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EXECUTIVE SUMMARY

This report contains an overview of UNCTAD s techni cal cooperation activities
in 1997. Recent highlights include: continued growh in activities, represented
by delivery in 1997 of 165 projects; organization of sem nars and workshops for
trai ni ng and human resource devel opnent; further enhancenent of UNCTAD s software
programes; and an increase of 4 per cent in overall delivery. The focus
continues to be on | east devel oped countries, with an increase in their share in
overall delivery to 40 per cent and the launching of the Trust Fund for Least
Devel oped Countries. The report also contains proposals on partial cost recovery
for DMFAS, ASYCUDA and ACIS. Continued efforts to strengthen cooperation with
ot her organi zati ons engaged in trade-rel ated techni cal cooperation culmnated in:
(i) the launching of the WO UNCTAD I TC Common Trust Fund to support the
i npl ement ation of the Joint Integrated Techni cal Assistance Progranme in Sel ected
Least Devel oped and Gther African Countries; (ii) a nmenorandum of understandi ng
bet ween UNCTAD and the United Nations I ndustrial Devel opnent Organization to boost
i nvestnent in devel oping countries; and (iii) a nenorandum of understanding
bet ween UNCTAD and the United Nations Devel opment Progranme designed to help
devel opi ng countries integrate into the global economy.

Annex 1 (TD/ B/ 45/ 6/ Add. 1) contains a programe-by-programe description of
activities undertaken in 1997, together with the corresponding project list.
Annex 2 (TD/ B/ 45/6/Add. 2) contains statistical information on UNCTAD s techni cal
cooperation.
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INTRODUCTION
1. This report seeks to facilitate the Trade and Devel opnment Board's annual

policy review of the technical cooperation activities of UNCTAD, which it undertakes
in accordance with paragraph 107(b) of "A Partnership for Gowh and Devel opnent",
adopt ed by UNCTAD | X

2. The report is also submtted to the Wirking Party on the Mediumterm Pl an and
the Programme Budget for its forthcoming review of the technical cooperation
activities undertaken by UNCTAD in 1997. The results of that revieww ||l be before
t he Board.

1. OVERVIEW OF ACTIVITIES IN 1997

A. Trends in delivery

3. UNCTAD s total technical cooperation expenditures fromall sources anounted
in 1997 to $23.3 nillion', an increase over the previous year of around 4 per cent.
Overall, the level of annual expenditures in nominal terms in the 1990s has been

mai nt ai ned at around $20-24 mllion.

4. As table 1 shows, the continuing decline in the share of expenditures
originating fromthe United Nations Devel opnent Programre (UNDP) that started in the
early 1990s was reversed in 1997, while trust fund contributions continued to
i ncrease slightly.

5. Tabl e 2 provides information on expenditures for |east devel oped countries
(LDCs) and on regional and programme shares, for the period 1994-1997. The LDCs’
share in 1997 anounted to 40 per cent of total technical cooperation expenditures,
an increase of 29 per cent over 1996. Their relative share is expected to continue
to increase, as the outcome of UNCTAD |IX and the UNCTAD technical cooperation
strategy that assigns priority to LDCs are inpl enented.

6. Table 2 a_nd f_i gur.e 1 also Figure 1: Expenditures by region,
show t he di stribution of 1997
expenditures by region. In
absolute terms, expenditures in

I

the African region and the Asia
and the Pacific region have
substantially i ncreased.
Activities in Latin Anerica and
the Cari bbean region registered a
decline in both absolute and
relative terms. The share of the
i nterregi onal project decreased.

Expenditures in the Eastern

European transitional econom es

Asia & Pacific

L.A. & Caribbean

1 Al references to dollars are to United States doll ars.
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al so showed a decrease, in both absolute and relative terns, as forecast in |ast
year’'s report (contained in docunent TD/ B/ 44/11).

7. Table 3 details 1997 expenditures by programme, according to the present
structure of the secretariat. The Division on Services Infrastructure for
Devel opnent and Trade Efficiency (SITE) accounted in 1997 for 56 per cent of total
techni cal cooperation expenditures. The three other divisions, on Internationa
Trade in Goods and Services and Comodities (DI TC), d obalization and Devel opnent
Strategies (GDS) and |nvestnent, Technology and Enterprise Devel opnent (DI TE),
represented respectively 13, 15 and 12 per cent of total expenditures. The bal ance
(4 per cent) was represented by the Ofice of the Special Coordinator for Least
Devel oped, Landl ocked and | sl and Devel opi ng Countries and by activities reported for
the secretariat as a whole.

8. Wthin SITE, the programme on custons reform and automation, the Automated
SYstem for CUstons DAta (ASYCUDA), constituted about 60 per cent of the Division's
activities in 1997 (the Division's expenditures totalled $13 nillion). Thi s

programe continues to attract demand frominterested beneficiary countries, and is
supported by a broad range of donors. In 1997, ASYCUDA was installed in three new
countries, and several other projects for custons reformand automati on are being
initiated in 1998. Qher significant SITE activities cover, as in previous years,

the trade conpetitiveness of small and nedi um sized enterprises (through the G oba

Trade Poi nt Network), port nmanagenent in Somalia, the devel opnment and inpl enentation
of the Advance Cargo Information System (ACIS) and the Training for the Maritinme
I ndustry (TRAINMAR) progranme. The Training Devel opment in the Field of Foreign
Trade ( TRAI NFORTRADE) progranme, which is now part of this Division, continued to
devel op a nunber of training packages, with particul ar enphasis on internationa

commer ci al di pl omacy.

9. DI TC s technical cooperation has focused on the strengthening of trade
capacities, assistance in dealing with international tradi ng systemissues, training
and human resource devel oprment, and trade information; much of its work has been
associ ated with assisting countries in the inplenentation of various outcones of the
Uruguay Round. A numnber of countries, including Al geria, Belarus, China, Jordan
Li t huani a, Nepal, the Russian Federation, Tunisia and Viet Nam were assisted in the
process of their accession to WIO. There was further dissem nation of the CD-ROM
dat abase on trade-control neasures.

10. Wrk in the area of commopdities covered such issues as advice and training
on comodity price risk managenent, the pronotion of comodity exchanges in
devel oping countries and the sustainable nanagenment of natural resources. As

expect ed expanded assi stance in trade-rel ated environnent and conpetition i ssues was
provided in 1997. However, the capacity to continue do so will depend critically
on the nobilization of the necessary extrabudgetary resources.

11. Support in the area of debt nanagenent, through the pronotion and installation
of the Debt Managenent and Fi nancial Anal ysis System (DMFAS) programme, represented
al nrost 80 per cent of the technical cooperation activities of GDS in 1997. Wth
nore than 30 active projects and expenditures of $2.5 mllion per year, the DVFAS
programme is one the mmin technical cooperation programes of UNCTAD. DMFAS
activities, which continue to be strongly supported by beneficiaries and donors,
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Table 1
UNCTAD's total expenditures on technical cooperation,
and source of funds, 1990-1997 (in millions of dollars)

Source 1990 1994 1995 1996 1997

UNDP 174 10.8 7.8 6.1 6.8

Trust funds 36 10.0 134 15.8 16.1

Regular programme 0.6 0.50 0.8 05 0.4

Total 216 213 22.0 22.4 233

Table 2
Technical cooperation expenditures, 1993-1997:
by LDCs, by region and by Division
(in thousands of dollars)
1994 1995 1996 % 1997 %

Total 21395 21953 22 440 23 289
LDCs Total 6 827 6018 6988 | 311 9417 | 404
By region:

Africa 4856 5232 5724 | 255 7839 | 337

Asia & The Pacific 3888 3157 2788 124 3905 16.8

Latin America & The Caribbean 2864 2512 1978 8.8 1407 6.0

Europe 1569 2949 3421 15.2 2526 10.8

Interregional 8218 8103 8529 | 38.0 7626 | 32.7
By Division:

Globalization and Development Strategies 2505 2590 2889 3442

International Trade in Goods and Services, and Commodities 4 655 2 653 3008 2 955

Investment, Technology and Enterprise Development 1665 2180 2812 2859

Services Infrastructure for Development and Trade Efficiency 9923 11528 12 536 12 981

Least Developed, Landlocked and Island Developing Countries 484 427 163 491

Executive Direction and Management, and Support Services 2162 2570 1032 562

Source: Annex 2, table IV (in document TD/B/45/6/Add.2 - TD/B/WP/109/Add.2).
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Table 3
Technical cooperation activities, by Division/Programme, 1997:
expenditures as at 31 December 1997
(In thousands of dollars)
1997
UNDP Trust Regular Total
Division Funds Programme %

GDS: Total 634 2808 3442 148
Macroeconomic and development policies 430 430 18
Globalization, development and debt management 615 2246 2861 12.3
of which:  DMFAS Programme 525 2067 2592 111
Special programmes 19 133 152 0.7
DITC: Total 1074 1881 2955 12.7
Trade analyses and systemic issues 917 1111 2028 8.7
Commodities 1 241 243 1.0
Trade, Environment and Development 137 380 517 2.2
Competition Law and Policy and Consumer Protection 18 148 167 0.7
DITE: Total 386 2473 2859 | 123
International Investment, Transnationals and Technology Flows 227 552 779 33
National Innovation and Investment Policies 169 778 947 41
Enterprise Development (20) 1143 1133 49
SITE: Total 4471 8510 12 981 55.7
Trade Infrastructure 4382 6771 11154 | 479
of which: - ACIS 15 1927 1942 8.3

- Ports, Shipping and Training 2064 570 2634 11.3

- ASYCUDA 2303 4274 6577 28.2

Business Facilitation - 170 170 0.7
Services for Development - 564 564 24
Small and Medium-Sized Enterprise Trade Competitiveness 45 496 541 2.3
TRAINFORTRADE 44 508 552 24
LDC: Total 50 441 491 2.1
EDM: Total 113 19 430 562 24
Grand Total 6728 16 131 430 23289 100
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focused on the refinenment and installation of the new version of the system
DMFAS 5.0, which is replacing the old 4.1 version. Over the last four years, the
programme has doubled its client base to nore than 40 countries. The long- and
medi umterm debts being or about to be managed by DMFAS anount to around $400
billion, and represent around 25 per cent of the outstanding debt of devel oping
countries and countries in transition. It is expected that this expansion wll
continue and that by the year 2000 the progranme will have a client base of around
60 countri es. An external evaluation of the programre, presented in My 1998
reported very positive findings on the use of DMFAS.

12. Oher GDS activities carried out in 1997 included the further exanination of
the | egal issues surrounding trading systens greenhouse gas em ssions. The studies
contributed to growi ng international acceptance of such a system

13. DITE s technical cooperation activities were carried out wi thin the franework
of three subprogranmes, nanely: international investnent, transnational and
technol ogy flows (27 per cent of the Division's activities); national innovation
and investnent policies (33 per cent); and enterprise devel opnent (40 per cent).
Activities under the first subprogramme included work on the preparation of the
World Investment Report, and the |ink between foreign direct investnent and trade
in services. Oher inportant activities were ainmed at identifying and assessing
the inplications for developnent of a possible nultilateral framewrk for
i nvest nment .

14. Under the subprogranme on national innovation and investnent policies, UNCTAD
assisted interested countries in attracting foreign i nvestnent through training and
advi ce on specific investnent issues (for exanmple, the regulatory franework) and
undert ook policy reviews on investment and on technol ogy and innovation. Under the
subprograme on enterprise devel opnent, activities focused on the further expansion
of the Entrepreneurship Devel opnent Programme (EMPRETEC) aimed at pronoting
entrepreneurship and the fostering of links between snall and nediumsized
enterprises and foreign conpanies. In the area of accountancy, training was
provided to the staffs of public- and private-sector enterprises, particularly in
transition economes, in inplenmenting accurate auditing | anws and standards accordi ng
to internationally accepted accounting principles. To create an enabling
environment for the passage of the nobdel accounting legislation in Azerbaijan,
UNCTAD i s training 400 auditors.

15. Technical cooperation activities are nonitored on a regular basis. Sel ected
projects are subject to evaluation. At its resuned thirtieth session in Decenber
1997, the Working Party on the Mediumterm Plan and the Programme Budget reviewed
an independent evaluation of the TRAI NFORTRADE programe. It also decided to
review, at its thirty-second session in Septenber 1998, an independent eval uation
of the Trade Point Programe (see part V bel ow).
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B. Trends in the mobilization of resources

16. UNCTAD s technical cooperation activities continue to be financed fromthree
mai n sources: trust funds, UNDP, and

the United Nations regular progranme Figure 2: Expenditures by source of funds,
for technical cooperation. The 1997

decline in UNDP funding, which had

dropped to only 27 per cent in 1997,

has now been reversed, and UNDP is
giving renewed inportance to trade
and devel opnent issues and to the
substantial contribution these issues
can make to its overall strategy for
sust ai nabl e human devel opnent .

Regular Programme

17. In 1997, UNCTAD and UNDP put

together a joint programme on the inpact of globalization on sustainable hunman
devel opment. The programe ains at achi eving greater synergy between UNCTAD s work
in trade, investnment and related activities and UNDP' s vision of sustainable human
devel opnment. The four-mllion-dollar programre, which will begin to be inplenmented
in 1998, will assist a group of 10 to 12 | owincone countries to devel op the policy
and institutional tools necessary for successful integration.

18. Contributions to trust funds are provided on a voluntary basis by individual
governnental and non-governnmental organizations, the enterprise sector and
foundati ons. Table 4 shows the evolution in trust fund contributions, by category,
over the last few years (see annex ||

for a conplete list of contributors); Figure 3: Origin of trust fund contributions
45 Covernnents and a score of 1997
organi zations contributed to UNCTAD

trust funds in 1997. About 45 per cent

of trust fund contributions canme from
devel oped countries. Five countries
(Japan, Luxenbourg, the Netherl ands,
Norway and Switzerland) accounted for
63 per cent ($3.7 mllion) of total
trust fund contributions in 1997; the
Eur opean Commi ssion accounted for 28.8 per cent of total contributions.

Foundations/Miscellaneous

Developing countries
European Commission

19. Actual trust fund contributions declined in 1997, fromthe 1996 peak of $22
mllion to around $13 nmillion, below the Ievels of around $17 nmillion in 1994 and
$18 mllion in 1995. The decline in bilateral contributions from devel oped
countries from$12.7 mllion in 1996 to sone $6 mllion, was partly the result of
a bunching of contributions towards the end of 1996. Further information will be
provided to the Wirking Party and the Trade and Devel opnent Board on 1998 bil ateral
contributions to UNCTAD trust funds.
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Table 4
UNCTAD trust fund contributions, 1992-1997a/ (in thousands of dollars)
Category 1992 1993 1994 1995 1996 1997
Developed countries’ contributions 8252 7 856 10 860 10 906 12732 5991
of which: associate experts 784 632 536 672 518 873
Developing countries - general contributions 42 174 190 218 1012 996
Developing countries - self-sustained b/ 396 990 2686 2096 2229 1092
European Commission 1595 444 1780 4123 5634 3821
Other Multilateral ¢/ - 408 888 297 272 905
Foundations/miscellaneous 130 249 195 243 135 464
Total 10415 10121 16 599 17 883 22014 13270
al  Exclusive of third-party cost-sharing contributions through UNDP
b/ For activities in their own countries, financed from government resources or through loans from the World Bank and regional development banks
¢/ World Bank, United Nations, Food and Agriculture Organization of the United Nations, Organization for Economic Co-operation and Development,

United Nations Environmental Programme and United Nations Industrial Development Organization.

20. Devel oping countries’ contributions to UNCTAD s techni cal cooperati on anounted
to $2 mllion, or 15 per cent of the total, in 1997. These contributions take the
form of either general-purpose support for other developing countries or
sel f-financing arrangenents involving the provision of specified services (e.qg.
ASYCUDA) by UNCTAD in their countries. Such services are generally financed by the
use of loans or grants fromthe Wrld Bank or the regional devel opment banks.

21. UNCTAD was allotted 72 work-nonths of interregional advisory services for the
bi enni um 1996/ 1997, under section 21 of the United Nations Progranme Budget. This
al l otment was used to enhance UNCTAD s technical cooperation in the area of trade,
i nvestment and enterprise devel opnent.

22. Information on the Trust Fund for Least Devel oped Countries is provided in
part |V bel ow

23. UNCTAD benefited in 1997, as in previous years, from contributions from
several donors for associate experts provided by the donor country or recruited from
devel opi ng countri es. Two devel oping countries (Benin and Senegal) provided
associ ate experts financed by a donor country. The contribution of individual
associ ate experts to UNCTAD s work continues to be very val uabl e and UNCTAD woul d
wi sh to see this programe expanded.
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I1. PARTNERSHIPS WITH OTHER ORGANIZATIONS

24. This section covers cooperation with selected organizations as regards
techni cal cooperation during 1997 and the first part of 1998. The information in
this section is conplemented by that provided in annex |, which contains the
pr ogr ame- by- programme descriptions of UNCTAD s technical cooperation activities.
A nore detail ed description of cooperation with other organi zations is provided in
t he docunment entitled "UNCTAD s cooperation with international organizations in the
field of trade and devel opnment, 1997-1998" (UNCTADEDM M sc.54), presented to
menbers of the Trade and Devel opnent Board in the context of their mid-termreview
of the inplenentation of the outcome of UNCTAD | X

25. UNCTAD s increasing cooperation on operational activities wth the
International Trade Centre (I TC) and the Wrld Trade Organi zation (WO cul m nat ed
in the launching in March 1998 of the Commpn Trust Fund to support the
i mpl emrent ati on of the UNCTADY W' | TC Joi nt | ntegrated Techni cal Assistance Progranmme
in Selected Least-Developed and Qther African Countries. The Joint Integrated
Progranme ains to help African countries to participate nore effectively in the
multilateral trading systemand inprove their export competitiveness. It reflects
a strong conmitnent by the three organizations to coordinate their efforts and
resources for the devel opnent of African trade. The Conmon Trust Fund is the first
such nmechani smestablished jointly by the three organizations, and needs to attract
around $10 million to cover programme requirenments for the seven sub- Saharan partner
countries. It will consist of tw w ndows. Wndow | is for wunearnmarked
contributions, which will be used to finance national needs assessnents, project
devel opnent and advisory nissions; activities for the collective benefit of
participating countries; and conplenentary or full financing of country projects.
Wndow II, for earmarked contributions, will be allocated to specific country
projects. Managed by ITC, the Fund will be guided by a steering group consisting
of donors, beneficiary countries and the secretariats of | TC, WIO and UNCTAD.

26. The Joint Integrated Programme has initially focused on eight African
countries, four of which are | east devel oped: Benin, Burkina Faso, Uganda and the
United Republic of Tanzania. The other four are the Cdte d'Ivoire, Ghana, Kenya
and Tuni si a. For the African LDCs involved, the Common Trust Fund should help
i mpl ement the results of the High-level Meeting on Integrated Initiatives for Least
Devel oped Countries' Trade Devel opment held in October 1997 under the auspices of
WO, with the active participation of UNCTAD, |ITC, UNDP, the Wrld Bank and the
I nternational Mnetary Fund (1 M).

27. The activities of the Joint Integrated Programme include: (i) the
strengt heni ng of national capacities to address the trade inplications of the WO
Agr eenent s; (ii) a global electronic discussion forum and (iii) surveys to
determ ne the inpact of the WO Agreenments on national economnm es and external trade
patterns, which will be undertaken in each country covered by the Programme. The
Programme al so hel ps African countries to adapt their national |egislation to WO
rules, and fornulate strategies that will allow them to benefit from new market
access conditions and nmake better use of the special and differential provisions
for devel oping countries and LDCs. Finally, it enables beneficiary countries to
set up trade information systens, formnulate business devel opnent strategi es and
adapt busi ness performance tool s.
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28. Pursuant to a request by the Trade and Devel opnment Board to strengthen
cooperation between the two organi zati ons, UNCTAD and UNDP si gned a nmenorandum of
understanding on 17 April 1998 designed to strengthen the capacity of devel oping
countries to becone fully integrated in the gl obal econony. The nenorandum f ocuses
on collaboration in the areas of trade, enterprise devel opnent, investnent and
capaci ty-buil ding for sustainabl e human devel opnent.

29. The main objectives of the nenmorandum are: (i) to achieve greater synergy
bet ween UNCTAD s work on trade, investnent and related activities and UNDP' s vi sion
of sustainable human devel oprent; (ii) to strengthen Ilinks between the
organi zations' policy and operational activities; and (iii) to inprove
col | aborative progranm ng. The new programme on the inpact of globalization on
sust ai nabl e human devel opnent will assist a group of 10 to 12 | owincome countries
to develop the policy and institutional tools necessary for successful integration.

30. UNCTAD and the United Nations Industrial Development Organization (UN DO
|l aunched a strategic alliance to boost investnment in devel oping countries. A
menmor andum of understanding was signed on 26 March 1998 between the two
organi zations to ensure cost-effectiveness and optimal use of official devel opnent
assi stance. The alliance harnesses the two organi zati ons' conparative advant ages
to maxi m ze delivery of services and avoid duplication, as part of United Nations
efforts to pool the resources of its agencies. While UNIDO will focus on advice
and assistance on issues affecting the industrial sector and on support for

i nvest ment and technol ogy pronotion, UNCTAD will concentrate on policy issues
af fecting i nvestment pronotion, including the regul atory and institutional franmework
for investnent. The arrangenents wll also include the formation of new

partnershi ps between the two organi zations and the private sector of industry.

31. Joint activities will take place at country and global level. The initial
target countries or regions are Bangl adesh, Bolivia, Burkina Faso, Canbodia, Cbte
d' lvoire, the Denocratic Republic of the Congo, Ecuador, Egypt, Ethiopia, the
Ganbi a, Quatenal a, Qui nea-Bi ssau, |ndonesia, Mli, Mdagascar, Mzanbi que, Morocco,
Nami bi a, Nepal, N caragua, the Niger, Pakistan, Peru, Senegal, Togo, Uganda and
Uzbeki stan, as well as the Palestinian Authority and the Wst African Econom ¢ and
Monet ary Uni on.

32. Areas for cooperation include: the preparation of investment policy reviews
and guides; the developnent of regulatory frameworks for investnent; the
organi zati on of investnent and technol ogy foruns and busi ness gatherings; and the
pronotion of technol ogi cal innovation.

33. The secretariats of UNCTAD and the United Nations Environnent Programe (UNEP)
have enjoyed a very fruitful and harnoni ous cooperation on trade, environnment and
devel opment since 1993. On 11 July 1997, the executive heads of the two
organi zati ons signed a menorandum of understanding on the issue of environnent and
trade. The two organizations have been developing and inplenenting a joint
techni cal programme focusing on nultilateral environnental agreenents and two UNEP
projects on structural adjustnent programes and economic instrunents. Joi nt
activities will also be wundertaken in the franework of the nenorandum of
under st andi ng on environnental accounting and reporting at the enterprise |evel.
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1. PARTIAL COST RECOVERY OF SELECTED PROGRAMMES

34. The viewthat sone el ement of cost-sharing or cost recovery frombeneficiaries
shoul d be considered in certain UNCTAD techni cal cooperation programes, so as to
contribute to their financial sustainability, has been under consideration in the
secretariat for sonme tine. This matter is particularly relevant to certain
techni cal cooperation activities - notably ACIS, ASYCUDA and DMFAS, which are
qualitatively different fromthe traditional type of activity.

35. These programes have, in the context of institutional reform and capacity
bui I di ng obj ecti ves, devel oped and install ed software packages and trai ned nationa
staff in their use. As explained in paragraph 43 below, continued post-project
support from UNCTAD is essential to sustain the positive inpact of the initial

techni cal cooperation. Donors to these programmes have indicated that their
continued funding for central programme support functions - which they accept as
necessary - is in part contingent upon putting in place neasures for financial

sustainability that include arrangenents for partial cost recovery.

36. The earlier idea of the possible establishment of a consultancy firm closely
associ ated wi th UNCTAD, which would be entrusted with the task of the devel opnent
and sal e of conputer software and ot her conputerized systens has been found to be
not feasible.

37. In “A Partnership for Gowh and Devel opnent” UNCTAD is requested to explore
means to nmeke such programes as ACIS, ASYCUDA, TRAINMAR, TRAI NFORTRADE and the
G obal Trade Point Network financially self-sustainable (para. 93(b)). This point
was followed up in UNCTAD s Techni cal Cooperation Strategy, adopted by the Board
in June 1997, which states that "the UNCTAD secretariat wll continue its
expl oration of making selected programmes financially self-sustainable with a view
to presenting its proposals in 1997" (TD/ B/ EX(14)/3, para. 15).

38. Pursuant to this request, and in the light of the findings of the above-
mentioned feasibility study on a consultancy firm the secretariat, in its 1997
“Revi ew of technical cooperation activities of UNCTAD' (TD/ B/44/11), proposed
arrangements to give practical effect to the business/cost recovery approach, which
would facilitate the financial sustainability of certain programes (paras. 53-55).
These proposals were considered by the thirtieth session of the Wrking Party on
the MediumtermPlan and t he Programe Budget and by the Trade and Devel opnent Board
at its forty-fourth session in OCctober 1997. The Board, in its resolution
444(XLIV), took note of these proposals and requested the secretariat "to report
on the legal inplications of those proposals and to provide the thirty-second
session of the Working Party on technical cooperation with details of alternative
cost-recovery options which mght be applied, as well as the possibility of special
arrangements for | east devel oped countries (LDCs)." The secretariat's response to
this request is presented bel ow
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A. General approach

39. The secretariat is favourable to establishing in a systematic nanner an
el ement of cost recovery for programmes where it can be established that their
i npl ementation denonstrably |leads to savings by the beneficiaries, as is clearly
the case for ACIS, ASYCUDA and DVMFAS.

40. As already indicated in docunent TDY B/ 44/ 11, the secretariat's proposal is not
to make these programes financially sustainable in the sense that they would be
entirely comrercially viable and depend solely on resources provided by "clients"
The overall financial sustainability of the three progranmmes and the funding of
their central support functions will need to depend on

(i) The allocation of regular budget resources, in accordance with the
programe budget;

(ii) Project funds for the inplenmentation of services in individua
countri es;

(iii) The allocation of part of the overheads generated by projects to the
progranmme concer ned;

(iv) The continued commitrment of the donor conmunity - albeit on a smaller
scale than in recent years; and

(v) Partial cost recovery.

B. Legal aspects

41. UNCTAD has ascertained fromthe United Nations O fice of Legal Affairs that
the Trade and Devel opment Board nmay authorize the introduction of partial cost-
recovery arrangenents of the type described under the various options below The
O fice has further advised, with respect to the ownership of software, that specific
reference to the vesting of intellectual property rights in UNCTAD shoul d be nade
in future trust fund agreenents concl uded by UNCTAD, to avoi d any ni sunderstandi ng.
The secretariat intends to inplenent this recommendation

C. Operational and financial aspects of ACIS, ASYCUDA and DMFAS

42. These successful programes have a simlar nopdus operandi. They are
nmanagenent - i mprovenent progranmes ai ned at nmaki ng key devel opnent institutions nore
effective. They are relatively large, representing together nore than 50 per cent
of UNCTAD s technical cooperation expenditures in 1997. In that year, actual
expendi tures on ASYCUDA anmounted to $6.5 million, and on ACIS and DVFAS to nore t han
$2.5 nmillion each

43. A common characteristic of the three programmes is that their inplenentation
i ncl udes maki ng a software package available to a beneficiary country, together with
advi ce, support and training in the utilization and operation of the software. In
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contrast with traditional technical cooperation projects - in which the externa
agent ceases to provide assistance once the project is conpleted - each of the three
programmes is continuously called upon to extend post-project software advice
support and updating. It is not a realistic, or even desirable, option for UNCTAD
to leave the "client" to fend for hinmself. Al though UNCTAD is not |egally bound
to respond to post-project requests, the secretariat has a de facto responsibility
to address this issue in a professional manner, and provide high-quality services
to ensure the sustainability of the initial investment, so that the initial positive
i mpact of the projects is not |ost.

44. The financial sustainability of two of these programes, including questions
related to partial cost recovery, has recently been addressed in two different
contexts. An evaluation of DMFAS undertaken by Hel bling Managenent Consulting AG
on behalf of the Swiss Government in Mirch 1998 included proposals for a
standar di zed cost-recovery nechani sm these proposals were favourably received at
a DMFAS donors neeting held on 12 May 1998. The First Wrld ASYCUDA Meeting, held
in Manila in the Philippines from 9 to 10 March 1998, adopted a declaration

containing the follow ng reconmendation: "Reasonable cost recovery should be
determ ned and col |l ected from new ASYCUDA++ user countries. |n establishing such
user fees, UNCTAD should take into account the | evel of devel opment and size of the
econonies of the countries wutilizing ASYCUDA. " The broad thrust of these

recommendations is in line with the secretariat's own thinking.

45, The followi ng arrangenents are proposed for the introduction of standardized
partial cost-recovery nechani sns for ASYCUDA and DMFAS (paras. 46-54 bel ow) and for
ACI S (paras. 55-57 bel ow).

1. A software charge for new users

46. The first proposal concerns the systematic introduction of a one-off software
charge for all new countries requesting the installation of ASYCUDA or DVMFAS. This
is already being done in a nunmber of cases on an ad hoc basis. It should be noted
that inplenmentation of these programes generates savings in the recipient
countries, while if a country or institution wished to develop its own software (or
engage a private consultancy firm to undertake such work), the cost would npst
probably ambunt to several million dollars per country?

47. It is thus proposed to include, in each new UNCTAD i npl enented country proj ect
involving the initial installation of ASYCUDA or DMFAS, a nodest amount reflecting
payment for the software. This would be in addition to the costs of actual
i mpl enent ation services included in individual project budgets (see para. 40 (ii)
above). It is further proposed that the paynent would be on a flat-rate basis,
initially $200,000 per country installation for ASYCUDA and $100, 000 per country
installation for DMFAS®. These rates have been determined after taking i nto account

2 The devel opnent costs for ASYCUDA are conservatively estimated at
$15 nmillion and for DMFAS at $5 million

3 Subject to review in cases where there is nore than one client
institution per country.
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t he val ue of the software, the funding needs of the central teans and the prevailing
mar ket for conpeting products.

48. The option of having a graduated software charge which varies according to the
econonic size of the recipient country, or according to some other criterion, is
possi bl e; countries could be charged according to the level of their assessed
contribution to the regular budget of the United Nations, or their stock of debt
(for DMFAS), or the value of their merchandi se trade (for ASYCUDA). These options
have been considered by the secretariat, but are regarded as | ess desirable on the
grounds of sinplicity and equity.

49. The proposed charges may be nmmde under a special budget line in a project
document which conprises the installation of ASYCUDA or DMFAS, or may be kept
separate fromthe project itself. |In either case, the contribution may be nade by

the recipient itself or by any donor prepared to assist the beneficiary in this
regard

50. On the basis of the foreseeable requests for ASYCUDA and DMFAS, it is
estimated that this neasure will yield about $800,000 per year for ASYCUDA and
$400, 000 for DMFAS'. Since this is a one-off charge, the inconme generated nay taper
of f as the gl obal spread of ASYCUDA and DMFAS naturally | eads to requests fromfewer
and fewer countries.

2. Annual maintenance or user support fee

51. The second proposal is for the introduction of an annual nmaintenance or user
support fee to be paid by users when a project has been conpleted. This fee would
be intended to cover part of the provision by UNCTAD of basic support services for
systens already in place. These services would typically include:

(i) A hotline service, to provide quick responses to problens and queries
in areas related to the use of the system enconpassing both operationa
and technical issues. This service would be provided in a m ni num of
three | anguages using all avail able nmeans of conmunication (i ncluding
tel ephone, fax and e-mail).

(ii) Newversions of software resulting fromevol ving user requirenents woul d
be provided on a regul ar basis. The support services woul d coordinate
and anal yse system change requests and software incidents reports, and
woul d make the appropriate adaptations to the system They would plan
and inplenment the distribution of the new versions and corrective
pat ches

52. In certain cases, support services may be nore conveniently provided by a
regi onal centre. Oher services not included in the standard |ist of services -
such as software nodifications, new functionalities or training and advisory
m ssions - would need to be covered on a full-cost basis, for instance under a

4 Note that these figures are projections that depend for their
real i zation on the actual signature of new projects.
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followup or separate project. As in the case of the initial software charge, this
charge could be met by a donor on behalf of a particular recipient.

53. One option for the annual maintenance fee would be to charge a flat rate, as
in the case of the software charge. However, in this case it is proposed to
graduate the anmbunt of the fee according to the anticipated conplexity and vol une
of the work involved. Specifically, in the case of ASYCUDA++ user-countries, it
is proposed to calculate the fee on the basis of $1,000 per server and associated
client computer. In the case of DWMFAS, the fee would be $10, 000 per mai ntenance
contract®  Annual incorme fromthis fee, when the schene is in full operation in a
few years’ tine, is estimated to be approxi mately $400, 000 each for ASYCUDA and
DVFAS; the anount woul d i ncrease as the nunber of ASYCUDA and DMFAS user-countries
continued to increase.

54. There will inevitably be a tine | ag between the introduction of cost-recovery
measures and the tinme when the resulting contributions are actually received by
UNCTAD. Consequently, it will be necessary to ensure bridge funding for the interim
peri od.

3. ACIS

55. As indicated above, ACIS shares many of the characteristics of ASYCUDA and
DMFAS, and the same cost-recovery principles will be applied. However, in view of
certain special features of ACIS, notably the fact that its inplenmentation consists
of a nunber of optional nodul es and sub-nodul es, and the fact that the central team
has not so far benefited from separate donor support, the proposed nodus operand

is slightly different.

56. It is proposed that each new ACIS project should give rise to the devel opnent
of a new sub-nodul e (costing between $50, 000 and $100, 000 each); the recovery of
this anount would, in aggregate, cover the cost of the devel opnent team and
therefore gradually increase the list of operational sub-nodules. This arrangenent
woul d be simlar in concept to the software charge descri bed for ASYCUDA and DVFAS.

57. It is also intended to establish ACIS nmaintenance contracts wth the
beneficiary operator, based on actual experience in operating such contracts. Under
this approach, regular field mssions would be undertaken, hardware spare parts
supplied, and technical support and tel emai ntenance provided. The custom zation
and installation of any upgraded version would al so be provided. These nai ntenance
contracts will be tailor-nade and their cost will depend on the actual services to
be provi ded.

4. Least developed countries

58. The Board has requested that the possibility of special arrangenents for LDCs
shoul d be considered. The above proposals would allow for special consideration

5, There are normal ly between one and three client institutions in
each DMFAS country, nanely the central bank and/or up to two economc
mnistries.
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of LDCs in two ways. First, the application of the maintenance fee has an inbuilt
bias in favour of smaller econom es and those naki ng use of |ess extensive networks.
Second, and nore inportantly, the expectation is that the greatest possible efforts
will be made to ensure that the responsibilities of LDCs under cost-recovery
arrangenents are funded by donors, rather than the LDC itself.

5. Access to services and other administrative matters

59. The proceeds of contributions received through the above arrangenents woul d
be credited to central trust funds corresponding to each programme, adm nistered
in accordance with the financial regulations and rules of the United Nations.

60. The inplenentation of the new cost recovery nechanisns will naturally have no
retroactive character. They will be introduced on 1 January 1999, and, as fromthat
date, access to the services of the programes will be available to those countries
whi ch freely choose to do so under the applicable UNCTAD policies described above.
Thus, whenever a country opts for the installation of ASYCUDA or DMFAS, the
beneficiary (and the donor, if any, funding the project) will know in advance that
this entails a software charge at the applicable standard rate (or be requested to
fund the devel opnent of the appropriate ACI S sub-nodul e).

61. As regards post-installation maintenance services in countries where ACIS
ASYCUDA or DMFAS have been installed, these would be available to countries which
decided to enter into the corresponding annual or pluri-annual contract.
Conversely, countries which do not have a maintenance contract should not expect
to receive a simlar service

62. The Working Party and the Board nmay wi sh to take note of the secretariat's
proposal s and of the intention of the Secretary-General to take action on themin
the light of any comments. The Board may wi sh to request the secretariat to report
on this matter at suitable intervals.

IV. ACTIVITIES REGARDING LEAST DEVELOPED COUNTRIES
A_. Trust Fund for Least Developed Countries

63. I n accordance with the recomrendations in the final document of UNCTAD | X t hat
LDCs should constitute a cross-cutting issue in the work of UNCTAD and with the
priority focus assigned to themin UNCTAD s technical cooperation activities, the
Trust Fund for Least Devel oped Countries was established and becane operational in
early 1997. The objective of the Trust Fund is to facilitate the start-up of new
activities in favour of LDCs and to enhance UNCTAD s technical cooperation
activities in support of these countries.

64. The Trust Fund has attracted contributions or pledges fromdevel oped countries
as well as from non-traditional and devel oping countries. As at the end of My
1998, contributions or pledges by 14 countries to the Trust Fund anounted to
approxi mately $4 mllion, or 80 per cent of the initial target of $5 mllion (see
table 5) set with the aimof ensuring regular replenishment so as to mai ntai n annua
expenditures at around that |evel
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65. Contributions to the Trust Fund nmay be earmarked or unearnarked. Earnarked
contributions are allocated to specific objectives and activities agreed wth
donors. Unearmarked contributions finance the core project of the Trust Fund and
are mainly used for the purpose of elaborating of UNCTAD-wi de Integrated Country
Programes for Strengthening Supply Capacities of Tradeabl e Goods and Services for
Least Devel oped Countries, taking fully into account decision 445 (EX-16) of the
Trade and Devel opment Board at its sixteenth executive session on the inplenentation
by UNCTAD of the outcome of the High-level Meeting on Integrated Initiatives for
Least Devel oped Countries' Trade Devel opnent.

B. UNCTAD-wide Integrated Country Programmes for
Strengthening Supply Capacities of Tradeable Goods and Services
for Least Developed Countries

66. In its agreed conclusions 435 (XLIIl), the Trade and Devel opnent Board
encouraged the Secretary-General of UNCTAD to el aborate UNCTAD wi de integrated
country-| evel programres for LDCs. In the design and inplenentation of such

progranmes, UNCTAD was requested to closely collaborate and coordinate with the
organi zati ons concerned, such as WIQ, |ITC, the Wrld Bank, |IM, UNDP, UN DO and
ot her devel opment organi zations to ensure coherence in policy advice and support.
I ntegrated country programes coordinate individual UNCTAD technical cooperation
projects in LDCs on trade, investnent and enterprise devel opnment whi ch conpl enent
activities undertaken by other agencies.

67. Further to that decision, framework integrated country progranmes were drawn
up for Bangl adesh, Canbodi a, Ethiopia, the Ganbia, Haiti, Madagascar and the Sudan

The framewor k progranmes for Bangl adesh, Canbodia, the Ganbia and Madagascar, which
were prepared prior to the WIO Hi gh-level Meeting on Integrated Initiatives for
Least Devel oped Countries' Trade Devel opment, are being revised in the light of the
needs assessment exercise for trade-related technical assistance for LDCs carried
out within the context Hi gh-level Meeting and the Integrated Framework for Trade-
Rel ated Technical Assistance, including for Human and Institutional Capacity-
Buil ding, to Support Least Developed Countries in their Trade and Trade-Rel at ed
Activities. The outcone of the Hi gh-level Meting was taken into account in the
el aboration of the framework programes for Ethiopia, Haiti and the Sudan, since
work on them began after the Hi gh-level Meeting and the sixteenth executive session
of the Trade and Devel opnent Board.

68. On the basis of the above consideration, the Governnents concerned agreed that
fully-fl edged integrated country progranmmes and the appropriate support docunents
shoul d be prepared. In parallel with this exercise, some of the activities
identified in the framework programres and considered by the LDCs concerned as
priority areas for intervention have begun to be inplemented. They include the
following activities: in Canbodia, activities related to ASYCUDA and accession to
WO in the Ganbia, the formulation of trade policy, an investnent code and
i nvestnent policy, and a proposal for restructuring the Indi genous Busi ness Advi sory
Services; and in Haiti, a training senminar on narket access.
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Table 5
Pledges/contributions to the Trust Fund for Least Developed Countries
(as at 19 May 1998): in dollars
Contributions Allocations
Country Pledged Received Earmarked Unearmarked
(INT/97/A09)
China 100 000 100 000
Cyprus 3000 3000
Finland 181 580 181 580
France 502994 | 1.CAPAS (Djibouti, Mali, Zambia) (82 781)
2. Activities in Madagascar (84 459)
3. ITC/JUNCTAD/WTO Joint Integrated programme (84 459)
Total: 251 699
Ghana 50 000 50 000
India 100 000 100 000
Ireland 199 444 199 444

The Netherlands

956 410 | Follow-up and implementation of measures in
favour of LDCs adopted by major global
conferences

(956 410)

Norway

585 000 | 1. DMFAS (112 500)

2. Multilateral framework for investment (112 500)

3. TRAINFORTRADE (75 000)

4. Biotrade Initiative (50 000)

5. Pilot Seminar on Portfolio Investment (135 000)
Total: 485 000

6. 100 000

Portugal

100 000 100 000

Republic of Korea

100 000 100 000

Sweden

165 013 | Activities related to four LDCs (Benin, Burkina
Faso, United Republic of Tanzania and Uganda)
within the framework of ITC/UNCTAD/WTO Joint
Integrated Programme

(165 013)

Switzerland

1000000 | 1.LDC participation in World ASYCUDA Meeting
(Manila, March 1998) (164 000)
2. ITC/UNCTAD/WTO Joint Integrated Programme
(Uganda) (440 000)

Total: 604 000

Totals

100 000 3943 441 2462 122 934 024

Note: Of total contributions (pledged plus received) of $4 043 441, $647 295 remain to be committed for earmarked activities.
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C. Follow-up to the High-level Meeting on Integrated Initiatives
for Least Developed Countries’ Trade Development

69. At its sixteenth executive session, the Trade and Devel opment Board, in its
decision 445 (EX-16) on "Action by the Trade and Devel opnent Board on the
i npl enentati on by UNCTAD of the outcone of the Hi gh-level Meeting on Integrated
Initiatives for Least Developed Countries' Trade Developnent”, endorsed the
I ntegrated Framework for Trade-Rel ated Technical Assistance, including for Human
and Institutional Capacity-Building, to Support Least Devel oped Countries in their
Trade and Trade-Related Activities. The Board also requested the UNCTAD
secretariat, jinter alia, to continue, through inter-agency coordination, to
contribute to the needs assessnment exercise, including in refining needs assessnent;

to help LDCs to prepare, jointly with other agencies or partners, a multi-year
trade-rel ated techni cal cooperation progranme; to contribute and provide technica

support to those round-table processes at the country |evel envisaged in the
Integrated Framework; to contribute to the establishnent and naintenance of
integrated country databases; and to contribute to the inplenentation, review and
eval uati on of each country programe through an enhanced coordination process with
the other organizations involved. A report on followup will be provided to the
forty-fifth session of the Trade and Devel opnent Board under agenda item5

70. In order to further strengthen the existing coordination process anong the six
agenci es, broad understandi ng has been reached on setting up an inter-agency worki ng
group, conprising staff from each of the agencies involved, designated by their
agency as being responsible for the coordination of its contribution under the
Integrated Framework. The working group will continue to neet regularly to nmaintain
i nter-agency collaboration, to assume responsibility for nanagi ng the programe of
activities that is called for under the Integrated Framework, to carry out the
eval uation of the Integrated Framework planned for two years after its endorsenent,
and to identify and carry out any other work resulting fromits inplenentation.

71. As part of this approach, it has also been agreed to establish a snall
adm nistrative unit, located in ITC, to handle the day-to-day admi nistrative work
and to service neetings of the inter-agency working group.

72. As was agreed in the High-level Meeting, the activities for individual African
LDCs under the Joint Integrated Technical Assistance Progranme in Sel ected Least
Devel oped and Other African Countries are subsuned in the Integrated Franmework.
On 1 March 1998, UNCTAD, WIO and | TC | aunched the Common Trust Fund to support the
i npl ement ati on of the progranme (see para. 25 above).

73. In the above-nentioned decision, the Trade and Devel opnment Board also
requested the UNCTAD secretariat to ensure that existing relevant technica
cooperation activities of UNCTAD, including country-specific, sectoral and other
i nter-agency progranmes, were supportive of, conplenented and pronoted the effective
i mpl ement ation of the outcone of the High-level Meeting. Inline with this request,
and since the concept of integrated country progranmmes contributed to the adoption
of recommendations at the Singapore Mnisterial Meeting of the WIO and to the
subsequent adoption of the Integrated Framework, the framework integrated country
programes and their support docunents take fully into account the outcone of the
H gh-1evel Meeting and the Integrated Franmework, thereby nerging and consolidating
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the two exercises into one. The elaboration of an integrated country programe for

one nmore LDC is under consideration. This will bring to eight the nunber of
integrated country programmes in the first series. Wrk on the design and
el aboration of nore such programres will be subject to the results of the eval uation
of the first series. 1In the neantime, the secretariat will inplenment the decision

of the Board with regard to the followup of the Hi gh-level Meeting for other LDCs.

74. At its thirty-first session, held in My 1998, the Wrking Party on the
Medi umterm Pl an and the Programme Budget reviewed the allocation of $5.5 million
pursuant to General Assenbly decision 52/462 of 31 March 1998. The Wbrking Party
agreed that resources should be allocated to, anong other things, the followup to
the High-level Meeting. At the time of witing, these proposals have been
transmitted to the General Assenbly for consideration

V. OTHER MATTERS
A. Evaluation of technical cooperation programmes

75. An evaluation of the TRAINFORTRADE programre was conducted in 1997 by an
i ndependent consul tant under the gui dance of the Progranme, Planning and Assessnent
Unit of UNCTAD. The report on the evaluation is contained in document TD/ B/ WP/ 103.
To quote from the report, the overall evaluation can be summarized as foll ows:
"Havi ng adopted, al most ahead of its time, an excellent fornula responding to rea
needs, TRAI NFORTRADE possessed nmany assets to achi eve an outright success. Seven
years later, the record is nuch nore nuanced. To be sure, several quality training
packages have been conpil ed and TRAI NFORTRADE has made its mark in many countries
and a nunber of regions. All the sane, the results do not match the stated
obj ectives and expectations. TRAI NFORTRADE is now suffering fromthe fact that its
credibility has been danaged by the failure to achieve the targets set, by
shortcomings in nanagenment and followup and by an inability to ensure the
sustainability of its actions. This syndrone is reflected at times by a certain
‘donor fatigue' and worrying slippages. The reputations of the Programme will have
to be enhanced through the inplenentation of appropriate renmedi al neasures.”

76. As a result of the report, the follow ng recomendati ons were made concerni ng
the TRAI NFORTRADE strategy and its inplenentation: setting nore linited targets;
greater utilization of the conplenmentary expertise offered by other institutions;
st age- by-stage progranm ng of activities; enphasis on new training nethods;
strengt hening the basis of the programre w thin UNCTAD; increasing resources; and
nore systematic nonitoring.

77. In the second part of its thirtieth session in Decenber 1997, the Wrking
Party on the Mediumterm Plan and the Programe Budget considered the eval uation
report. It reaffirnmed the inportance attached to human resource devel opnent and

to UNCTAD s role in this respect, in accordance with the Mdrand Decl aration, and
invited the Secretary-Ceneral of UNCTAD to pursue his efforts to reinforce these
activities; it recognized the expertise and conparative advantage of UNCTAD in this
ar ea. It welconmed the neasures taken by the Secretary-General of UNCTAD to
strengt hen the TRAI NFORTRADE progranme and invited himto take into consideration
in this process the conclusions and reconmendati ons contained in the evaluation
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report and to subnit a progress report to the Wirking Party in 1998. It invited
donor Governnents and institutions to increase their contributions to the programme.

78. At the tine of witing, the further devel opnent of the TRAI NFORTRADE progr anme
is under consideration in the light of other relevant activities of UNCTAD and the
preparations for the Lyon Partners in Devel opnent neeting. Additional information
will be provided to the Wirking Party and the Trade and Devel opnent Board on this
matter.



