poverty and human deprivation in LDCs had resulted in sone
initiatives by the international community, but those initiatives seened not to
have been undertaken with the seriousness they deserved. Simlarly, the market
access pledges given by a nunmber of countries at the High-level Meeting on
Integrated Initiatives for Least Devel oped Countries’ Trade Devel opnent remai ned
mere pledges and no workable progranme for their inplementation had been
announced so far. The European Union had increased market access facilities
under its Generalized System of Preferences (GSP) and expanded Long provi sions,
but the latter had yet to be finalized. He |ooked forward to the convening of
round tables as part of the followup to the High-level Meeting, but feared that
nore exciting events were preoccupyi ng the intergovernmental organizations.

195. ODA, the mminstay of devel opment financing, had been dwindling steadily in
recent years despite agreenents in a nunber of resolutions of the Genera
Assenmbly of the United Nations to raise ODA to 1 per cent of gross domestic
product (GDP). Only a handful of Nordic countries and the Netherlands had rai sed
the level of their ODA to the targets proposed by the United Nations. Against
t hat background the devel opnent of infrastructure in LDCs in critical socio-
econom c fields such as poverty alleviation or literacy had slowed down
consi derably as LDCs’ Governnents increasingly found thensel ves suffering serious
shortfalls in revenue follow ng obligatory tariff cutbacks in the post-Uruguay
Round multilateral trading system VWhile liberalization had been obligatory
under the nmnultilateral trading system special measures for the devel oping
countries had been left to the whinms of individual countries.

196. He called upon the nenbers of the international conmunity to fulfil their
conmitrments on debt cancellation, increased ODA, imedi ate market access for
LDCs’ products, the renoval of all protectionist neasures affecting LDCs’
products, increased technical assistance and technology transfer through
i npl enentation of the Integrated Framework for Trade-Related Technica
Assi stance, and the inplenentation of all special and differential measures
agreed by the signatories to the Marrakesh Agreenent Establishing the World Trade
Or gani zati on.

197. He thanked the European Union for its offer to host the Third United
Nati ons Conference on the Least Devel oped Countries, and expressed the hope that
the Conference would lead to tangible benefits for the poor countries in the
wor | d.

198. The spokesperson for the African Group (Zanbia) recalled that mnisters
from LDCs, at their npost recent annual neeting, had proposed that the Third




United Nations Conference on the Least Devel oped Countries should review the
i mpl erentation of international support neasures during the 1990s, especially in
the areas of ODA, debt, investnment and trade. Mnisters had also called upon al
devel opnent partners to nove quickly to increase substantially the |evel of
financial assistance to LDCs. He wel conmed the generous offer by the European
Union to host the Conference and requested that adequate resources should be nmade
avai |l able to LDCs by devel opnent partners and United Nations agencies to ensure
t he Conference was successful

199. The 1998 Report was correct to point out that when nmarket forces failed to
deliver prosperity, the intervention of Covernnents became a necessity, and he
wel comed the signs of a grow ng readi ness on the part of devel opnment partners and
other international institutions to adopt a broader vision of devel opment which
enconpassed nore el enents than just market forces.

200. The GSP and other systems of trading preferences were a vital but under-
utilized trade tool for LDCs. He called on the UNCTAD secretariat to assist al
LDCs in making better use of the scheme, and called on LDCs’ trading partners to
reject the new principle of "required reciprocity”, which was contrary to the
spirit of trade preferences.

201. The full participation of the private sector in the economc activities of
LDCs was an inportant factor in raising both donestic and foreign investnent,
but, unfortunately, the private sector was weak and inexperienced in nost LDCs.
He reiterated the call nade by LDCs' ministers for the cancellation of the
out standi ng debt owed by LDCs, and called upon the international community to
explore ways to ensure the expeditious inplementation of the HHPC initiative.
He also called for the full inplenentation of the special and differentia
nmeasures in favour of LDCs contained in nultilateral trade agreenments, and for
action to follow up the 1997 High-level Meeting. W thout targeted technica
assi stance ainmed at capacity-building in LDCs, w thout market-opening neasures
on their side, and w thout proper acknow edgenent of the obstacles preventing
LDCs from participating fully in the information society and from fully
i mpl erenting the Wuguay Round agreenents, the path into the twenty-first century
woul d not | ead LDCs forward, but back into the past.

202. The spokesperson for the Asian Group and China (India) comrended the UNCTAD
secretariat for the excellent quality of the 1998 Report and expressed concern
over the inmpact of the financial crisis on the future growh of Asian LDCs. He
stressed that unless the downward trend in ODA to LDCs was reversed and the
agreed targets met, there was little hope of a recovery. 1In order to enable LDCs
to seize the opportunities provided by the multilateral trading system the
guestion of special and differential neasures in their favour had to be addressed
more seriously than it was in best endeavour clauses. UNCTAD coul d make an
i mportant contribution by assisting LDCs in acceding to WIO on ternms consi stent
with their needs, both as individual countries and as a group.

203. The success of the Third United Nations Conference on the Least Devel oped
Countries would depend on thorough preparation which took into account the
devel oprent priorities articulated by the LDCs thensel ves and which drew on the
experience gained fromthe inplenentation of the Programme of Action. The UNCTAD
secretariat would have to ensure the active participation in preparations for the
Conference of all relevant United Nations organizations and agencies.
Non- governnental actors should also be fully involved in the preparatory process.
The success of the Conference very nuch depended on the effective participation
of LDCs in the Conference and in its preparatory process. UNCTAD had an
inportant role to play in the inplenentation of the outcone of the High-Ieve

Meeting, for which nore resources were needed. He expressed satisfaction with
the contributions nmade to the Trust Fund for Least Devel oped Countri es.



204. The representative of Ethiopia said it was inmportant that the preparations
for UNCTAD X shoul d conpl enent those for the Third United Nations Conference on
the Least Developed Countries in order to reverse the deteriorating socio-
econom c conditions in LDCs. He fully endorsed the conclusions and
reconmrendati ons contained in the 1998 Report. A reversal in the declining trend
in ODA and nore determned efforts by devel opnent partners to reorient aid
programmes towards LDCs would enhance econonmic recovery and ensure |ong-term
devel opnment in those countries. He reiterated the appeal by the LDCs' mnisters
to all creditor countries to cancel all outstanding debt owed by LDCs. He gave
some exampl es of various new special trade neasures in favour of LDCs which had
been taken by devel opnent partners in the area of market access. However, tariff
escal ati on persisted and peak tariffs continued to be |levied on a |arge nunber
of agricultural and industrial products of export interest to LDCs. The
emer gence of new non-trade conditionalities had seriously constrained the ability
of LDCs to benefit fromfavourable narket access conditions. Deficiencies on the
supply side were anong the many vari abl es accounting for the Iow utilization of
speci al trade preferences by LDCs.

205. In Ethiopia, sound macroeconom c reformand trade |iberalization, together
with major political transformations, had led to great inprovenents in the
country's econom c indicators. However, there was no room for conplacency in
conbating poverty and underdevel opnent. As LDCs were unable to insulate
t hensel ves from external econonm c shocks, they needed adequate and predictable
resource flows fromtheir devel opment partners to accompany their own efforts to
ref orm national policies.

206. The spokesperson for the Latin American and Caribbean Group (Haiti)
observed that the nunber of LDCs had increased significantly as globalization
proceeded, and mght increase further if the problens of structurally weak
econom es were not considered together with the problens of LDCs. He wel comed
the Cuban initiative to nobilize international solidarity on behalf of Haiti
whose share of world trade had fallen dramatically to m nuscul e | evels.

207. Integration in the nmultilateral trading systemwas a difficult process for
LDCs and ot her economi cally vul nerable countries. Menbership of WIO coul d hel p
them to defend their economic interests, but the bargaining power of nost LDCs
was weak, owing to serious limtations in their human and financial resources.
UNCTAD was better qualified than any other international organization to deliver
trade-rel ated technical assistance to LDCs and countries with structurally weak
economes. It was regrettable that the anpunt spent on technical cooperation in
the Latin American and Cari bbean region had fallen, in both absolute and rel ative
terms. UNCTAD could help LDCs and countries with weak econom es to confront the
probl ens they faced in the areas of accession to WIO, the inplenentation of the
Uruguay Round agreenents, trade in services and trade and the environment, by
i ncreasing the nunber of experts in those countries and by enabling those
countries to take greater advantage of the Trust Fund.

208. Finally, he thanked the UNCTAD secretariat for its assistance to sone LDCs,
including Haiti, in the followup to the Hi gh-level Meeting.

209. The representative of Madagascar comended the 1998 Report for its
di scussion of crucial LDC issues such as production, market access, FD and
vulnerability to natural disasters. The international community, in adopting the
Programme of Action, had committed itself to taking urgent and effective
measures, on the basis of shared responsibility and increased partnership, to
reverse the deterioration in the economc situation of LDCs and to revitalize
their gromh and devel opment. Those neasures included commtments relating to
ODA and market access, and several possibilities had been envisaged for inproving
t he GSP.



210. It was inmportant that LDCs shoul d adopt appropriate trade and investnent
policies. Mst of them depended |argely on the production and export of primry
commodi ties, and needed to seek the best possible benefits fromtheir dependence
on external markets, otherwise they would suffer increased marginalization.
Unfortunately, there had been a decline in LDCs’ share of world trade. Many
LDCs, including Madagascar, were hanpered in their efforts to benefit nore from
the nmultilateral trading system by weaknesses in their production capacity and
the constraints on market access for their goods and services. He regretted the
decline in LDCs’ share of ODA and the nodest contribution of FD to their
devel opnent, and urged the relevant international organizations, and UNCTAD in
particular, to intensify their technical cooperation efforts in favour of LDCs.
He suggested that the preparatory process for the Third United Nations Conference
on the Least Developed Countries should involve the convening of an
i ntergovernnental commttee, as well as one or two expert group neetings.

211. The representative of Norway noted that the continued inproved economic
performance of LDCs had been maintained in 1997, but expressed concern that LDCs
still had only a very small share of the world' s production and trade. The
effects of the global financial crisis, such as falling commobdity prices and | ow
i nvestnment rates, conbined with high indebtedness and a decrease in ODA
presented a darker picture. Sound mnacroeconom ¢ policies, good governance
political stability, respect for human rights and transparency were indi spensabl e
in the pursuit of sustainable devel opnment and growt h.

212. LDCs relied more heavily than the rest of the developing world on
devel opnent assistance. The Norwegi an Governnent was therefore working on a plan
to increase devel opnent assistance. Speci al enphasis would be placed on
i ncreased cooperation with devel opi ng countries on poverty alleviation, inproved
del i very of social services, debt reduction and stinulating the private sector
Norway had al so | aunched a conprehensi ve national debt relief strategy to reduce
the debt burden of 22 of the poorest and nobst heavily indebted countries.

213. Gven that a central feature of the present globalization process was the
growi ng prom nence of the private sector, LDCs and donor agencies should
cooperate with the private sector to create a climate that attracted private
i nvest ment . The Norwegi an Governnent was currently finalizing a strategy to
stimul ate the private sector in developing countries, with a view to achieving
greater coherence between the action of multilateral institutions such as the
United Nations and WO and its bilateral efforts in devel opnment cooperation.
Wthin WO, Norway would continue to give high priority to the concerns of the
poorest countries, and had already taken specific nmeasures to stinmulate inports
from LDCs. Wth the exception of grain, flour and foodstuffs, all goods from
LDCs could enter the Norwegi an market without tariffs and quot as.

214. The representative of the Sudan commended the secretariat for its excellent
and useful analysis and policy recomendations in the 1998 Report, and noted with
regret that the external debt of LDCs continued to inpede their efforts to
mobi Il i ze nore resources, thus negatively affecting their capacity to achieve
growth, and that ODA flows to LDCs had continued to decline. The severe shortage
of external finance in LDCs, as a result of declining ODA and negligible FD
flows, had to be seen against the background of a very bl eak debt picture. There
was an urgent need to address the problem of the debt overhang in a nore decisive
manner .

215. As the participation of LDCs in WIO and the nultilateral trading system
remai ned very linmted and | argely passive, concrete neasures should be taken by
the international community, especially the major trading and econom c powers,
to reverse the marginalization of LDCs and to facilitate their participation in
the gl obal econony. Every possible assistance should be provided to speed up the
accession to WO of LDCs currently seeking menbership of that organization. He



expressed appreciation for the technical assistance that UNCTAD had provided to
the Sudan in the past tw years, including through its Integrated Country
Programme, which had been started earlier in 1998. He al so wel comed the European
Union's initiative to host the Third United Nations Conference on the Least
Devel oped Countries, which was evidence of a genuine nutual partnership in
devel opnent.

216. The representative of Egypt said that, despite their inproved econonic
performance, LDCs still faced chall enges which mght underm ne the progress
achi eved. Their economes continued to be affected by exogenous shocks,
particularly changes in international policies, instability in the prices of
their exports (especially comodities), natural disasters and civil strife. LDCs’
i nproved econonmic performance had not been enough to reverse the continued
decline in their share of international production and trade. The insignificant
flows of FDI to LDCs and their |ow donestic saving rates also limted their
ability to sustain their recent econom c performance. The situation was further
aggravated by the external debt of LDCs and the decline in ODA flows. The focus
of the 1998 Report on the nultilateral trading system and how it affected
opportunities and constraints for LDCs attenpting to enhance their participation
in the world econonmy was a good choice fromthe point of view of both substance
and timng. A truly nultilateral trading systemrequired the participation of
all parties on an equal footing and should take into consideration the specia
requirenents of parties with linmted capabilities. It was vital that the
international community should step up its efforts to provide assistance to LDCs
in the areas of capacity-building, infrastructure and human resource devel opment,
to enabl e those countries to participate effectively in the international econony
and in establishing the rules of the nultilateral trading system Finally, he
said that Egypt had offered, during the Hi gh-level Meeting, further market access
and trade opportunities to LDCs, and had sent the necessary notification to WIQ
UNCTAD and the International Trade Centre UNCTAD/ WO (ITC).

217. The representative of Yemen said that all LDCs were facing w de-ranging
probl ens arising froma combination of different donestic and external factors
such as econonmi c inbal ances, unsatisfactory performance of production sectors,
declines in their share of world trade and a decrease in the flowof FDI. 1In the
case of Yenen, such factors had led to a reduced ability to finance devel opnent
projects, slow economic growth, inflation and depreciation of the national
currency. To renedy econonic imnbalances, the Governnent had adopted a
devel oprent pl anning strategy covering the period 1996-2000. That strategy was
based on market nechanisnms, the pronotion of investnment, the privatization of
infrastructure projects, the liberalization of domestic and external trade,
restoring the nmacroeconon ¢ bal ance and conbating inflation. The Government of
Yemen was undertaking a package of neasures designed to attract FDI, which was
its nmost inportant devel opnent resource. The neasures included the establishnment
of an investnment authority, legislation on investnment and the establishnment of
a free trade zone. It was inportant that UNCTAD, which was the focal point at
the global |evel for the nmonitoring, follow up and review of the inplenentation
of the Programme of Action, should be provided with the requisite capacity and
resources to nonitor the conclusions and recommendati ons relating to LDCs adopted
at the major global conferences, and deal wth LDCrelated issues in a
conprehensive and effective manner

218. The representative of Poland said that his Government was naking efforts
to reduce tariffs on inports from devel oping countries in general and LDCs in
particular. As a result of that policy, inports fromLDCs were expected to reach
US$ 150 million in 1998. The Government had al so taken steps to increase FD
flows to LDCs in the sectors of mning, construction and engi neering. There was
a need to address the issue of the debt burden of LDCs through debt-
restructuring; his Governnment intended to contribute in an effective way to the
HPCinitiative. 1t also intended to provide a nodest anount of ODA to LDCs in
view of Poland’s new status as an menber of the Organisation for Econom c Co-



operation and Devel opment (OECD). Techni cal cooperation anmong devel oping
countries was an effective instrunent for sharing experience not only anong
devel oping countries but also anong devel oping countries and the countries of
Eastern and Central Europe.

219. The representative of Switzerland said that the 1998 Report provided an
honest and frank analysis of LDC i ssues. The Report was right to enphasize the
fragility of the LDCs’ econom c recovery, given the man-nmade disasters that had
affected them over the previous 25 years. He stressed the inportance of avoiding
the possible negative social effects of trade liberalization and gl obalization

and the inportance of taking into consideration the possible negative side-
effects of macroeconomc and structural adjustnent neasures on the nost
vul nerabl e popul ations in LDCs.

220. He took issue with the Report on several points. First, there was no
evidence that pressure was being put on developing countries to assune
obligations beyond their commtments in WO or not to make full use of
transitional periods or derogations. Second, opening up market access was a two-
way process; developed countries had their part to play - for exanple,

Switzerland offered quota-free, tariff-free access for all textiles fromall LDCs
- but LDCs would al so gain access to technol ogy and know how by opening up their
own markets. Third, he could not accept that the Understanding on Rules and
Procedures Governing the Settlement of Disputes created a serious inbalance in
the exercise of rights and obligations. Fourth, it should be enphasized that
conpetition was a crucial elenent of an enabling econom c environnent and, fifth,
it should not be forgotten that accession to WIO required a commtment to WO
rules and disciplines. Finally, the Report did not reflect the outcome of the
Hi gh-level Meeting or the efforts undertaken by UNCTAD, WIO, I TC and bil atera

agencies to inprove LDCs’ participation in the nultilateral trading system

221. He urged LDCs to participate more actively in the nmultilateral trading
system In order to help themto obtain better information about the advantages
of the multilateral trading system the Swi ss CGovernnment had founded the Ceneva-
based Agency for International Trade Infornmation and Cooperation

222. The representative of China commended the UNCTAD secretariat for the 1998
Report. The inproved economnmic situation of LDCs was being offset by adverse
changes in the external econom c environnment, falling commodity prices, declining
CDA and the debt burden, and the Asian financial crisis had put renewed pressure
on LDCs. He called on the international comunity to take urgent measures to
address all those issues. Renewed efforts were required to achieve the
obj ectives laid down in the Programme of Action. LDCs |acked the capability and
resources to participate effectively in the nmultilateral trading system and were
faced with a nunber of challenges associated with nmenbership of WO He
expressed concern that the forthcom ng negotiations on trade in services and
trade and the environnment mght put LDCs at a disadvantage. Mor eover, as a
result of their low |level of participation in the international trading system
LDCs had not been able to benefit fromthe opportunities created in the field of
trade and services as a result of the Uruguay Round agreenents. LDCs needed hel p
in acceding to WIQ if they were not already nenbers, and in integrating
thenselves into the nmultilateral trading system Assistance could be provided
in the formof finance, technol ogy transfer and human resource devel oprent.

223. He thanked the European Union for its offer to host the Third United
Nat i ons Conference on the Least Devel oped Countries in 2001. For its part, the
Chi nese Governnent provided bilateral and nultilateral assistance to LDCs and had
contributed US$ 100,000 to the Trust Fund for Least Devel oped Countries.

224. The representative of the European Community said that the analysis in the
second part of the 1998 Report, on trade, investment and the nultilateral trading
system was useful. The European Community, |ike UNCTAD, favoured a new round



of multilateral trade negotiations. She regretted that the Report sonetinmes did
not make a clear distinction between LDCs and ot her devel opi hg countries, thereby
failing to give a full justification for the notion of special and differentia
treatnent for LDCs. A clearer distinction could also have been nade between the
wor k of UNCTAD and that of WIO. The objective of the European Community remai ned
to facilitate a broader participation of devel oping countries in the nultilatera
tradi ng system

225. The representative of the United Republic of Tanzania welconmed the
appoi ntrent of the Special Coordinator for the Least Devel oped, Landl ocked and
I sl and Devel opi ng Countries and the offer by the European Union to host the Third
Uni ted Nations Conference on the Least Devel oped Countries. The Conference would
be an opportunity for the international community to enhance its commtment to
assist LDCs in profitably integrating into the global trading system The
publication of the 1998 Report, which discussed thenes of critical inportance to
LDCs, was timely, since LDCs were preparing for the third WO Mnisterial
Conference, and it provided a wuseful guide for forthcomng nmnultilatera
negoti ations. The Report was el oquent in highlighting the phenonenon of aid
diversion fromLDCs as a result of the Asian financial crisis; that issue had not
received the attention it deserved. It was to be hoped that the internationa
community and UNCTAD would undertake concrete neasures to follow up the
recomendati ons in the Report.

226. The representative of Uganda commended the secretariat of UNCTAD for its
conpr ehensi ve and t hought-provoki ng 1998 Report. Significant devel opnents had
taken place in LDCs, but the overall inprovement in their econom c performance
was not strong enough to arrest the decline of their share in the world econony
and international trade. Many African LDCs faced real dangers as a result of
damage caused by El Nifio. Eastern Africa had been one of the regions nost
affected by floods caused by heavy rainfall which had damaged agriculture and
transport infrastructure. He emphasized the increasingly inportant role of ODA
when FDI flows bypassed LDCs. It was regrettable that aggregate ODA flows to
LDCs had dropped sharply. He commended the devel oped countries which had
achi eved the ODA targets proposed by the United Nations. He welconed the H PC
initiative, from which Uganda was benefiting, although it should be nade nore
flexible to enable nore countries to benefit fromit. He welconed the enphasis
in the Report on pronoting gromh and the free exchange of goods and services,
and believed that the nultilateral trading system should be further devel oped
t hrough strengthened partnership. He also welconed UNCTAD s technica

cooperation activities in LDCs, as well as the European Union’s offer to host the
Third United Nations Conference on the Least Devel oped Countries.

227. The representative of South Africa said that there had been a continuing
decline in the net flow of resources to LDCs and that the LDCs as a group had not
benefited fromthe overall increase in FDI to devel oping countries. The present
financial «crisis, which afflicted nost economes, mght entail a further
reduction in CDA to LDCs, which was already at unacceptably low levels. Private
i nvest ment could not replace ODA, and the decline in resource transfers to LDCs
woul d greatly constrain the devel opnment prospects of their econom es. He
wel conmed the willingness of the developed countries and sonme international
institutions to adopt a broader and nore holistic approach to the question of the
devel opnent of LDCs. South Africa was actively involved in ensuring that
resources flowed to LDCs in its region, through the introduction of its "spatia
devel oprment programes”. However, the debt burden continued to hanper the
devel oprent efforts of many LDCs. He supported the call for the appointnment of
an independent group of experts to look into the sustainability of the debt of
LDCs. The HIPC initiative should be refined to enable nore LDCs to qualify.

228. The long-termviability of the multilateral trading system depended on both
the strong and the weak having an effective voice in the nmanagenent and design
of the system UNCTAD should provide LDCs with the analysis and technica



assi stance that would enable them to derive the nmaxi num benefits from trade

i beralization. LDCs faced unacceptable barriers and restrictions for their
exports; they should be granted duty-free nmarket access, as called for by the
Non- Al i gned Movement. In preparation for the third WIO M ni sterial Conference

in 1999, consideration should be given to a programme of action in favour of

smal | economies to facilitate their integration into the world trading system

and the ability of LDCs to join WO should be strengthened, while |eaving them
room to manoeuvre in their devel opment efforts. It was inperative that LDCs
should not be further marginalized, for the sake of stability, security,

denocracy and peace.

229. The representative of Japan said that the 1998 Report contained sone
t hought - provoki ng suggestions, based on the prenise that devel oped econonies
shoul d inprove their market access conditions so that LDCs could benefit nore
fromthe Uruguay Round agreenents, and so as to avoid a further marginalization
of LDCs’ econom es. Japan was conmitted to continuing to inprove market access
conditions for products exported by LDCs on as broad and |iberal a basis as
possi bl e. However, the Report focused too much on LDCs' problens of market
access in relation to the devel oped countries' markets, illustrating themin a
Nort h- South context. Yet, according to a survey of LDCs' major export markets
carried out by the WO secretariat, the tariff rates for LDCs' products in
devel opi ng countries were on average eight times higher than those in devel oped
countries. G ven the increasing inmportance of South-South trade, the market
access problens of developing countries needed to be |ooked at in a wder
perspective. Mreover, the Report argued that various new preferential measures
shoul d be allowed for LDCs, such as domestic content requirement provisions under
the Agreenent on Trade-Rel ated Investnment Measures, or full flexibility in the
choice of measures for inport controls in the bal ance-of-paynents provisions.
Such neasures would have trade-distorting effects, and would weaken LDCs’

conpetitiveness and result in their further marginalization. Al t hough
preferential treatnent renai ned essential for inproving the trading opportunities
of LDCs, it should be viewed as transitional in nature. 1In the long term LDCs’

best interests were nore likely to be served by guaranteed, non-discrimnatory
and open access to their trading partners. A nunber of issues in the Report were
not actually related to the inplenentation of the Uruguay Round agreenents, but
related to new rule-making with regard to special and differential provisions for
LDCs. H s Government was willing to discuss those new issues in a positive
manner in the forthcom ng round of negotiations.

230. The representative of the United States of America said that all industria
nations were directly affected by the persistent poverty in LDCs. The United
States' strategy for assistance to LDCs was premi sed on the idea that healthy
mar ket economi es of fered the best prospects for growmh. The United States Agency
for International Devel opnent and the United States Trade Representative had
responsibility for policies regarding the devel opnent of |ocal markets and
exports. He welcomed the progress made under the HHPC initiative to reduce the
debt burdens of HI PCs, as well as the decision to extend the initial two-year
qualifying period to allow nore countries to neet the initiative's entry
requi renents. The international financial institutions should devel op nmechani sns
to provide interimrelief to help ease LDCs' cash fl ow probl ens.

231. The United States had a good record in providing liberal market access.
Average duties were below 4 per cent, and even |lower for goods covered by various
tariff preference schemes. Textile quotas were being phased out in accordance
with commitments under the Agreement on Textiles and Clothing. The real problem
for LDCs was not nmnarket access, but their inability to exploit the existing
access opportunities profitably. The liberalization of their own market access
could play an inportant role in enhancing LDCs' export conpetitiveness, since a
cl osed donestic market for services could operate as a serious drag on the
devel opnent of conpetitive exports. He noted, for exanple, that sub-Saharan
African countries had the highest tariff rates in the world. LDCs had a



substantial interest in nmultilateral efforts to liberalize trade in agriculture
and services, and should not introduce trade barriers to el ectronic comerce.

232. He emphasized the United States' conmitnent to helping LDCs to take
advantage of trading opportunities, and regretted that market access provided
under the United States GSP schenes was domi nated by a handful of countries.
Those countries should ensure that there were econonmic spill-over effects for
their | ess conpetitive LDC nei ghbours via their own market access liberalization

The United States had added 1,743 tariff lines to its GSP schenme solely for LDCs
in 1997, but no LDC beneficiary had sought to participate in public consultations
on the products to be included in the initiative. He therefore urged the LDCs
to champion their own interests nore actively. UNCTAD had an inportant role to
play in strengthening the capacity of LDCs to participate in the nultilatera

trading system it should better integrate analysis and technical assistance
t hroughout its progranmes and increase its efforts relating to the followup to
t he High-level Meeting.

233. The representative of the Republic of Korea noted that, in 1997, LDCs had
sustained their recent economc recovery despite adverse weather conditions,
declines in conmodity prices, continued stagnation of aid flows and external debt
probl ens. However, the decline in the relative share of LDCs in world production
and trade was a cause for concern. As the financial crisis in Asia was already
havi ng negative repercussions on LDCs' exports as well as on FDI flows to LDCs,
the latter would continue to face difficulties in tackling devel opment chal | enges
unl ess they received solid support fromthe international comunity.

234. A nunber of donor countries and institutions had naintained their aid
programes for LDCs, while others had increased their aid allocations to those
countries as conpared with 1995. Hi s Governnment had steadily increased its ODA
since 1987; in 1997, it had increased ODA by approximtely 17 per cent as
compared with 1996, to US$ 185 million, although the economc crisis had forced
it to reduce part of the budget available for ODA As a country which had
achi eved econom ¢ devel opnment with the support of the international community
over a period of several decades, the Republic of Korea would seek to increase
its ODA, including the portion of ODA directed towards LDCs, when its econony was
back on track.

235. The international comunity should make concerted efforts to prevent LDCs
frombeing further marginalized in the world econony and the nultilateral trading
system UNCTAD s continued endeavour in that field was of prinordial inportance
for bringing LDCs into the mainstreamof the world econony. Finally, he wel comed
t he European Union's offer to host the Third United Nations Conference for the
Least Devel oped Countries in 2001

236. The representative of Cuba comended the secretariat for the 1998 Report
and expressed his disappointnent that the international comrunity had not been
able to mtigate the increasing poverty in LDCs and that ODA to LDCs was
declining. |In that context, the problens faced by structurally weak econom es
whi ch were in danger of joining the group of LDCs in the near future had to be
taken into consideration.

237. The debt situation in LDCs was critical and continued to restrict their
econom ¢ devel oprent; the various debt-relief initiatives needed to be eval uated.
The creation of an econom c infrastructure and the devel opment of human resources
in LDCs were critical to the devel opnent efforts of LDCs, and needed the support
of the international conmunity.

238. He was in favour of the rapid accession to WO of those LDCs seeking
membership of that organization; the technical assistance of UNCTAD could
facilitate that process. To pronote the econom c devel opnent of LDCs, Cuba
advocated that LDCs' debt should be witten off; those countries which were



benefiting fromthe wealth of resources in poor countries should take steps to
elimnate the debt burden of LDCs.

Informal meetings

239. The Sessional Committee pursued its consideration of agenda item 5 in
i nformal neetings.

Closing statements

240. The Chairman said the Committee had shown an inpressive unity of purpose
in carrying out the two tasks allocated to it under agenda item 5. LDCs had
expressed their determ nation to continue inplenmenting their w de-ranging reform
efforts, and their developnment partners had reaffirmed their comritnent to
supporting LDCs in those efforts. The offer by the European Union to host the
Third United Nations Conference on the Least Developed Countries had been
wel comed by all, and there was agreement that the preparatory process for the
Conference needed to be very thorough and shoul d conpl enent the preparations for
UNCTAD X.

241. The representative of Uganda said that, with regard to paragraph 10 of
deci sion 453 (XLV), the consideration of all other options should also include
the option of financing the participation of LDC government representatives from
regul ar budget resources.

Action by the Board

242. Acting on the recommendati on of the Sessional Conmittee, the Board, at its
900!" plenary neeting, on 23 October 1998, adopted agreed conclusi ons 452 (XLV)
and decision 453 (XLV). (For the texts of the agreed conclusions and deci sion
see TD/ B/ 45/ 13(Vol . 1), section D).



Chapter 1V

UNCTAD”S CONTRIBUTION TO THE IMPLEMENTATION OF THE UNITED NATIONS
NEW AGENDA FOR THE DEVELOPMENT OF AFRICA IN THE 1990s:
PROSPECTS FOR AGRICULTURE, TRADE AND INDUSTRIALIZATION

(Agenda item 6)

243. For its consideration of agenda item 6, the Board had before it the
fol |l owi ng docunent ati on:

Trade and Development Report, 1998 (Part Two) (UNCTAD/ TDR/ 1998 and Overvi ew)

Consideration in Sessional Committee 11

244. The Secretary-General of UNCTAD conveyed his appreciation to the Governnent
of Mauritius for the support it had given to the UNCTAD I nternational Conference
on African Devel opnent in a Conparative Perspective, held in Mauritius on 24 and
25 Septenmber 1998. He al so thanked the Japanese Governnment for its generous
funding of the research project that had led to the Conference, and drew
attention to the fact that Africa s devel opnent was currently al so on the agenda
of the United Nations Ceneral Assenbly.

245, (One issue that deserved particular attention was the African debt problem
UNCTAD s research had made it clear that the debt burden was the single nost
i mportant obstacle to growth and devel opnment in Africa. This problem had taken
on additional inmportance in the recent past. As a result of the Asian crisis,
emer gi ng econom es received practically no private financial flows at present.
Since official devel opnment assistance was stagnant and savings rates were | ow,
debt relief had cone to be the only source of funding for badly needed additiona
i nvest ment . The Heavily Indebted Poor Countries (HIPC) Initiative was an
i nportant step forward, but because of the Asian crisis the conditions in the
wor | d econony had changed since it had been | aunched, and debt sustainability had
to be reassessed in the light of these new conditions, as suggested in the Trade
and Development Report, 1998. A solution to the debt crisis in Africa was not
a problem of technical feasibility but one of political wll.

246. The UNCTAD Coordinator for Africa sunmari zed the main research findings and
policy proposals contained in Part Two of the Trade and Development Report, 1998.
He said that the current econom c outl ook for Africa was not encouraging, as the
region was suffering from the effects of the international financial crisis,
reduced export demand and falling commodity prices. Mor eover, there was a
renewed escal ation of civil strife and armed conflict in the Horn and Centra
Africa.

247. Africa needed nuch higher levels of savings and investnent. Wthout debt
relief, it was unable to invest nmore in human and physical infrastructure or to
renew its capital stock. Against this background, the eligibility of countries
and the adequacy and speed of debt relief under the HIPC Initiative were
insufficient. An independent panel of experts appointed jointly by creditors and
debtors shoul d be established to undertake an assessnent of debt sustainability
in African countries, wth a comitnment by creditors to inplenent the
recommendations arising fromthat assessnent.

248. The link between structural adjustment progranmes and econom ¢ performance
had been very weak. For market-based agricultural developnent in Africa to
succeed, the profitability of investnent had to be increased, the business
environment had to be stabilized, and technical and financial constraints on



i nvestnent had to be renopved. Mor eover, public investment progranmes were an
essential conplenent to private investnment in agriculture and other sectors.

249. Wiile Africa' s imedi ate export potential was in the primry sector, there
were considerable unexploited advantages in manufacturing in a nunber of
countries. Diversification was necessary in order to stabilize export earnings,
but a dynam c investnent-export nexus had also to be established. For ei gn
direct investnent could help in the early stages of diversification, but it could
not replace donmestic investnment and public sector support.

250. Al t hough the WO rul es had reduced policy options, selective strategies
could still be adopted in Africa. The Agreement on Subsidies and Countervailing
Measures, in particular, contained provisions for differential and nore
favourable treatnent for poorer countries. Al so, there renmi ned considerable
potential for expansion of intraregional trade, but the problenms of high
transport costs, political barriers to trade, political instability and factors
i nfluencing the general business environment had to be addressed. Wth regard
to African exporters' access to markets in the industrialized countries, there
were still major obstacles in textiles, clothing, footwear, processed food and
certain agricultural products.

251. Institution-building, the creation of a committed entrepreneurial class
and the reform of public institutions were inportant challenges for African
countries, which could be nmet only through full ownership of policies and
reforns, and a broad-based national consensus.

252. The representative of Algeria said that Africa's situation with regard to

absolute poverty, fam ne and sickness continued to be al arm ng. Its externa
i ndebt edness constituted one of the nost critical elenments in North-South
relations. Reschedul i ng and conversion of debt, as well as partial, though

i nconsi derabl e, debt forgiveness for the poorest countries, had reduced both the
i npact of the debt problem on the international financial system and the debt
service ratio at the global |evel, but the stock of external debt continued to
gr ow. Countries such as those in Latin Anmerica, whose external debt had been
reduced through conplex nmeasures which would be difficult to apply in other
regi ons, had re-established their access to international finance. By contrast,
the external debt situation of African countries continued to have disastrous
ef fects because their economies had been virtually decapitalized owing to the
accunul ated effects of debt servicing, reduced official devel opnment assistance
and erodi ng export earnings. Mst of these countries were not in a position to
rei mburse their debt. Substantial debt relief was therefore of <crucia
i nportance for them Experts in the non-aligned countries had estimated the
requi red debt stock reduction at 70 per cent.

253. The fact that the nultilateral debt of African countries was grow ng and
that the debt crisis had been perpetuated underlined the need for political
measures at the global |evel which were geared to growth and devel opnent in a
nmore stable and secure international environnment. A debt strategy for Africa
required two elenments. First, those countries for which debt rescheduling was
no | onger feasible needed a significant debt stock reduction to revive economnic
grom h. Second, the debt service of a number of other African countries had to
be adjusted to the requirements of econom c and structural reforns in order to
ensure at |east a mnimum of grow h.

254. The availability of sufficient developnent finance also depended on
African countries' stable, sustainable and guaranteed access, at renunerative
prices, to the devel oped country markets. Despite the Uruguay Round Agreenents,
protectionist and discrimnatory policies were being maintained and African
countries had not been offered any serious guarantee regarding access to
devel oped country markets. The possible introduction of new forms of
conditionality and new trade restrictions linked to environmental, social and
human rights issues would tend to change international conpetitiveness to the



detrinment of African countries. For trade to become a factor fostering
devel opment, Africa had to ensure that the WO brought into being a nore open and
transparent international trading system

255. The representative of Mauritius, reporting on UNCTAD s Internationa

Conference on African Devel opnent in a Conparative Perspective, held in Mauritius
on 24 and 25 Septenber 1998, said that a wide range of issues ranging from
agricultural devel opment to the debt problem had been covered and the debate had
been vigorous. There had been a consensus that the Trade and Development Report,
1998 could provide strategic guidance to African countries in formulating
poli ci es.

256. A rethinking of policy required a new synthesis rooted in pragmatism While
the leading role of the private sector in African economc growh was universally
recogni zed, this did not nmean that governnent did not have an inportant role to
play in guiding the devel opnent process in the national interest. This was
particularly necessary in view of the shallowness of markets in Africa. The
critical issue was to determ ne the appropriate mx of public action and private
initiative.

257. An inportant feature of the African econonic |andscape was variation in the
ci rcunstances of countries. It was nevertheless possible to identify sone
general policy recommendations at both the national and the international |evel.
The Conference had expressed broad support for seven recomendati ons.

258. First, there was a need for a new approach to the debt problem in Africa.
An i ndependent assessnent of debt sustainability had to be nade, wth a
conm tnent by creditors to an i medi ate wite-off of any debt which was found to
be unpayabl e.

259. Second, there was a need for much greater understanding by African
countries of the rights and obligations under WO Agreenents and of the issues
at stake in future negotiations. 1In this regard, technical assistance by UNCTAD
and other nmultilateral agencies should be expanded.

260. Third, wvirtuous interaction and greater economc integration anong
countries in the region, through trade, finance and investnent, were benefici al
It was inportant that CGovernments, supported by international agencies, work for
greater cooperation to facilitate such integration and to harnoni ze policies.

261. Fourth, there was a need to nourish and devel op, through appropriate public
policies, a dynam c indigenous entrepreneurial class and to pronote donestic
savi ngs and i nvestnent.

262. Fifth, agriculture was of key inportance in developnment. There was a need
to generate private incentives as well as economc stability. Mar ket forces
needed to be supplenented by governnent action to overconme the institutiona
hi atus and infrastructural inpedinments hindering agricultural devel opnent.
African Governnents were facing difficulties in promting certain types of
agricultural production because of protectionist practices in nmgjor industria
countries.

263. Sixth, greater integration into the world trading systemwas the ultimte
obj ective. To achieve this, there was a need for a gradual and differentiated
approach to trade |iberalization, designed to pronmote exports and i nvestnment, and
tailored to donestic capabilities.

264. Seventh, there was a need to protect countries against international
financial instability through appropriate neasures to deter excessive short-term
specul ati ve flows and encourage | ong-term productive investnment. The managemnent
of the exchange rate was a central element in a strategy of growth through export
pronmotion, and | arge exchange rate fluctuations were to be avoi ded.



265. The representative of the Organization of African Unity (QAU) said that
both the Trade and Development Report and the Least Developed Countries Report
underscored the fragility of the recent recovery in Africa. Uncertainties
resulted from factors such as floods and drought, declining aid flows and
weakening commodity prices. The Asian crisis was likely to exert additiona

pressure on the latter, thereby squeezing the earnings of African exporters.

266. Economic reform in Africa had led to a nore stable nacroecononc
envi ronment, but structural constraints and institutional limtations continued
to be obstacles to sustained economc growth, increased foreign investnent and
t he devel oprment of the domestic private sector. |In this context, the limtations
of the "Washi ngton consensus” and its prescriptions on structural adjustnent had
become evident. It was disappointing that hardly any attention had been paid in
either report to the position that the OAU had taken with regard to the
limtations of structural adjustnent programres.

267. African countries continued to suffer frominadequate financial resources

to support policy reform Domestically, Governnents had to adjust their
expenditure to meet the requirenments of stabilization programres, and externally
there had been a sharp fall in aggregate official devel opnent assistance fl ows,

while private flows were not forthcom ng. The external debt overhang continued
to hanper growth and investnment. The QAU wel coned the proposal in the Trade and
Development Report for the creation of a group of independent experts to exam ne
Africa's debt sustainability, as well as the proposal in the Least Developed
Countries Report for greater involvenment of LDCs in WIO. However, mnore enphasis
shoul d be given to issues related to negotiations for a post-Lom |V Convention
and its conpatibility with WIO rules. UNCTAD should form partnerships wth other
nmultilateral organizations in order to influence the inplenentation of policy and
programes in Africa.

268. The spokesperson for the Group of 77 and China (Costa Rica) said that the
econom ¢ situation in Africa remained critical, |argely because of unfavourable
external econom c conditions. Part Two of the Trade and Development Report, 1998
touched upon several inportant issues related to growmh and devel opnment in that
region. Enabling Africa to return to a path of sustainable growh was a matter
of concern to the international community as a whole. All countries had to have
access to the fruits of developnent and be fully integrated into the
i nternational trading and econom c system A vibrant and economnically buoyant
Africa would be a source of increased trade and represented a major potential for
the world econony as a whole. The Report underlined correctly that the initia

conditions in the Asian countries sone decades ago had not been so different from
those in Africa today.

269. The international community should provide support to Africa in order to
consolidate the recent growth performance in the region, mainly by providing
Africa with the financial basis required for a resunption of investnent. In
this context, the proposals for an independent analysis of the sustainability of
African debt were nost wel come, as one of the preconditions for higher |evels of
i nvestment in Africa was the renmpoval of the debt overhang.

270. Much coul d be gained fromregional and subregi onal cooperation and trade
in Africa, and there were also many untapped possibilities for interregiona
trade. In order to take full advantage of these possibilities, there was a need
for institution- and capacity-building in African countries, which required the
full support of the international community. O ficial devel opnent assistance
remai ned an inportant source of financing in this context.

271. Access to the markets of industrialized countries for products of export
interest to Africa continued to be a problem African countries should make ful
use of the policy options available to themw thin the context of the WO rul es.
This could help them achi eve conpetitiveness at the international |evel.



272. The international comunity should increase support for Africa s own
efforts at economic transformation and devel opnment through a conbination of
measures, including duty-free and guaranteed market access for goods of export
interest to Africa, the pronotion of foreign direct investnent, debt reduction
aid restructuring and increased official devel opnment assistance.

273. The spokesperson for the Latin American and Caribbean Group (Brazil) said
that Africa s economc performance caused the Latin American and Caribbean
countries great concern. Only a few African countries had been able to sustain
growth rates of about 6 per cent as set by the United Nations New Agenda for the
Devel opment of Africa in the 1990s. In 1997 the region's per capita incone
growm h had been insufficient to nmaintain econom c and social devel opment.

274. Financial flows to Africa were only 3 per cent of the world total and | ower
than in the early 1980s. While a recovery in investnment was the key to avoiding
mar gi nal i zati on, many countries in the region were still plagued by high
i ndebt edness and | ow i nvest nent. Most of the heavily indebted poor countries
were in Africa, and the present reality was that increasing debt, conbined with
econom ¢ stagnation, proved that 10 years of structural adjustnents were not
sufficient to pave the way to sustainabl e econom c grow h.

275. The international financial crisis severely affected African conmodities
exports, and the devaluation of Asian currencies was causing a |oss of
conpetitiveness for African products. The inpact of these factors, combined with
unfavourabl e weather conditions and the heavy external debt, nullified the
efforts of African countries to accelerate growh and better integrate into the
wor | d econony.

276. The UNCTAD initiative in favour of Africa and its progress report presented
in document TD/ B/ EX(18)/2 were welcome, and it was desirable that UNCTAD shoul d
continue to recei ve adequate international support.

277. The spokesperson for the African Group (Mrocco) thanked the secretari at
for having devoted a major part of the Trade and Development Report, 1998 to
Africa, as well as for the quality of the report. He said that after a period
of solid econonmic performance in the m d-1990s, Africa's CGDP growh in 1997 had
been insufficient for sustainable |ong-term devel opment. African exporters of
commodi ti es had been severely affected by the continuous deterioration of their
terms of trade and by the continuing instability of commodity prices. Thi s
conmbined with adverse weather conditions and the debt burden, had prevented
macroeconom ¢ reform structural adjustment and liberalization efforts from
having the desired effects. The uncertainty related to the Asian crisis
represented an additional worry.

278. Africa's experience denonstrated that |I|iberalization alone was not a
sufficient condition for better econom c performance. The liberalization of the
agricultural sector had not brought about a mnarked inprovenent in export
revenues, because of structural and institutional constraints. The internationa
community could play an inportant role in danpening the adverse inmpact of
exogenous shocks on the African economy. Many African countries were heavily
indebted. The HHPC Initiative was a first and inportant step towards a sol ution
to the debt problem However, its inplenentation had been slow and, for certain
countries, it would mean only nodest debt relief. Substantial debt reduction,
and even debt cancellation in certain cases, was urgent and constituted a
precondition for attracting the foreign capital required to maintain economnc
recovery and ensure Africa’ s economc take-off. He supported the suggestion in
the Trade and Development Report that an i ndependent panel assessnent of Africa’s
debt sustainability be undertaken. Moreover, the declining trend of aid flows
needed to be reversed, because aid should be a predictable source of finance for
long-terminvestnment in sensitive areas such as agriculture and technol ogy.



279. African exports should be granted better access to the world markets,
particularly in respect of agriculture, textiles and clothing. Anal ysi s had
shown that a reduction in market access restrictions in devel oped countries would
hel p develop a textile and clothing industry in Africa which was inportant, given
the close |ink between manufactured exports and econom ¢ growt h.

280. It was crucial for Africa to be integrated into the international trading
system and thereby avoid further marginalization. The role of UNCTAD in hel ping
African countries to gain a fuller wunderstanding of WO Agreenments and in
preparing them for future negotiations should be strengthened further, through
both analytical work and technical assistance projects. He wel coned the
secretariat’s publication of a fact sheet on Africa, which provided usefu
nformation to the private sector and potential foreign investors.

281. The spokesperson for the Asian Group and China (Islam c Republic of Iran)
said that the grave situation in Africa was of great concern to the Asian G oup
and Chi na, which supported UNCTAD s contribution to the United Nati ons New Agenda
for the Devel opnent of Africa in the 1990s and the ideas and recomendati ons put
forward in Part Two of the Trade and Development Report, 1998.

282. There was a great potential for interregional trade and cooperation.
Asi an- African trade fl ows had increased considerably in the recent past, but nore
needed to be done by the international community to enable Asia and Africa to

fully exploit the potential. Africa was in need of financial and technica
assistance to be able to increase investnment in physical and human
infrastructure. Asian countries had already initiated partnerships with African
countries and intended to expand these further. However, Africa' s access to

devel oped countries’ markets remained restricted.

283. The universality of WIO was of great inmportance. African countries should
be supported in the process of their accession to the WO and in the
i mpl enmentation of WIO rules, particularly those of specific interest to them

284. UNCTAD s analysis of regional problens was interesting and should be
pursued further within the framework of a gl obal approach

285. The representative of Madagascar said that three decades after independence
Africa had still not reached the stage of econom c take-off, even though the
prospects were pronmising for some countries. Agriculture remained the principa

sector in Africa, especially in the | east devel oped countries, but productivity
growh in agriculture was constrained by the external debt problem the decrease
in official devel opnent assistance and natural disasters. These factors added
to the problens of market access. UNCTAD should continue to study ways of
i ncreasing resources for African devel opnent and cooperate closely with other
organi zations: wth the M and the Wrld Bank with a view to extending the H PC
Initiative to nmore highly indebted poor countries; and with the FAOwith a view
to ensuring nore aid for countries suffering from natural disasters. Wthout
adequate solutions to these problens, Africa would be unable to benefit from
gl obal i zat i on.

286. Efforts at both the national and the international |evel to solve the

obstacles to African devel opnent needed to be strengthened. The different
initiatives launched in the United Nations system and el sewhere in favour of
Africa were very inportant in this respect. However, the results of these

initiatives had been di sappoi nti ng because of insufficient funding, inflexible
conditionalities or too narrow a sphere of application. Resources for technica
assi stance by UNCTAD and other institutions were declining and inadequate for
their tasks. If this trend continued, one would be tenpted to ask whet her there
was sufficient political will on the part of the rich countries to strengthen
i nternati onal cooperation



287. Industrial devel opment in Africa was seriously del ayed despite the enornous
potential of the region, and in sone | east devel oped countries industrial growh
had even declined. Substantial efforts to increase the |evel of investment were
thus required in nost African countries.

288. The representative of Egypt said that the attainnent of growth in the order
of 6 per cent, as stipulated in the United Nati ons New Agenda for the Devel opnent
of Africa, was the only way to inprove the economc situation in Africa, but only
a limted nunber of countries had achieved this level of growth. The structura
adj ust nent programes which had been inplenented by many countries and which
built on a reduced role of the state and the liberalization of markets had not
produced the expected results.

289. The relative inprovenent of the performance of many African countries since
1995 had basically been due to climatic conditions. A deterioration of these
conditions, together with a decline in commdity prices as a result of the Asian
crisis, would seriously endanger this inprovenent.

290. Developnent in Africa required a new vision, a favourable international

environment and rational domestic policies. The external debt burden was the
nost i nportant obstacle for sustained African growh and devel opnent. The HI PC
Initiative, although a wel come step, was insufficient and did not provide a rea

solution. UNCTAD s proposal for the establishment of an independent mechani sm
to evaluate the debt service capacity of African countries was therefore a
wel conme initiative

291. To achieve greater export diversification and to increase intraregional
trade in Africa, current production patterns had to be changed. VWhile FDI could
play an inportant role in the diversification of production and the transfer of
technology, its current Ilevel was not comrensurate wth the investnent
opportunities that Africa offered. The perception of potential investors had to
be corrected by nmaking the advantages of FDI in Africa nore transparent,
particularly in the present situation where investment flows mght be further
reduced in connection with the international financial crisis.

292. The representative of South Africa said that despite Africa s recent
positive grow h performance a nunmber of fundamental structural problens had to
be addressed. Chief anpong these was external indebtedness. |In this context he
endorsed UNCTAD s reconmendation that an independent body of experts be
constituted to address the problem of debt sustainability. No lasting solution
could be found w thout an equitable agreement on how the unpayabl e portion of
debt should be witten off.

293. A nore conprehensive, integrated vision and a balanced approach to
devel opnent were needed, which would take into account the social inpact of
structural adjustnent programmes. Priority should be given to capacity-building
and to the social sector, as stated in the United Nations System w de Speci al
Initiative on Africa.

294. There was a need for a nore coordi nated approach and for greater policy
coherence in the approach of nultilateral organizations to African devel opment.
Due attention had to be paid to the enmergence of regional Dblocs. UNCTAD,

together with the African countries, should devel op strategi es addressing the
weak supply capacities and the decline of investment in Africa. The energence
of a strengthened rul es-based system had i ncreased UNCTAD s i nportance as a forum
t hat assisted devel oping countries in identifying their trade and devel opnent
priorities, and that provi ded appropriate devel opnent-oriented research, analysis
and technical assistance. Together with confidence-building intergovernmenta

di al ogue, these were preconditions for devel oping countries entering
contractual Iy bindi ng negoti ati ons.



295. Strengthened regional integration would contribute to accel erating econom c
devel oprment in Africa. Trade liberalization needed to be acconpanied by
accelerated industrialization and investnent in the region, underpinned by
infrastructural devel opnment and rehabilitation. A nunber of Spatial Devel opnent
Initiatives had been | aunched in southern Africa with a view to enhancing trade
and investnment. South Africa had offered nore rapid trade liberalization than
its South African Devel opment Community (SADC) partners, within the SADC trade
protocol for which fornal negotiations would start soon and which should lead to
a free trade area in southern Africa within five to ten years.

296. The representative of Mauritius said that devel oping countries needed to
be better integrated into the world econony in order to benefit fromthe process
of gl obali zati on. However, they also needed to be prepared to deal with the
ri sks of that process. The risk of marginalization of African countries was
becom ng nore serious owing to the negative effects of the internationa
financial crisis. These effects, conbined with difficult market access
conditions for African exports, threatened to bring the recent positive growh
experience to an end.

297. Despite the efforts of many African countries to establish conditions that
i nvestors considered to be prerequisites for FD inflows, such as the
i mpl enmentation of structural adjustnment programes and conmtnents under the
WIO s financial services agreenent, the volume of FD inflows into Africa
remai ned mar gi nal

298. The debt burden represented a system c danger for African countries,
especially in the light of deteriorating terms of trade and the bal ance-of -
payments difficulties resulting therefrom The H PC Initiative represented an
i mportant international effort to address the untenable debt burden of many
African countries. However, its results had fallen short of earlier
expectations. The establishnment of an independent panel of experts, which would
assess the sustainability of debt in African countries and make recomendati ons
acceptable to creditors, should be envi saged.

299. The representative of Kenya said that investnment was critically lacking in
Africa and that donestic investnent rates had to be increased. The deficiency
in investnment had led to difficulties in the provision of social and physica

infrastructure, which had in turn caused productivity to remain |ow It was
i mportant to recogni ze the conplenentarity between public and private investment.
Forei gn investnent should act as a supplenentary source of investnment. 1In this

way, a greater degree of stability and sustainability in the investment pattern
coul d be ensured.

300. Furthernore, there was a need to strengthen Africa s supply capacity.
Efforts had to focus on inproving agricultural supply capacity, which formed the
backbone of the African economy. In pursuing this goal it was inportant to take
into account specific local conditions. |In devel opnent projects and technica
cooperation activities, locally avail able human and physical resources should be
used to the maxi mum extent possible.

301. The representative of the United States of America said that the UNCTAD
secretariat had provided a very thoughtful and conprehensive analysis of the
chal | enges facing Africa. VWile there had been signs of econom c recovery
since 1994, it was not time for Africa to rest on its laurels. Africa s poverty
rates were still nuch too high, and human devel opnent indicators remined
unaccept abl e. Moreover, levels of investnment and productivity in both
agriculture and industry were unacceptably low It was very discouraging that
70 per cent of privately owned African wealth, apart fromland, was held outside
the African continent. Accordingly, the principal policy challenge in many
countries was to create a pro-investnent climate, underpinned by denocracy,




respect for human rights and good governance. Investnent in basic human
resources needed to be a top priority.

302. The international community had to do nore to broaden econonic
opportunities for all Africans. Through the "Partnership for Econom c Growmh and
Qoportunity in Africa” the United States was trying to help expand its trade and
i nvestnent ties with Africa, to support indigenous business devel opnent and to
strengthen transportation infrastructure.

303. In the area of debt relief, the United States had supported extingui shing
bil ateral concessional debt owed by qualifying Governments, and reprogramm ng
I ocal currency earnings fromcommdity assistance programres to encourage human
devel opnent and agricultural reform

304. The representative of Japan said that his country had continued in recent
years to provide ODA | oans of nore than $1 billion a year as well as substantia
aid for debt relief, and it had cooperated with Africa in the area of human
resources devel opnent in various forns.

305. Japan had sponsored the UNCTAD International Conference on African
Devel opment in a Conparative Perspective, which had been hosted by Mauritius in
Septenber 1998, following simlar conferences in 1996 and 1997. O particular
significance had been the First Tokyo International Conference on African
Devel opment (TICAD I), organized jointly by Japan, the United Nations and the
Gl obal Coalition for Africa in Cctober 1993. The concepts of ownership of
sub- Saharan African countries and partnership with the international community,
whi ch had been enphasi zed at the Conference, had been subsequently i ncorporated
into the Devel opnent Partnership Strategy adopted by the Devel opnent Assi stance
Commi ttee of CECD, and the G 7 countries had nmade a firm comitment to these
concepts at the Lyon Sunmmit in 1996 and to translating theminto concrete action
at the Denver and Birm ngham Summits in 1997 and 1998, respectively.

306. Japan, the United Nations and the G obal Coalition for Africa were also

co-organizers of TICAD Il, to be held in October 1998. That Conference would
address wi de-ranging issues in the areas of education, health, private sector
devel opment, agriculture, good governance and environnmental management. It would

formul ate an agenda for action for African countries and their devel opnent
partners.

307. The various difficulties faced by African countries in recent years had
been partly compounded by the Asian financial crisis. But given Africa's
ri chness in natural and human resources, its future was not bleak. The energing
new generation of able African |eaders was comrtted not only to the cause of
denocracy or national reconciliation but also to nation-building and to raising
the living standards of their countries' citizens.

308. The representative of Austria, speaking on behalf of the European Union
said that UNCTAD s exam nation of Africa's devel opnent problens came at a tine
when growi ng optimsm about the region's economc prospects coincided with
i ncreased pessim sm about gl obal econom c conditions. The key question was
therefore how to sustain the recent upswing in African economes in the face of
a deteriorating external environnent associated with the recent financia
turnoil. The Trade and Development Report, 1998 of fered sone hel pful suggestions
in the area of local capacity-building. In other areas, however, its proposals
were leading in the wong direction

309. The earlier poor performance in sub-Saharan Africa was to be expl ai ned by
both internal and external causes. Recent institutional and policy changes had
encouraged an environment for enterprise, strengthened the confidence of |oca
and foreign investors, and reinforced supply-side capacity and conpetitiveness.



The Report's enphasis on creating a "devel opnental state" for African econom es
was a useful framework for further inproving |local capacities. The policies of
this state should be sinple, predictable and transparent, and equity and the rule
of law should prevail

310. A particular enphasis of such policies should be on encouraging the
efficient and fair operation of markets. In certain respects, the Report' s
advocacy of a return to policies such as interest rate controls and discretionary
changes in the business environment were not appropriate and could deter African
countries fromfurthering their integration into the world econony.

311. Capacity-building should include the ability to supervise and regul ate the
financial sector, to discourage inmprudent |ending, to enforce credit discipline
and to build the confidence of savers in financial internediaries. However, the
Report's call for rigorous preconditions for capital account |iberalization m ght
di scourage investment flows to African countries.

312. The world financial crisis had had an adverse inpact on African econonies
t hrough declining comodity prices. This in turn had nmade it nore difficult to
attract investnent into commodity production, thus setting back growth prospects
in the mediumterm Technical assistance to weather the crisis was therefore
needed.

313. Substantial debt relief had al ready been granted to a nunber of countries.
The Naples ternms and the HPC Initiative had paved the way for a significant debt
wite-down and were consistent with the pursuit of sound policies. |nprovenents
to the HIPC Initiative would be best pursued with the collaboration of the
nultilateral and regional financial institutions to which nost outstanding
external debt was owed.

314. The representative of the European Community said that trade |iberalization
was an essential elenent in developnent and a nmeans of inproving the
conpetitiveness of African countries. However, trade should be liberalized
cautiously, with account being taken of distributional consequences and the aim
bei ng equitably shared growth and poverty reduction

315. Developing countries in general, and African countries in particular,
shoul d expand their participation in the multilateral trading system At the
same tinme, nultilateral trade negotiations should produce flexible forrmulas for
devel oping countries in order to ensure respect for developnental needs and
constraints.

316. The European Union had | ong supported initiatives for regi onal cooperation
and integration, particularly in Africa. Regi onal integration was not in
contradiction with progress in nultilateral trade negotiations. African
countries covered by the Lomé Convention enjoyed a high degree of narket access
in the European countries.

317. Both domestic and foreign investnent in Africa and neasures to pronote such
investment were highly inportant. This had been acknow edged by both sides in
the negotiations between the European Union and the African, Caribbean and
Paci fic group of countries. Pessimsmabout the potential for foreign investnent
flows into African countries was m spl aced.

318. The representative of Norway said that African Governnents had to take the

lead in establishing the preconditions for attracting private capital. These
i ncl uded peace and political stability, sound macroeconom c policies, respect for
human rights, good governance, openness and transparency. However, sound

policies at the national |evel were not by thenselves sufficient to foster
sust ai ned grow h and devel opment .



319. A greater integration of African economes into the world trading system
should be on the international agenda. Mar ket access was a crucial issue.
Despite sone promising trends, it was evident that nost African countries had so
far been unable to take sufficient advantage of the globalization process. One
of the main obstacles to econom c and social devel opment in Africa was the heavy
debt burden. International efforts to provide debt relief were therefore of
paramount inmportance. The HIPC Initiative was the nmost far-reaching schene for
debt cancel | ati on ever |aunched, but there was potential for its inprovement in
ternms of including nore countries, speeding up inplenentation of the mechani sm
and attaching higher priority to social issues.

320. Another critical issue was the need for African countries to foster a
dynam c private sector. Local authorities and donor agencies had to cooperate
with the private sector to create a favourable environment for attracting private

i nvest nent . I nnovative public-private partnerships were therefore greatly
needed.

321. In agriculture, it was vital to adapt pragmatic policy approaches to the
specific context of each country. Strengt hened regional and subregiona

cooperation to enhance trade would help to pronote growth and devel opnent
Devel oped and devel oping countries should make a nmutual commitment to allocate
20 per cent of ODA and 20 per cent of national budgets, respectively, to basic
soci al programes.

322. The representative of Cuba said that the unpayable external debt, the
i npact of decreasing ODA and |low prices for primary conmodities were crippling

the African and other devel opi ng econom es. The enornous needs in terns of
i nfrastructure, financial resources and human capital could be nmet only within
the framework of a strengthened role of the state in developnent. Institutiona

devel opnment and caution in narket |iberalization were inportant principles of the
devel opnment strategies to be adopted by African countries, while the
i nternational community should uphold the advantages accorded to the poorest
countries in the WIO Agreenents. UNCTAD coul d undertake a conplete eval uation
of the sustainability of African external debt, possibly in collaboration with
ot her organi zati ons.

323. Cuba itself had had severe econonic problens since the end of the cold war,
but it had a clear historical commtment to support developnent in Africa,
especially in health and education. |If the international community’s efforts and
prom ses failed to produce concrete results, a severe threat would result from
Africa’s msery, particularly for the devel oped countri es.

324. The representative of China said that while the recent econom c recovery
in Africa was a promising sign, it should not give rise to undue optimsm
regardi ng devel opnment in the region. Gowth in nost African countries remined
extrenely fragile, and although some countries had achi eved sati sfactory growth
rates in the order of 6 per cent in recent years, they would have to maintain
these rates for nmany years to come in order to regain |ost ground.

325. Much needed to be done to overcone internal difficulties and to consolidate
African growh. Savings and investnment rates were insufficient, the agricultura

sector | agged behind, and the |evels of exports and industrialization were |ow
conpared with those of other regions. Declining ODA, the external debt burden
and lack of access to FDI were all factors hindering a sustained recovery in
Africa. 1In order to overconme these problems, African countries had to continue
domestic economic refornms, but this process needed external support. The
i nternational conmmunity, particularly the mgjor donor countries, could help by
creating a favourabl e external environnent and providing effective financial and
techni cal assistance, especially to sub-Saharan Africa.

326. China, although a devel oping country itself, had constantly increased its
assi stance to Africa. |Its trade with the region was al so expandi ng, and there



remai ned consi derable potential for econom c cooperation between China and the
African countries.

327. The representative of Nigeria said that the challenge for African policy
mekers, highlighted in the Trade and Development Report, 1998, was to turn the
recent recovery into a stronger and sustained econom c take-off. Meeting this
challenge would require the full and active support of the internationa
conmuni ty. In Africa, overall economc growh depended critically on the
performance of agriculture. The experience of African econom es had shown that
i beralization of agriculture was not by itself a sufficient condition for
i mproved performance. Structural constraints and institutional weaknesses were
still pervasive problems and had contributed to the undercapitalization of
agriculture. Market access difficulties and declining comodity prices had added
to the problens facing African agricultural producers. Structural factors were
al so a cause of Africa' s weak trade performance. Constraints on expanding and
di versi fying productive capacity and ensuring better market access for increased
output were the greatest challenges to policy makers in this area. In the |ight
of these, a gradual approach to trade |liberalization was desirable.

328. The poor performance of Africa's agricultural and trade sectors had been
responsi bl e for the sl ow pace of industrialization on the continent. Mutters had
not been helped by Iow rates of capital accumul ation, inadequate flows of foreign
direct investnment and technol ogy, continual capital flight, scarcity of dynamc
i ndi genous entrepreneurs, and instability and distortions in nmacroeconomnic
pol i cies and strategies.

329. The external debt burden of African countries constituted a najor obstacle
to devel opnent. Wth the decline in the flow of ODA and FDI to the continent,
the credible means of increasing resources for developnment was through
substantial debt relief, beyond the HPC Initiative and its predecessors.
Consequently, the international community, in consultation with creditors and
debtors, should establish an independent panel of experts to exam ne and nmake
proposal s on a new and conprehensive international debt managenment strategy with
a view to making Africa' s external debt sustainable.

330. In the light of these challenges, the reflections on policy options and
selective strategies in the Trade and Development Report should be pursued
further and serve as reference for a rethinking of market fundanmentalism

331. The representative of Ethiopia said that despite the pursuit of economc
reformprogrames in many African countries the marginalization of Africa in the
gl obal i zati on process conti nued unabated, as illustrated by Africa's small share
in the foreign direct investnent flows to devel oping countries. This was due to
a number of constraints on the ability of African countries to achieve
accel erated growth and devel opnent.

332. The external environnment, with declining export prices and reduced inflows
of official devel opnment assistance, was not conducive to recovery in Africa. 1In
addi tion, the heavy debt burden in many African countries had inmpeded investnent
i n physical and social infrastructure and di scouraged private capital inflows.
Furthernore, tariff wescalation in major export markets had dimnished the
effectiveness of African countries' export diversification and industrialization
efforts.

333. The HIPC Initiative represented a nore conprehensive approach to the
resolution of the debt crisis in Africa and other heavily indebted poor
countries, but its inplenmentation had to be more rapid, and its eligibility
criteria had to be relaxed further. The proposal for a conprehensive assessnent
of the sustainability of African debt by an ad hoc independent group of experts
nmerited serious attention.



334. The international community should now bridge the remaining gap between the
commtments contained in the United Nations New Agenda for the Devel opnent of
Africa in the 1990s and their actual inplenentation.

335. The representative of Switzerland said that there had been some economnic
progress in Africa since 1994. The chall enge was now to consolidate these gains
and to develop them further, with priority being given to the private sector.
Wt hout an enabling domestic policy environment, investment would not be
forthcom ng.

336. An initiative ainmed at promoting FDI in Africa had been |aunched in
June 1998 at the Crans Mntana Forum where representatives of African
Covernnents and of the private sector had nmet to di scuss business opportunities.
Under that initiative, a pilot project to pronote investnment in the agro-food
sector was about to be inplenented. The Trade and Development Report, 1998 was
too pessim stic about FDI in Africa.

337. The debt problem of African countries was a reason for concern.
Switzerland was seriously engaged in the HPC Initiative and welconmed the
extension of the so-called Sunset Clause. Efforts at debt reduction should be
strengt hened and accelerated, but the HPC Initiative should not become a
per manent debt reduction facility. Undoubt edl y, external debt had fiscal
implications, but contrary to what was suggested in the Report, these could not
be seen in isolation from the relationship between debt and the balance of
paynents. O the utnost inportance in this context was the devel opnent of | ocal
capabilities in debt management. UNCTAD should continue its nonitoring and
anal ytical work, but in no way should it engage in activities simlar to those
of the Bretton Wods institutions.

338. The devel opnent of agriculture was crucial for Africa’ s recovery. Equally
i mportant was the restoration of a climte favourable to the expansion of the
private sector. Anong the inportant refornms to be undertaken was the creation
of an independent and reliable judicial system Regional trade integration in
Africa should be pronoted, also as a neans of strengthening conpetitiveness in
wor | d markets.

339. The representative of Uganda said that the challenge for Africa was to
achieve the target gromh rate of 6 per cent to halt the marginalization of the
region. Since 1995 Africa had recorded higher growh rates than for many years,
but bold neasures were required in order to support and further accelerate
growth. The recent recovery in Africa had been partly due to tenporary factors,
including inproved weather conditions and higher commdity prices in the
m d- 1990s.

340. The structural adjustnent programmes inplemented by nost African countries
had contributed to the recovery, but required a supportive international
environment to be really effective. The nobilization of resources for investnent
was critical to African devel opnent. ODA flows had declined, however, and
efforts to attract FDI had not led to the results hoped for. Wiile nore efforts,
both national and international, were necessary for increasing the flow of
private capital to Africa, an inproved health and education infrastructure had
to be provided by Governnents.

341. Better trade performance was an inportant condition for African
devel opnent. \While the conparative advantage of nobst African countries was in
agr o- based industries, market access was generally nore difficult for processed
goods than for raw materials. Devel oped country nenbers of the WIO should hel p
poor memnbers to develop their capacity to participate in, and benefit from the
mul tilateral trading system The GSP schemes for Africa were wel come, and the
i ntegrated programre for technical assistance, agreed at the recent high-Ieve

m ni sterial meeting, should be inplenented expeditiously.



342. The heavy debt burden, including the |arge volunme of accunul ated arrears,
represented a continuing deterrent to foreign investnent. A conprehensive
solution to this problem was required. The HIPC Initiative was useful, but
needed to be inplenented with greater flexibility, and the sustainability of
Africa's debt should be assessed by an i ndependent body of experts.

343. The representative of Senegal said that in 1997 there had been unani nous
satisfaction with Africa s progress towards econom c stabilization, denocracy and
the rule of law, which were all inportant elenments of a developnent-friendly
envi ronment. The Trade and Development Report, 1998 warned of the risks of an
early end to Africa s recovery. It was a fact that structural adjustnent
programmes had led to inproved nmacroeconomc equilibria only at the cost of
severe sacrifices and of a weakening of the role of the State. It had becone
clear that the State had inmportant functions as regards devel opnent, and its role
had therefore to be fully restored. However, domestic policy efforts had no
chance of succeeding if the present trend towards dimnishing devel opment
assi stance was not reversed and if the debt problem was not resolved. This had
been recognized by, for exanple, President Cinton. UNCTAD s anal ysis, and
particularly the proposal for the establishment of an independent committee to
evaluate the sustainability of African external debt, was to be supported.
However, even a solution to the debt problemwould bring little |ong-term benefit
if it was not acconpani ed by an openi ng of devel oped countries’ markets.

344. The existing regional and subregional trade integration schemes in Africa
shoul d be consolidated. African econonm es were suffering particularly from a
| ack of human capital, especially in the field of international trade; for its
part, Senegal was preparing a new proposal in this connection. Finally, while
attenti on was now focused on UNCTAD X, the West African Economc Comrunity was
still waiting for the financing prom sed by the European Union at UNCTAD I X for
the inplenentation of a programme ained at integrating its nenbers into the world
trade networKk.

345. The representative of the International Monetary Fund (I M) said that the
focus of the Trade and Development Report, 1998 appeared to be a critique of
structural adjustnent programmes. The inpact of the devaluation of the CFA franc
inearly 1994 in fostering the subsequent good performance of some countries had
been overl ooked in the Report's analysis. Increased investment was of course
necessary, but it would be of little use without increased efficiency and a
pol i cy environnment conducive to the devel opnment of the private sector. |nproving
efficiency in the use of limted resources would also help to conbat aid fatigue
and to generate nore sympathy for debt relief.

346. The approach of the Trade and Development Report, which involved a revanped
role for governnent intervention, including in the sphere of prices, had already
proved to be wong in the 1970s. The problemthat market |iberalization had not
led to higher returns for producers should be tackled in the framewrk of
mar ket-oriented policies rather than be used as an argunent against such
poli ci es. The ideas about restoring or strengthening marketing boards and
devel opnent banks coul d be debated. In order to be effective, marketing boards
needed to be free of political interference and abuse, and public devel opnent
banks had in the past often led to an accunul ati on of non-performng | oans.

347. For protection of infant industries to be effective, it had to be
i mpl emrented by skilled bureaucracies, but these did not exist in Africa. Also,
such protection was inconsistent with regional trade agreenments and tended to
generate distortions in resource allocation. Even export processing zones were
not al ways benefici al

348. Wiile economc liberalization should not be slowed down, debt relief would
not solve nmuch, because the very existence of a debt problem showed that the
econony had been mi smanaged in the past. The I MF was engaged in extending the



H PC Initiative and in ensuring its proper financing. It had also studied
thoroughly the concept of debt sustainability.

Informal meetings

349. The Sessional Conmittee pursued its consideration of agenda item 6 in
i nformal neetings.

Summary of the presentations by experts and subsequent discussions
at the informal meetings of Sessional Committee 11¥

350. The presentations of the invited experts revealed that despite recent
i mprovements in Africa's econom c performance, the region was still facing the
chal | enge of igniting sustained economc growh. The approaches of the past 15
years, focusing on market liberalization and a reduced role of the state, had
failed in this regard, because structural problens had not been addressed. It
had been wong to stinulate traditional exports whose prices were declining

There was a positive relation between state intervention designed to address
structural problenms and producer terns of trade and output. A new, pragmatic
approach to devel opnent was needed. Wile entrepreneurship had to be nurtured,
agriculture was the basis for both economic growh and poverty alleviation.
Price reform alone could not achieve a sustained supply response; higher
i nvestment was of crucial inportance, as was the devel opment of institutions, in
particular in the area of finance and technol ogy.

351. In spite of various debt initiatives over the past 10 years, the stock of
external debt and of arrears had continued to rise, hanpering both donestic and
foreign investnent. A new feature was the nounting debt to the nultilatera
institutions. Debt relief under the Heavily Indebted Poor Country (H PC)
Initiative was too slow and insufficient. VWhile it remained unclear what
constituted an environnment conducive to private investnent, rempoval of the debt
overhang was considered to be crucial. Africa's backwardness in

i ndustrialization was deemed to be a result of colonialism The region's risk
of financial contagion in the current international turmil was limted. The
fact that many African countries had adopted flexible exchange rates and that
their currencies had been depreciating over the past few years provided |ess
scope for international speculators to attack African currencies. However,
Africa could be affected negatively by the Asian crisis through sharply reduced
export earnings and because substantial anmounts of devel opment financing m ght
now fund Asian rescue packages rather than African devel opment. This latter
effect could be neutralized through the creation of new nultilateral facilities
for Asia and the Russian Federation

352. In the floor discussion a nunber of external factors constraining growh
in Africa were identified. 1In several statenments pessim sm was expressed about
flows of official and private finance. Conditions for many agricultural exports
were considered to be difficult. The prices of traditional products were likely
to decline, while the markets for two key non-traditional agricultural exports -
fruit and vegetables - were likely to be saturated in the next few years. On the
ot her hand, new opportunities could arise in grain markets since subsidies in
i ndustrial countries were being reduced.

353. There was broad agreement that greater political stability mght inprove
the conditions for development and that the trend towards denocratization was
inportant. It was pointed out, however, that given the historical origins and
ethnic diversity of African countries, they required different forns of
governance than, for exanple, Europe.

Y Prepared by the UNCTAD secretari at.



354. The need to place donestic policy analysis in a gl obal econom c perspective
was strongly affirmed. African countries needed to i ncrease national savings and
i nvest ment . International action was required in order to create a nore
supportive external environment in which trade and financial relations were nore
equi table and risks nore equally shared.

355. While African countries should not readopt the policies of the 1960s and
1970s, it was necessary to address the problens and issues with which those
policies had tried to deal. African countries could achieve high rates of
growt h, and there was no reason for "Afro-pessimsnt

356. Specific policy proposals were made regarding debt, agriculture and

regional integration. It was argued that both the political establishnment of
African countries and donors were responsible for the bad use of external finance
and the resulting debt problem It was proposed, inter alia, that any debt

relief measures be linked to a commitment by beneficiaries not to use freed
resources for mlitary purposes, to elimnate corruption and to avoid
unproductive projects.

357. In agriculture three priorities were identified: for export crops, it was
necessary to restore regulation with regard to quality control; input supply
should be regenerated through non-market interventions; and research and
devel opnment should be redirected with a viewto integrating nodern and i ndi genous
met hods. It was considered inportant for Africa to seek and secure higher-val ue-
added niches in international markets.

358. It was pointed out that slow progress in regional integration and
cooperation did not reflect lack of political will. There had been a conflict
bet ween support for regional integration, which inplied giving preferences to
sel ected countries, and the |iberalization measures that had to be inplenented
under structural adjustnment programres. The Abuja Treaty was an inportant step
forward, and the existing regional organizations were building blocks for the
broader regional integration envisaged under the Treaty. It was considered
i mportant that international organizations support the priorities set out in the
Cai ro Agenda for Action

Proceedings of the closing plenary meeting of the Sessional Committee

359. The spokesperson for the Latin American and Caribbean Group (Argentina),
referring to paragraph 9 of the draft agreed conclusions, said that while his
Group agreed that enhanced assistance to Africa, through extrabudgetary
resources, by UNCTAD and ot her rel evant organi zations was needed, this should not
be to the detrinent of other regions. It was inmportant to maintain a regiona
bal ance.

360. The Sessional Committee adopted its draft agreed conclusions and
transmtted themto the Board for adoption. It also took note of the summary by
the secretariat of the presentations by experts and subsequent discussions at its
i nformal neetings.

Action by the Board
361. Acting on the recommendati on of the Sessional Conmittee, the Board, at its

900" pl enary neeting, on 23 Cctober 1998, adopted agreed concl usions 454 (XLV).
(For the text of the agreed conclusions, see TD/ B/ 45/13(Vol.1)).



Chapter V

REVIEW OF TECHNICAL COOPERATION ACTIVITIES OF UNCTAD IN ACCORDANCE
WITH PARAGRAPH 96 OF "A PARTNERSHIP FOR GROWTH AND DEVELOPMENT"

(Agenda item 7)

362. For its consideration of this item the Trade and Devel opnment Board had
before it the follow ng docunentation

"Review of technical cooperation activities of UNCTAD: report by the
Secretary-Ceneral of UNCTAD' (TD/ B/ 45/6 and Add.1 and 2);

"Agreed conclusions of the Wrrking Party on the Mediumterm Pl an and the
Programre Budget on its review of the technical cooperation activities of
UNCTAD and their financing" (TD/ B/ WP/ L. 84).

363. The representative of Morocco, speaking in his capacity as Chairman of the
Working Party on the Medium-term Plan and the Programme Budget at its thirty-
second session, reported to the Board on the outcone of the Wrking Party's
del i berations (TD/ B/ WP/ L. 84). Among other things, the Wrking Party had
di scussed the secretariat's proposal concerning partial cost recovery for
sel ected progranmmes, nanmely ASYCUDA, DMFAS and ACI S. The Wbrking Party had
expressed general agreenment on the principle of ensuring the financial self-
sustainability of these programmes, but different views had been expressed as
regards the nmodalities for partial cost recovery. VWiile a majority of devel oped
countries had expressed synpathy for the secretariat project, many devel oping
countries had been of the view that further thinking was needed on the proposals.
Proposal s had been made in that respect, in particular with a view to taking into

consi deration the situation of LDCs and |owincome countries. Finally, the
Wor ki ng Party's agreed concl usions contained a draft decision which the Wrking
Party transmtted and recomended for adoption to the Board. Parti cul ar

attention was drawn to paragraph 13 of the draft decision, in connection wth
which it was the understanding of the Wrking Party that the secretariat would
prepare revised proposals on partial cost recovery, taking account of the
concerns expressed in the Working Party.

364. The spokesperson for the African Group (Tunisia) noted with satisfaction
the continued growh of technical cooperation activities and in particular the
increase in the share of the African region and of LDCs, in line with UNCTAD I X
recommendati ons. She expressed the appreciation of her Goup to all donors. She
t hanked the secretariat for the preparation of the Handbook on technical
cooperation, which provided information on how to request assistance, and she
expressed appreciation for the efforts undertaken to enhance cooperati on between
UNCTAD and ot her organizations working in trade-related areas; at the sanme tine,
she urged the secretariat to further enhance cooperation with ECA and QCAU. She
noted in particular the partnership between UNCTAD, ITC and WO in the
i npl enentation of the Joint Integrated Technical Assistance Programme in Least
Devel oped and OQther African Countries and the cl ose cooperation between UNCTAD,
I TC, UNDP, WIQ the Wrld Bank and I M- with respect to activities mandated by the
H gh-1level Meeting on Integrated Initiatives for LDCs' Trade Devel opnment. Wth
regard to the distribution of technical cooperation expenditures in the African
regi on, she underlined the need to focus on country activities and capacity
bui | di ng; al though inmportant, regional integration could only be devel oped on the
basis of sound national capacity. Sout h-south cooperation could be further
reinforced through "triangular cooperation”, and she encouraged the UNCTAD
secretariat to call nore on experts from devel oping countries. Wth respect to
the question of partial cost recovery, her Goup considered that the
i mpl ementation of such nmeasures was premature, as the issue needed further




di scussion. In that connection, her G oup supported the idea of a sliding scale
and of a compl ete waiver for LDCs.

365. The spokesperson for the Latin American and Caribbean Group (Uruguay)
stressed the inportance of UNCTAD s technical cooperation activities for his
region. He noted with great concern, however, that while total technical
cooperation expenditures had increased in 1997, the share of his Goup had
continued to decrease to only 6 per cent in 1997, and it was expected to drop
further to 4.6 per cent in 1998. This constituted the |owest share in relation
to other regional groups. He called upon the secretariat, on the basis of
paragraph 91 of "A Partnership for Gowh and Devel opment” and paragraph 25 of
the outcone of the Md-termReview, to take into consideration the specific needs
of his region in the design and inplenentation of technical cooperation projects.

366. On the question of partial cost recovery, he expressed satisfaction with
paragraph 13 of the draft decision submitted to the Board, whereby coments and
proposal s nade at the Whrking Party would be taken into consideration by the
secretariat in its further analysis of the question. He further expressed
satisfaction at the resol ution adopted by ACABQ and by the Fifth Conmttee of the
Ceneral Assenbly with respect to the savings made by UNCTAD as a result of the
restructuring of its intergovernmental machinery and the reform of the
secretariat. Paragraph 2 of that resolution agreed to use the anount of
US$ 1,088,000 to cover the costs of the participation of devel oping countries'
experts at UNCTAD s neetings, and the Board was expected to take a final decision
on the nodalities for the inplenmentation of that provision. Those nodalities
shoul d be general and sinple, they should ensure regional balance, and they
shoul d accommvpdate the interests of developing countries. Finally, his Goup
considered that the General Assenbly should request the UNCTAD secretariat to
provide a report on the matter at its next session

367. The spokesperson for the Asian Group (Ilndonesia) said that technical
cooperation was one of the forenpst components of UNCTAD s activities and she
urged donors to continue to support these activities, and in particular the Trust
Fund for LDCs. Though the Asian region's share of technical cooperation
expendi tures had increased in 1997, it renmained at a relatively |Iow | evel given
the needs of the region, and the secretariat should seek to ensure a better
relative balance in the share of technical cooperation activities of the various
regi ons, taking into account their respective needs. Wth respect to the issue
of partial cost recovery, it was vital to ensure the financial sustainability of
t he programres under review, and she urged donors to continue to support them
A conprehensive evaluation should be made of the cost of installing and
mai nt ai ni ng these programes, so that a reasoned decision could be taken on the
i ssue, taking due account of the specific situation of LDCs. Any resort to
partial cost recovery should not be seen as a substitute for donors' support.
Finally, she encouraged further cooperation between UNCTAD and other
organi zations involved in the area of trade and thanked the secretariat for the
preparation of the Handbook on technical cooperation, which was a very useful
t ool

368. The representative of Austria, speaking on behalf of the European Union

said that UNCTAD s technical cooperation activities were an essential tool for
the full integration of devel oping countries into the world econom ¢ and trading
system She welcomed the increase in the delivery of technical cooperation
activities, but noted that activities should be based on coherence, nonitoring,
evaluation and transparency of costs. Transparency had not inproved since
UNCTAD | X, and the three-year rolling plan had not fully met expectations. The
Secretary-General of UNCTAD shoul d present annually his views on the orientation
and priorities for the comng year in the area of technical cooperation, and
UNCTAD should continue to focus its activities on areas where it had a
conparative advantage. She noted with satisfaction the increased cooperation
bet ween UNCTAD, |ITC and WO and wel comed the menoranda of understandi ng signed




with UNDP, UNI DO and UNEP. Wth respect to the issue of partial cost recovery,
it was hoped that the secretariat's revised proposals would facilitate further
consultations and that agreenment woul d be reached at the resuned session of the
Wor ki ng Party.

369. The European Union, the largest single contributor to UNCTAD s technica

cooperation activities, noted with satisfaction the increase in the share of
activities in support of LDCs and considered that this trend should continue

It regretted the decline in the share of expenditures in the Latin Anmerican and
Cari bbean regi on and subscribed to the concerns expressed by the Latin American
and Cari bbean Goup in that respect. Finally, on the possible use of additiona

funds from the devel opnent dividend for the Trade Point progranme, it would be
advisable to await the results of the evaluation of that programme before a
deci si on was taken

370. The representative of Madagascar stressed the inportance of the role of
UNCTAD and in particular of its technical cooperation progranmes in helping

devel oping countries to integrate into the global econony. In view of the
negati ve inpact that globalization and |iberalization were having on the majority
of devel oping countries, these activities needed to be strengthened. It was a

matter of concern that contributions to trust funds had declined, and a
continuation of that trend would greatly jeopardize a nunber of inportant
programres such as ASYCUDA, ACIS, DMFAS, TRAI NFORTRADE and TRAI NVAR. It was
hoped that the post of Special Coordinator for Least Devel oped, Land-|ocked and
I sl and devel opi ng countries would soon be filled. Finally, he called on donors
to continue to increase their contributions in favour of UNCTAD s technica
cooperation activities.

371. The representative of Norway said that technical cooperation should be seen
as a necessary and conpl enentary extension of other core activities of UNCTAD,
and he expressed satisfaction for the fact that this interlinkage was being
enhanced. He al so appreci ated the enhanced cooperati on between UNCTAD and ot her
i nternational organizations, which should lead to greater coordination and
synergy, in particular at the country Ievel. The concentration of a Iarger
portion of UNCTAD s technical cooperation on LDCs was wel cone. He noted that
donor countries had provided | ess funding in 1997, and he hoped that this did not
represent a new trend towards declining bilateral contributions. New ways to
consolidate the financial basis of UNCTAD s technical cooperation needed to be
expl ored, and one possible option was an increase in contributions from
beneficiaries. It would be inportant to broaden the financial basis and ensure
the financial sustainability of the highly successful programes bei ng consi dered
in the context of proposals for partial cost recovery. Due consideration would
have to be given to the ability of the recipient country to cover part of these
costs. He hoped consultations on that issue would result in a consensus as soon
as possible. Finally he underlined the inportance of independent eval uations of
UNCTAD s technical cooperation in order to further inprove UNCTAD s performance
inthis field.

372. The representative of Ethiopia noted with satisfaction the enphasis placed
on Africa and the LDCs in the technical cooperation activities of UNCTAD, in
conformty with the recormmendati ons of UNCTAD | X and the outconme of the Md-term
Review, his country had benefited greatly from UNCTAD s techni cal cooperation

He expressed his gratitude to both traditional and non-traditional donors for
their contributions to the LDC Trust Fund. Wth respect to the issue of partia

cost recovery, further consultations were needed, and the secretariat should
analyse the technical details further in a clear and transparent manner.
Al ternative cost-recovery options, including special arrangenents for LDCs and
ot her | owincone countries, should be explored further; he supported the idea of
total exemption for LDCs, and he was encouraged to note the high |evel of
convergence on this issue. Finally, he stressed the prinordial role of UNCTAD s
techni cal cooperation activities and encouraged donor countries to make an extra



effort to increase extrabudgetary resources for this purpose. Simlar efforts
shoul d be made by the secretariat to reverse the declining trend in the regul ar
budget resources available for technical cooperation

373. The representative of Honduras, speaking on behalf also of Costa Rica
El Salvador, Guatemala, Nicaragua, Panama and the Dominican Republic, said that
Central Anmerican countries had indicated their priorities in the field of
techni cal cooperation to the UNCTAD secretariat, which had responded by preparing
a technical cooperation programre for the subregion. She thanked the secretariat
for its commtnent in terms of carrying out the activities included in the
programe and appeal ed to potential donors to support this inmportant initiative.

374. The representative of Yemen expressed appreciation for the technical
cooperation activities carried out by the secretariat. He noted wth
satisfaction the increase in the level of technical cooperation activities in
favour of LDCs and underlined in particular the inportance of progranmes such as
ASYCUDA, DMFAS, Trade Points and TRAI NFORTRADE. He wel comed the concl usi ons of
the Working Party and thanked donors for their continued support. He stressed
the inportance of ensuring that equal treatment was provided to each and every
LDC.

375. The representative of the Republic of Korea said that the constant increase
in expenditures for technical cooperation activities was encouragi ng. Fut ure
activities should address as a priority the specific needs of certain devel oping
countries with structurally weak and vul nerabl e econonies, in particular with a
view to helping LDCs integrate snoothly into the world econony. UNCTAD had a
conparative advantage in carrying out technical cooperation activities in the
area of trade and devel opnent, and it should deal nore intensively with newy
emerging i ssues such as electronic commerce, trade and conpetition, trade and
i nvestnent, trade and environment, and regional trade agreenents. I f UNCTAD
continued to perform these activities in an efficient manner, there should be
room for additional financial resources in support of activities ainmed at
facilitating the integration of developing countries into the world economny.
Finally, UNCTAD should continue its work in support of regional trade
arrangenents.

376. The representative of the Russian Federation wel comed the increase in the
total |evel of technical cooperation expenditures and in particular in the share
of LDCs. He noted with concern that technical cooperation expenditures in Europe
had fallen by 30 per cent in 1997 and called for a better balance in the
distribution of resources. Technical cooperation nust continue to be one of the
nost inportant aspects of UNCTAD s activities, and it must follow the principle
of wuniversality. UNCTAD nust also continue to cooperate closely with other
organi zations involved in trade issues. The question of partial cost recovery
required further discussion with a viewto finding a solution acceptable to al
menber countries. Finally, the work undertaken by UNCTAD in support of
countries' accession to WO should continue, and he thanked UNCTAD for the
val uabl e support extended to his country in that respect.

377. The representative of Egypt said that technical cooperation was an
i mportant conpl enent to the anal ytical work undertaken by UNCTAD, and he wel comed
the increase in overall delivery, in particular in favour of LDCs and Africa
He expressed appreciation to donors and noted that devel oping countries were al so
contributing, thereby indicating the inportance they attached to UNCTAD s
techni cal cooperation activities. It would be inportant to ensure a better
relative balance in the share of technical cooperation activities of the various
regions, and it was hoped that there would be an increase in the funds all ocated
to techni cal cooperation. The proposal on partial cost recovery was wel cone, but
the particular conditions of LDCs nust be taken into account. He |ooked forward
to continuing the discussion on that issue in light of the suggestions made at
the Working Party.



378. The representative of Switzerland said that the three-year rolling plan was
an important instrument for making projections, facilitating fund raising and
ensuring better planning. It should be produced once a year as a basis for the
Wor ki ng Party's discussions on technical cooperation and the Board' s review.
Secondly, with respect to evaluation, and pending decisions to be taken in New
York, evaluation mandates nmust be inproved, in particular concerning the
procedures to be followed and the terns of reference of evaluators. Thirdly, a
deci sion should be taken as soon as possible on the question of partial cost
recovery for selected programmes, in the interest of all users. This would be
a precondition for an increase in the resources allocated by donors to these
programres. The adoption of the proposal on partial cost recovery should al so
facilitate greater transparency and inproved standards of accounting. Finally,
there should be an overall in-depth discussion on the need to establish
priorities for UNCTAD s technical cooperation activities and on the necessary
resour ces.

379. The representative of Japan said that it would have been useful if the
report of the secretariat had included the views of beneficiaries of technica
cooperation projects to allow a better assessnent of project inpact, and this
shoul d be taken into consideration in the next report. Such a feedback nmechani sm
woul d inprove transparency and increase the degree of ownership by devel oping
countries of the various programes carried out by UNCTAD.

380. At the invitation of the Chairman, the United Nations Coordinator in
Somalia mde a statenent describing the strong partnership between UNDP and
UNCTAD in Somalia from 1993 onwards. UNCTAD assi stance had started in the ports,
but given the major focal role of ports, activities had diversified into other
areas related to trade and custons adm nistration. The UNCTAD ports and trade
programe was one of the five strategi c progranmes of UNDP and had been catal ytic
ininitiating other programmes relating to training and security. 1In the north
of Somalia, the situation was noving away from one of humanitarian relief to one
of rehabilitation. Trade was being actively pursued, with significant exports
of livestock. He appealed to donors to enhance their funding of UNDP progranmes
so as to allow UNCTAD and other agencies to assist Somalia's rehabilitation
efforts.




381. The representative of the United States of America expressed support for
techni cal cooperation activities for those countries that needed it nost,
i ndependently from any regional considerations. Least devel oped countries and
structurally weak and vul nerabl e econom es needed this vital technical assistance
in order to participate better in the world trading system Finally, his
del egation supported investnent policy reviews, which represented a very usefu

mechanism for assisting countries in evaluating their current and proposed
i nvestment policies.

382. The representative of Canada wel coned the grow h of technical cooperation
activities in UNCTAD. UNCTAD shoul d continue, and enhance, its focus on a
techni cal cooperation strategy that included: demand-driven priorities; a focus
on human and institutional capacity-building;, priority for LDCs, wthout
negl ecting technical cooperation activities for non-LDCs; the use of UNCTAD s
anal ytical work; flexibility in forms of technical cooperation and in nodes of
delivery; and cooperation and partnership with other organizations. Many of
those points were relevant to the High-level Meeting on Integrated Initiatives
for LDCs' Trade Devel opnent, for the followup to which UNCTAD had a vital role
to play. There should be greater efforts on the part of UNCTAD to engage | oca
partners in developing countries in the design and delivery of trade-rel ated
techni cal assistance, and UNCTAD shoul d al so ensure greater gender sensitivity
in the overall delivery of its technical assistance. Wth respect to partia
cost recovery, she supported UNCTAD s consideration of the matter. She concl uded
by reaffirm ng her country's commtnent to technical cooperation and capacity-
bui | ding in devel oping countries with a viewto their full integration into the
wor | d econony.

383. The representative of China said that UNCTAD s technical cooperation had
to adapt to the ever-changi ng econom c situation and to the evolving needs of
devel oping countries. Training and capacity-building activities were
particularly inmportant, and particular attention should also be given to
provi di ng assi stance to devel oping countries in the field of financial reform

384. The representative of Ecuador said that the decrease in the share of
techni cal cooperation expenditures in the Latin Ameri can and Cari bbean regi on was
alarm ng. He thanked the UNCTAD secretariat for the assistance extended to his
country in the inplenentation of various technical assistance projects.

385. The representative of the 1slamic Republic of 1lran underlined the
i mportance of technical cooperation in the field of training in trade policy.
UNCTAD shoul d consi der devel opi ng software which could help in determ ning the
| evel of conpetitiveness of a country in certain products and contribute to the
sel ection of optinum trade-and-investnent-related activities. He thanked the
UNCTAD secretariat for the technical cooperation activities undertaken in his
country in the areas of custons automati on and conpetition | aw and policies.

386. The representative of Colombia recalled the inmportance attached by nenber
States to technical cooperation activities in "A Partnership for Gowth and
Devel opment” (TD/ 377), paragraphs 95-99 of which stressed the specific role to
be fulfilled by UNCTAD s technical cooperation activities in helping devel opi ng
countries to integrate into the world econonmic and trading system The funds
avail able to UNCTAD to carry out these inportant activities were very limted and
not at all comensurate with the enornous task at hand. Devel oping countries
shoul d unite and support the idea of including in UNCTAD s regul ar budget the
financial resources necessary for the inplementation of its obligations in the
field of technical cooperation. Finally, he expressed concern at the continuous
decrease in the share of technical cooperation expenditures devoted to the Latin
Anerican and Cari bbean region. In the course of only four years, the region had
lost nore than half of its share, and the secretariat was forecasting a further
decrease in 1998. He requested the UNCTAD secretariat to take all necessary
steps to stop this deterioration and to guarantee that the Latin American and



Cari bbean Group received attention in line with its needs and historical share.

387. The representative of Malta stressed the inportance of technical assistance
in UNCTAD s work. The increase in UNDP' s contribution and the signature of the
menmor andum of understandi ng between UNCTAD and UNDP were wel cone. I ncreased
cooperation with ITC and WIO was necessary, and the establishment of a d oba
Trust Fund for the financing of the Joint Integrated Technical Assistance
Programme in Selected Least Developed and Other African Countries was a step
forward. Devel opi ng countries nust be responsible for their own devel opnent, and
techni cal cooperation activities should be inplemented with this essential notion
in mnd. More information should be provided on this in future reports.

388. The representative of Cuba said that UNCTAD s technical cooperation was
extrenely valuable to his country and very crucial for devel oping countries in
general, in particular in respect of inmproving their negotiating skills. The
decrease in the share of expenditures in favour of the Latin Anerican and
Cari bbean Group was a matter of concern. He underlined the quality and diversity
of UNCTAD s technical cooperation activities and appeal ed to donor countries to
increase their support with a view to strengthening this inportant aspect of
UNCTAD s wor k.

389. The Chief, Inter-organizational Affairs and Technical Cooperation, said
the secretariat had taken due note of the concern of the Latin American and
Cari bbean G oup with respect to the declining trend in the share of UNCTAD
operational activities undertaken in that region. The secretariat would do its
best to reverse that situation. The figures in the secretariat's report
reflected both requests frombeneficiaries and the availability of resources, and
in that respect beneficiaries had an inportant role to play in the search for
funds. The secretariat would work with Latin American and Cari bbean countries
to seek ways to utilize UNDP funds avail able at the regional level. He hoped
that the necessary funds would be raised to inplenent the projects being
devel oped with Central Anerican countries.

390. Wth respect to partial cost recovery, he took note of the wish to arrive
at a consensus as soon as possible. He further noted the inportance attributed
by a nunmber of delegations to the three-year rolling plan, and the secretariat
woul d be presenting an updated, sinplified version of the plan to the Wbrking
Party in Decenmber 1998. This would provide an occasion to indicate priorities.
Wth respect to the devel opnent dividend account, the results of the eval uation
of the Trade Point Programe woul d be known before a decision was taken on the
attribution of these funds by the General Assenbly.

391. He also noted the inportance attributed by many del egations to the training
and capacity-building activities of UNCTAD and reaffirmed the secretariat's
intention to strengthen these activities. Finally, with regard to the reflection
of beneficiaries' views in the secretariat's annual report, every project
included three parties, nanely the beneficiaries, the donors and the secretariat.
An independent evaluation therefore represented the nost objective view of the
real impact of a project.

Action by the Board

392. At its 899" plenary neeting, on 16 October 1998, the Board, in the |ight
of the report by the Chairman of the Wrking Party and the statenents made, took
note of the agreed conclusions of the Wrking Party (TD/ B/WP/L.84) and adopt ed
the draft decision recormended therein. (For the text of decision 455 (XLV), see
TD/ B/ 45/ 13(Vol . 1).)

Progress report on UNCTAD"s assistance to the Palestinian people



393. For its consideration of this subitem the Board had before it the
fol |l owi ng docunentati on:

"Techni cal cooperation activities: Report on UNCTAD s assistance to the
Pal estinian people - Progress report, October 1997 - Septenber 1998:
prepared by the UNCTAD secretariat” (TD/ B/ 45/ CRP.1).

394. The Chief, Inter-Agency Affairs and Technical Cooperation, introducing the
progress report, said that particular attention was focused on operational
activities that had been |aunched in seven fully or partially funded projects and
proposed operational activities in five other project areas which remained
unfunded. The secretariat would pursue its efforts to nobilize extrabudgetary
resources from UNDP, while the support of bilateral donors, including nenbers of
UNCTAD, woul d al so be sought. Successful inplenentation of the activities in
guestion would further devel op UNCTAD s contribution to peace and devel opnment in
the region. Finally, he welconed the fact that partners in the field, both in
the Palestinian Authority and in the famly of United Nations organizations,
continued to turn to UNCTAD for assistance, thus recognizing the role UNCTAD had
pl ayed in the past and the concrete assistance it could provide in the future.

395. The observer for Palestine said that, though the progress report did not
di scuss the economi c situation in the occupied territory, inportant analytica
studi es had been published in the course of the year by the UNCTAD secretari at.
He commended the secretariat in particular for its study on the Palestinian
economy and the prospects for regional cooperation, which Palestinian
deci si on-makers had found to contain constructive recomendations for future
econom ¢ and trade policies.

396. He greatly appreciated UNCTAD s efforts to provide concrete support,
through its technical cooperation activities, in respect of building Palestinian
capacities and strengthening the institutions of the Palestinian National
Authority in order to reconstruct and develop Palestine after three decades of
I sraeli occupation. It was inperative that these activities be sustained and
intensified through the provision of the necessary financial resources. He
call ed upon the Secretary-General of UNCTAD to deploy all the resources at his
di sposal to nobilize the necessary extrabudgetary funds for this purpose through
the Consultative Group of donors.

397. He noted that the post of Chief of the Special Economc Unit was stil
vacant, which nmeant that the General Assenbly resolution on the matter had not
been inplenented, despite the Secretary-General’s repeated assurances and
not wi t hst andi ng several letters from Palestine on this matter. The appoi nt ment
of the special coordinator, as called for by the General Assenbly resolution, was
necessary as soon as possible to ensure continued delivery of concrete assistance
to the Palestinian people in this period preceding i ndependence and the buil ding
of the institutions and policies of the forthcom ng Pal estinian state.

398. The representative of Morocco, speaking on behalf of the Group of Arab
Countries, congratulated the secretariat for its progress report and for its
continued commitment to the Pal estinian people. The Arab countries had al ways
attached great inportance to UNCTAD s operational technical assistance for the
Pal esti nian people and its analytical work on prospects for the devel opment of
t he Pal estinian econony. The fact that these two types of activity were being
undertaken sinmultaneously reinforced their quality and inpact. The analytica

work should be strengthened with a view to providing a serious basis for
operational activities and policy advice for the Palestinian Authority. UNCTAD s
M d-term Revi ew had recently underlined that assistance to the Pal estinian people
should have a direct economic inpact, and he encouraged the secretariat to
reinforce its internal coordination and field presence.




399. It was a matter of concern that the secretariat had been able to secure
only 45 per cent of the financial resources needed to inplenent its proposed
pr oj ects. The bulk of funding to date had cone from UNDP rather than from

bil ateral sources, and the Arab Countries hoped that further resources could be
mobi lized to allow UNCTAD to fully inplenent its proposed projects.

400. Ceneral Assenbly resolution 52/220 had deci ded that UNCTAD s progranme of
assistance to the Pal estinian people should continue to be carried out by a
speci al coordinator and another nenber of the secretariat, but the progress
report indicated that it has not been possible to inplement the resolution in the
l'ight of budgetary constraints. The Arab Countries were extremely concerned by
this situation and hoped that a solution would be found.

401. The spokesperson for the African Group (Tunisia) welconmed the increasing
enphasi s in UNCTAD s assi stance to the Pal estinian people on concrete operational
activities, including close coordination with the Pal estinian Authority and the
private sector. This action-oriented, demand-driven and associ ative approach had
pronpt ed extrabudgetary fundi ng amounting to $550,000 for the current biennium
She t hanked donors for their support and appeal ed for additional contributions.

402. As for staff needs, she was concerned that secretariat resources did not
mat ch the increasing demands being made on it in this area. The Special Econom c
Unit had been reduced to only one officer, whereas Ceneral Assenbly
resol ution 52/220 clearly stipulated that work should be carried out by a special
coordinator at the P.5 level and a staff nmenber at the P.4 Ilevel. The
Secretary-Ceneral of UNCTAD was therefore invited to honour his commitment to
maintain the Unit at its required |evel

403. The spokesperson for the Asian Group and China (Ilndonesia) said that
techni cal assistance was of paranount inportance in helping a country to devel op
its capacity and build its institutions. She expressed appreciation to the
Secretary-General of UNCTAD for providi ng much-needed technical assistance to the
Pal esti ni an people and to UNDP, UN TAR and the Governnent of Italy for supporting
that technical assistance in a process that called for maxinmm internationa
attention and goodwill. She urged donors and UNCTAD to lend their full support
to those projects which still awaited funding and which should be comenced
wi t hout further del ay.

404. The continued vacancy of the post of special coordinator for assistance to
the Pal estinian people was preventing pronpt and efficient inplenentation of
projects, and her Group urged that the post be filled as soon as possible

405. The representative of Pakistan said it was heartening to note the
i ncreasing support of the international community for UNCTAD s progranmme of
assi stance to the Pal estinian people. Mre needed to be done given the difficult
circunstances facing the Pal estinian people and the Pal estinian Authority. The
secretariat's progress report remnded all of the trenendous devel opnent
chal | enge facing the Pal estinian people. Funds allocated to projects should be
carefully approximated to needs, and there should also be coherence between
projects so as to ensure their optimal inmpact. The institutional capacities in
the secretariat to support this programe should be strengthened, and the post
of special coordinator should be filled.

406. The representative of Egypt said that UNCTAD s technical assistance
activities in support of the Palestinian private sector and the Pal estinian
Authority required constant support, so as to achieve their devel opnment
objectives in the field and to assist the Pal estinian people in overcomning the

chal l enges still facing them The continuing cooperation of the Palestinian
Aut hority with UNCTAD and the voluntary contributions already made to these
activities pointed to their wvitality and effectiveness. However, only

45 per cent of the funds needed for UNCTAD s projects had so far been secured,



and he call ed upon the secretariat to undertake all possible efforts to nobilize
these resources; he hoped that the donor countries would contribute.

407. UNCTAD s Special Economc Unit for the Pal estinian people still lacked its
speci al coordinator, despite General Assenbly resolution 52/220, which called for
t he appoi ntnent of the coordinator. He hoped the resolution would be inpl enented
as soon as possible, and he requested that the Board be kept inforned at the
mont hly consultations or at any executive session.

408. The representative of ltaly, referring to the statenent of Myrocco and
Italy’s contribution to one of UNCTAD s projects of assistance to the Pal estinian
peopl e, pointed out that, in addition to such direct bilateral funding, it should
be renmenbered that nuch of UNDP's financing was itself frombilateral donors.

409. The representative of Cuba welcomed the progress report on technical
assistance to the Palestinian people, which wuld contribute to the
reconstruction of the Palestinian econony. The appoi ntnent of the speci al
coordi nator for the progranme was | ong over-due.

410. The representative of 1Israel congratulated the secretariat on its
prof essional and constructive progress report. Israel supported UNCTAD technica
assi stance to the Pal estinian people and considered that it had a beneficia
effect on the peace process in general. VWile inmportant talks were currently
taking place on that process in the United States, UNCTAD was making its own
efforts for the benefit of the peace process. I srael especially welconmed the
orientation of UNCTAD s projects, such as the Nablus Industrial Estate and the
EMPRETEC projects nmentioned in the report. Activities that could contribute to
job creation and strengthen the Palestinian private sector were of great val ue.

411. He noted that 45 per cent of the funds required for UNCTAD s projects had
been secured to date. For its part, the Governnent of Israel was willing to
provi de advi sory services and training to the Palestinian Authority, and it was
ready to do so in full cooperation with the UNCTAD secretari at.

Action by the Board

412. At its 898" plenary neeting, on 14 Cctober 1998, the Board took note of the
progress report on UNCTAD s assistance to the Pal estini an people (TD/ B/ 45/ CRP. 1).



Chapter VI

OTHER MATTERS IN THE FIELD OF TRADE AND DEVELOPMENT: PROGRESSIVE
DEVELOPMENT OF THE LAW OF INTERNATIONAL TRADE: THIRTY-FIRST ANNUAL
REPORT OF THE UNITED NATIONS COMMISSION ON INTERNATIONAL TRADE LAW

(Agenda item 8)

413. For its consideration of this item the Board had before it the follow ng
docunent ati on:

"Report of the United Nations Conm ssion on International Trade Law on the
work of its thirty-first session" (A/53/17);

"Note by the UNCTAD secretariat" (TD/ B/45/7).

414. The representative of the United Nations Commission on International Trade
Law (UNCI TRAL), after describing the functions and the main areas of work of the
Conmmi ssion, drew attention to the conventions, nodel [aws and | egal guides that
it had prepared. He briefly reviewed the work of the Conmm ssion at its nost
recent session, in particular in the field of electronic comrerce and on a nodel
| aw and uniformrules on digital signatures. Finally, he called for continued
cooperation between UNCI TRAL and UNCTAD.

415. The Senior Legal Officer of UNCTAD, describing cooperation at the
secretariat |evel between UNCTAD and UNCI TRAL in recent nonths, said that the
UNCTAD secretariat was followi ng closely the work of UNCI TRAL as regards the | aw
of electronic commerce and was pronoting this work in its own activities. The
UNCTAD secretariat was assisting the UNCITRAL secretariat in its work on
recei vabl es financing. The secretariats were also cooperating in the preparation
of two courses on electronic comerce and in the organization of a sem nar on
el ectroni c commerce scheduled to be held in Tunis in Cctober 1998. He noted that
the text of a nunber of the conventions, nodel |aws and | egal guides prepared by
UNCI TRAL had been nade available to interested participants in the session of the
Boar d.

416. The spokesperson for the African Group (Mauritius) said that consideration
of the annual report of UNCITRAL was an inportant item on the agenda of the
Board. UNCI TRAL's work on cross-border insolvencies, assignnent of receivables
and comercial arbitration was very relevant to the Board s high-level segnment
di scussion of the financial crisis and its inmpact on world trade. UNCITRAL s
work on BOT (build, operate and transfer) projects and on the |egal aspects of
el ectronic commerce was significant to a strategy for attracting FD and for
preparing the ground for electronic trade. He welconed the cooperation between
UNCI TRAL and UNCTAD in the field of electronic trade, and he invited themto
cooperate also in areas such as investment, BOT, receivables, and the settl enent
of di sputes. O course, duplication nust be avoided. He appealed for the
participation of a greater nunber of nationals from devel opi ng countries in the
i nternship programe of UNCI TRAL.

417. The representati ve of Uruguay noted with satisfaction the progress nmade by
UNCI TRAL in the progressive harmoni zation and unification of international trade
I aw. He enphasized the inportance of providing information by all nmeans
avai | abl e, including the Website of the UNCI TRAL secretariat on the Internet, on
court decisions and arbitral awards relating to the legal instrunents prepared
under the auspices of UNCITRAL. He stressed the inportance for his del egation
of training and technical assistance activities undertaken by UNCI TRAL in Latin
Anerica and the Caribbean in 1997 and expressed interest in receiving additiona
i nformati on about the results/evaluation of the sem nars and briefing m ssions



for government officials, as well as future developnents in this area. He
requested i nformati on about the countries which had enacted national |egislation
in the field of electronic comrerce follow ng the provisions of the UNCI TRAL
Model Law on El ectronic Commerce. He enphasized the inportance of strengthening
t he existing cooperative arrangenents between UNCTAD and UNCITRAL in the field
of electronic comerce

418. The representati ve of Erance enquired whether UNCI TRAL woul d be represented
at the Partners for Developnment Sunmmt scheduled to be held in Lyon in
November 1998, as this presence would be npst welcone in connection wth
di scussi ons on el ectroni c conmerce.

419. The representative of UNCITRAL replied that his institution would be
represented at the Sunmt.

420. The representative of Chile said that he attached great inportance to work
on electronic comerce, as reflected in paragraphs 207-221 of the UNCI TRAL
report. El ectroni ¢ conmerce had devel oped rapidly and was being discussed in
several international organizations. It represented a new nmeans of conducting
commerci al transactions and a nodern way of offering, in digital form goods and
services which until now had had to be proposed in a physical manner. The rapid
devel opnment of el ectronic comerce had raised a nunber of uncertainties, problens
and legitimate concerns. His Governnment had supported the anal ysis carried out
in several international organizations of the consequences of electronic trade,
in particular for developing countries. He noted with satisfaction the
cooperati on between UNCTAD and UNCI TRAL in the field of electronic conmerce and
he wel comed cooperation at the secretariat level in other areas of internationa
trade. UNCI TRAL, UNCTAD, WO and WPO, working in their respective fields of
conpet ence, should coordinate their work further and avoid duplication

421. The representative of Japan, referring to paragraph 268 of the UNCI TRAL
report, said that, as regards electronic conmmerce, the work of UNCTAD was
analytical in nature and did not extend to rule-naking. He further enquired
about the nature of proposed cooperation as regards dispute settlenent in the
field of trade and investment. As regards the latter, he urged UNCTAD to
cooperate with WO and ot her conpetent organi zations.

422. The Senior Legal Officer of UNCTAD said that UNCTAD and UNCI TRAL were
cooperating in analysis and training in the field of electronic comerce.
Cooperation in the field of settlenment of disputes as regards investnent and
trade, which he had proposed at this year’s session of UNCITRAL, concerned
techni cal assistance and training which should be carried out in cooperation with
ot her conpetent organi zations.

Action by the Board

423. At its 899" plenary nmeeting, on 16 Cctober 1998, the Trade and Devel opnent
Board took note of the report of the United Nations Commr ssion on Internationa
Trade Law (UNCI TRAL) on the work of its thirty-first session and decided to
invite a representative of UNCI TRAL to present the report of the Commission to
the regul ar session of the Board in 1999.

Chapter V11

STATEMENTS MADE AT THE CLOSING PLENARY MEETING
ON 23 OCTOBER 1998

424. The representative of France said that the city of Lyon and the French
authorities were pleased that the Partners for Devel opnent sumrmit was being



hosted in Lyon, and the city was ready to wel come partici pants. The summt would
be of great interest not only because of the topics to be discussed, which would
i nclude mcro finance, electronic comerce and investment, but al so because of
the expected high level of participation fromboth the public and the private
sect or. The outcome of the summt would be not a resolution but a series of
practical partnerships. The sunmt would represent an inportant mlestone not
only for UNCTAD but also for devel opment.

425. The Secretary-General of UNCTAD thanked the Mayor of Lyon and the
Governnent of France for their contribution to the hosting of the sunmt, which
woul d be organized in Lyon at no additional cost to UNCTAD. A |arge nunber of

participants were expected, including high-level public and private sector
actors, and he was confident that the summt would mark a new phase in the
evol ving net hods of work of international organizations. It should in particular

promote the further integration of civil society and the private sector in
UNCTAD s wor k.



Annex

ATTENDANCE*
1. The following States nmenbers of UNCTAD, nenbers of the Board, were
represented at the session:
Al geria I ndonesi a
Angol a Iran (1slam c Republic of)
Argentina I raq
Austria I rel and
Azer bai j an | srael
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Bar bados Jamai ca
Bel ar us Japan
Bel gi um Jor dan
Bhut an Kenya
Brazi | Kuwai t
Bul gari a Latvia
Bur undi Lebanon
Camer oon Li byan Arab Jamahiriya
Canada Luxembour g
Chile Madagascar
Chi na Mal aysi a
Col onbi a Mal t a
Costa Rica Mauri t ani a
Cote d’' lvoire Mauritius
Croatia Mexi co
Cuba Mor occo
Czech Republic Myanmar
Denocratic People’s Nepal

Republic of Korea
Denocratic Republic
of the Congo
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Dom ni can Republic
Ecuador
Egypt
El Sal vador
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Fi nl and
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Republic of Korea
Republic of Ml dova
Romani a

Russi an Federation
Senegal

Si ngapor e

Sl ovaki a

see TD/ B/ 45/ 1 NF. 3.

Thai | and

The Former Yugosl av Republic

of Macedoni a
Trini dad and Tobago
Tuni si a
Tur key



Uganda Ur uguay
Ukr ai ne Venezuel a
United Arab Enirates Vi et Nam
Uni ted Ki ngdom of G eat Yenen
Britain and Northern Irel and Zanmbi a
United Republic of Tanzania Zi mhbabwe

United States of Anerica

2. The foll owi ng other States nenbers of UNCTAD, not nenbers of the Board,
were represented as observers at the session

Brunei Darussal am Lesot ho

Holy See Rwanda

Kazakhst an Pal esti ne

3. The follow ng intergovernmental organizations were represented at the
sessi on:

Agency for Cultural and Technical Co-operation

Arab Labour Organi zation

Conmon Fund for Commodities

Eur opean Community

International Textiles and Cl othing Bureau

League of Arab States

Organi sation for Econom c Co-operation and Devel opment
Organi zation of African Unity

Organi zation of the Islam c Conference

4, The foll owi ng specialized agencies and rel ated organi zati on were
represented at the session:

I nternational Labour Organization

Food and Agriculture Organization of the United Nations

United Nations Educational, Scientific and Cultural Organization
Wor | d Bank

I nternational Mnetary Fund

I nternational Tel ecommunication Union

United Nations Industrial Devel opment Organization

World Trade Organi zation

5. The United Nations Comr ssion on International Trade Law and the United
Nat i ons Devel opnent Programre were represented at the session. The
International Trade Centre UNCTAD/ WO was al so represented at the session

6. The foll owi ng non-governnmental organizations were represented at the
sessi on:

General Category

I nt ernational Chanber of Commerce

I nternational Confederation of Free Trade Uni ons
I nternational South Group Network

Third Worl d Networ k

Worl d Federation of United Nations Associ ations
Wrld Vision Internationa



PANELLISTS

Financial Crises: Causes, Management and Prevention

Ms. Stephanie Giffith-Jones, Institute of Devel opnent Studies,
Uni versity of Sussex
M. WII| Hutton, Editor, The Cbserver, London
M. Martin Mayer, Brookings Institute, Washington, D.C
M. Yung Chul Park, Forner President, Korea Institute of Finance, Seou

The Ninth Raul Prebisch Lecture

M. Joseph Stiglitz, Senior Vice-President, Wrld Bank, Washington, D.C

UNCTAD”s contribution to the implementation of United Nations
New Agenda for the Development of Africa in the 1990s:
Prospects for agriculture, trade and industrialization

M. Peter d bbon, Centre for Devel opnment Research, Copenhagen

M. Nguyuru H.I. Lipunba, Professor of Econom cs, Dar-es-Sal aam University

M. Thandi ka Mkandawi re, Director, United Nations Research Institute for
Soci al Devel opnent ( UNRI SD)

High-Level Segment

The Impact of Financial Crisis on Trade, Investment
and Development: Regional Perspectives

M. Hazam El - Bebl awi, Executive Secretary, Econom ¢ and Soci al Conm ssion for
Western Asia (ESCW)

Dato’ Wan Mal ek | brahim Managing Director, Ml aysia Airlines

Ms. Dewi Mbotik Pranono, Vice President, |ndonesian Chanber of Commerce and
I ndustry (KADIN)

Ms. Montigan Lovichit, CEQ, T. Shinawatra Thai Silk

M. Adrianus Moy, Executive Secretary, Econom c and Soci al Conm ssion for
Asia and the Pacific (ESCAP)

M. Stephen Pursey, Chief Econom st, International Confederation of Free
Trade Uni ons (1 CFTU)

The ripple effect and lessons to be learnt from the crisis

M. Ali Gadir Ali, Director, Econonm c and Social Policy Division
Econom ¢ Commi ssion for Africa (ECA)
M. Yves Berthel ot, Executive Secretary, Econom ¢ Comm ssion for Europe (ECE)
Ms. Joyce Cornell, Managing Director, Scudder Kemper Investnents Inc.
(via video-Iink)
M. André R van Heenstra, President, East Asia Pacific G oup, Unilever
M. Robert D. Hormats, Vice Chairman, Coldman Sachs Internationa
(via video-Iink)
M. José Antoni o Ccanpo, Executive Secretary, Econom ¢ Conmi ssion for
Latin Anerica and the Caribbean (ECLAC)



