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I NTRODUCTI ON

1. At its 886th (opening) plenary meeting, on 13 Cctober 1997, the Trade and
Devel opnent Board decided to establish a sessional conmttee of the whole
(Sessional Conmittee Il) to consider and report on the foll ow ng agenda item

“UNCTAD s contribution to the inplenentation of the United Nations New
Agenda for the Devel opnment of Africa in the 1990s: perfornmance, prospects
and policy issues” (agenda item)5)

2. At its first meeting, on 20 Cctober 1997, the Sessional Committee el ected
M s. Agnes Yahan Aggrey- Ol eans (Ghana) as its Chai r per son and
M. Rénald Clérisme (Haiti) as its Vice-Chairnman-cum Rapporteur

3. At t he first part of t he Board’ s forty-fourth sessi on
Sessional Conmittee Il held 1 formal neeting.



TD/ B/ 44/ SC. 2/ L. 1
page 3

Chapter |

UNCTAD S CONTRI BUTI ON TO THE | MPLEMENTATI ON OF THE UNI TED NATI ONS
NEW AGENDA FOR THE DEVELOPMENT OF AFRI CA I N THE 1990s:
PERFORMANCE, PROSPECTS AND POLI CY | SSUES

(Agenda item 5)

4, For its consideration of agenda item5, Sessional Committee Il had before
it the foll owing docunentation

“UNCTAD s contribution to the inplenentation of the United Nations New
Agenda for the Devel opnent of Africa in the 1990s: performance, prospects
and policy issues” (TD/ B/44/12)

5. The Chairperson alluded to the heartening process of African recovery in
recent years. She noted, however, that there was little room for conpl acency
in that matter. Recovery had been fragile and prone to the vicissitudes of the
weat her and commodity nmarkets. The opportunity should not be m ssed of placing
growt h and devel opnent on a firmfooting in Africa. Anmong other things, arned
conflicts in Africa had a tendency to perpetuate instability and divert resources
from | ong-term devel opment, as well as to threaten regional peace and create
massi ve human di sl ocation and suffering. At the sane tine, and as pointed out
by the Security Council, African States had made significant strides towards
denocrati zati on, econom c reformand respect for and protection of human rights.
She recalled that the G3, in their recent declaration entitled “Africa:
Partnership for Devel opnent” at the G/ summt in Denver, had committed thensel ves
to support African countries through, anong other things, greater market access,
support by international financial institutions, and increased |levels of ODA

6. The Secretary-Ceneral of UNCTAD said that the differences between Africa
and the | east devel oped countries (LDCs) from other regions justified the need
for a separate treatnent of both groups of countries. Anong the characteristics
of Africa was the existence of extreme fornms of civil strife and the decline in
the ability of the state in that region to performits basic duties. One of the
consequences of these tendencies had been the destruction of physica
infrastructure in sone of the African countries concerned. G ven the

circunstances, it would not be reasonable to assume that market forces alone
could rebuild the necessary physical and social infrastructure. Such a task
requi red assistance from the international comunity. He also pointed to
di fferences in ecol ogical conditions between African LDCs and other LDCs. He
noted that the green revolution technol ogi es, which other regions had adopted,
were not easy to replicate in Africa, given that region's clinmate and soi
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condi ti ons. He added that the El Nifio phenonenon was currently dinmng the
agricul tural prospects of nmuch of the Sahel region. A third way in which LDCs
differed fromother regions was that nost of Africa | acked econom c |inkages with
nearby, nore prosperous countries. Unlike the Asian LDCs, for instance, a
"flying geese" type of devel opnent paradi gmwas not an option for nost of Africa.
In concluding, the Secretary-General of UNCTAD said that, despite the fact that
Africa was experiencing an econonm c upturn, and that the international comrunity
was showing signs of renewed wllingness to take up the issue of African
devel opnent, there should be no underestimating the nagnitude of the task that
| ay ahead if economic growth in Africa were to be sustained over the |long run.

7. The UNCTAD Coordinator for Africa provided a brief overview of the UNCTAD
report entitled "UNCTAD s contribution to the inplenmentation of the United
Nati ons New Agenda for the Devel opnent of Africa in the 1990s: Performance,
prospects and policy issues"” (TD/ B/44/12). He pointed out that the recent
econom ¢ upturn had not been acconpani ed by increased productive investnent, and
that the need for African countries to service their external debt had placed
a claim on export receipts that otherwi se could have gone into productive
i nvestment for sustainable growth. The decline in official devel opnent
assi stance (ODA) had also namde it harder for African countries to convert the
benefits of the recent upturn into inproved prospects for |onger-term growth.
Also in this docunent, the point was made that, wth industrial structures
typically weak, policies of rapid inport liberalization could not be counted on
to enhance productivity and pronote conpetitiveness. As for the opening up of
capital accounts, there had been a tendency for currencies in Africa to
appreciate as a result of larger capital inflows, which in turn reduced export

conpetitiveness and increased consunmer good inports. As for agricultural
policies, the weakening or dismantling of marketing boards had resulted in
i nproved rel ative prices being captured by traders rather than producers. It

was enphasi zed in the docunent that increased investnent in tradeable goods and
physical infrastructure was a prerequisite for sustained growth, and therefore
that debt relief and higher levels of ODA were necessary. Export pronotion in
non-traditional sectors had to be pursued, and in agriculture a balance had to
be struck between food sel f-sufficiency, surplus extraction and incone security
for producers.

8. After speaking about Africa's econom c upturn and the reasons behind it,
the representative of the African G oup (Nigeria) turned to the issue of
structural reforms in Africa. He pointed out that, despite mpjor efforts at
liberalizing prices and exchange rates, privatizing state-owned enterprises,

instituting tighter discipline over public expenditure, and renoving barriers
to trade and investnent, there had been very few successful stories of
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adj ust nent . Moreover, as pointed out in the Wrld Investnent Report, 1997

despite the reforns put in place to encourage foreign direct investnent (FDl)
inflows to the continent, Africa had continued to receive a limted and narrowy
directed anount of FDI. Draw ng on the Trade and Devel opnent Report, 1997, he
noted that the incone gap between African countries and the devel oped countries
had continued to w den, and that market access and nore investnment in physica

and human resources woul d be necessary to reverse that trend. He proposed that
a genui ne partnership of the international conmunity with Africa was needed, in
whi ch growt h and devel opnent woul d be placed at the core of the African econom c
obj ective. Devel opnent partners would conmplement the efforts of the African
countries by encouraging investnent flows to Africa and by providing effective
financial assistance in infrastructure and the pronmotion of comodity
di versification and non-traditional exports that would enable the region to
sustain its recent grow h. A speedy and substantial reduction in the debt
overhang problemwas also critical if the present upturn were to be followed by
sust ai ned economc growh. Such relief, conbined with increased ODA, woul d ease
t he bal ance-of -paynents constraints, induce increased private investnent and
growth, and free resources needed for governnent investnent in physical and
social infrastructure. It would help, however, if the nunmber of conditionalities
related to the transfer of resources were reduced and limted to the attai nnent
of directly relevant objectives.

9. Wth respect to the Uruguay Round Agreenent, he noted that Africa was
likely to incur sonme losses in the short and nedium term as a result of the
Uruguay Round. These would arise fromthe erosion of preferential treatnment of
African exports under the Lone Convention and the generalized system of
preferences (GSP), as well as the higher inport cost of foodstuffs likely to be
experienced by net food-inporting countries. He proposed that the product
coverage of preferential treatnent should include sensitive products of export
interest to African countries, and that restrictive rules of origin should be
rel axed.

10. The representative of Mrocco focused on the inportance of adapting the
recent economic upturn to a path of sustained economic growth. He pointed out
that relying on traditional exports for continued growh would not be sufficient.
Export receipts should serve to generate new productive investnent in the export
sect or. VWhile recomending the pronotion of horizontal and vertica
diversification strategies, he enphasized that the major obstacle to capita
accurul ation and investnent for that purpose was the debt overhang and the
resources needed for its servicing. He also pointed out that a strong and
evident |ink existed between debt servicing and the difficulty in reducing
poverty in Africa. Mreover, he said, a solution to the debt problemhad to be
found if the continent was not to be marginalized. He welconmed the initiative
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of the heavily indebted poor countries (H PCs) but stated that it was inmportant
that it be inplenented rapidly and that its criteria be nade nore flexible. He
al so stressed that Africa would continue to depend on ODA FDI could only
conpl enment the role of ODA Even if FDI were increased, it would not be
sufficient in and of itself. In this connection, he regretted that agreed-upon
targets for ODA not only had not been net, but that overall ODA I evels had been
declining in recent years. That trend nust be reversed if Africa were to enbark
on a path of sustained growh. Finally, he said that clear objectives for Africa
in particular, as distinct fromLDCs in general, should be established. He noted
Wi th appreciation the support expressed for Africa at the G/ sumrt in Denver
by the United States, Japan and the European Union

11. The representative of the Asian Group and China (lndonesia) spoke about
the notable growh that had been recorded recently in a nunber of African
countries. He attributed nmuch of this progress to the liberalization of their
trade and investnent reginmes, the adaptation of their econom c structures and
the strengthening of their export capacity. He noted, however, that the recovery
woul d be short lived if the present econom c expansion were not translated into
new i nvestnent in physical and human infrastructure as well as in industry and
agriculture. Mreover, persistent problens were likely to remain, such as these
countries' access to markets, the volatility of comodity prices, and their
difficulties of access to capital and technol ogy. He argued that devel oping
countries' conparative advantage had continued to be partly nullified by the
conti nued presence of non-tariff barriers, the m suse of anti-dunping nmeasures
and countervailing duties, and the erosion of preferences. He joined others in
stressing the need for increased | evels of ODA and for debt relief, and wel coned
the HHPC initiative in this connection. He pointed out that since nearly al
the major problenms of devel opnment were global in nature, they could only be
effectively dealt with through a new gl obal partnership for devel opnent invol ving
bot h devel oped and devel opi ng countri es.

12. The representative of Luxenbourg, speaking on behalf of the European Union
took issue with a nunber of the findings of UNCTAD docunent TOY B/ 44/12. She felt
that the conclusions of the report overstated the risks inherent in countries

i beralization options and underestimted the positive effects that could be
derived fromcertain liberalization policies. She also said that the advocates
of Iliberalization policies in no way supported blanket and undifferentiated
approaches. She noreover expressed regret that the question of regional
integration had not been addressed in the report in connection wth
l'iberalization policies. 1In this regard, she nentioned that regional integration
could facilitate the exploitation of econonies of scale and create an econom c
space that was nore conpetitive, stable and attractive to foreign investors.
Wi | e acknowl edgi ng the risks associated with volatile capital flows and exchange
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rate novenents, she pointed out that the challenge for Africa of attracting FD
was of greater significance than any problenms that might arise fromvolatile
short-termcapital flows. She also went on to say that the docunent should have
analysed in greater depth the political and macroeconom c constraints that
inhibit investnent in Africa. Mre attention in this connection should have been
given to the questions of "good governance", such as appropriate regulations,
mar ket conpetition, transparency, an independent judiciary, and strengthened
custons services, financial institutions and other intermediaries. On the other
hand, she agreed with the report regarding the negative repercussions that could
acconpany, within the framework of agricultural liberalization, the dismantling
of marketing boards. Like the report, she expressed concern that exporters and
m ddl emen, rather than producers, had been the main beneficiaries of such
policies. She also agreed that debt relief through the HHPC initiative was an
i ndi spensabl e i ngredi ent for enabling qualifying African countries to aspire to
sust ai nabl e econom ¢ growh. However, the econom ¢ di mensi on was only one aspect
crucial to African devel opnment. She said that there was need for an integrated
approach to African devel opment that included political, social and environnmental
di mensions as well as purely econonic objectives.

13. The representative of China spoke about his country's ties with Africa.
Bet ween 1956 and 1995, he said, China had provided assistance in the formof over
500 projects in 52 African countries. That assistance had included training as

wel | as material and technical assistance. 1In 1996, China's aid to Africa had
exceeded US$ 4 billion, which was nore than four times the aid provided in 1990.
Al so, Chinese trade with Africa had grown rapidly in the 1990s. He predicted
that total Sino-African trade in 1997 woul d exceed US$ 5 billion. In order to

facilitate trade, the Chinese governnent had set up "investnment and trade
pronotion centres"” in 10 African countries, and a "Chinese industry devel opnent
zone" in one of these countries. He said that China would continue to foster
nodes of cooperation with Africa that would contribute to the latter's efforts
to achi eve sustainable growth

14. The representative of the Republic of Korea noted that African countries
in the past, despite their plentiful natural resources, had not been able to
benefit fromthe gl obalizati on process due to supply-side capacity constraints,
infrastructure shortcomngs and political instability. A though ODA had decli ned
in real value, he felt that FDI could play a positive role in the devel opnment
of African and other LDCs. He also nentioned that his country had been giving
over 20 per cent of its ODA to Africa. This assistance consisted of grant
projects, in-kind assistance and the dispatch of nedical teans and other
volunteers to Africa. Wiile ODA fromthe internati onal comrunity was inportant,
he stressed that the achievenent of Africa's devel opnment goals depended primarily
on their own efforts. They should have their own vision and the politica
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determination to bring it to fruition. International assistance could play only
a secondary, supportive role.

15. The representative of South Africa spoke of Africa' s economc upturn
largely in connection with the adoption by many African countries of sound
macr oeconomi ¢ and |iberalization policies that had enabled themto integrate nore
effectively into the global econony. He stated that the private sector, though
still nascent in nost African countries, was thriving; that the public
bureaucracy had been streamined; and that nore attention was being given to
efficient human resources management and devel opnent. He al so pointed out that
peace had been re-established in a nunber of fornerly strife-torn countries.
However, African governnents needed to do nore in ternms of adopting stable
macr oeconomi ¢ policies, creating an investnent-friendly environment and maki ng
their econom c practices nore transparent. At the same time, he pointed out,
in addition to the prinmary responsibility African governnments have for their own
devel opnment, a conduci ve external environnent was al so necessary. In particular,
the international community needed to deal on an urgent basis with the onerous
debt burden that practically all African countries faced. The internationa
community also had a responsibility for ensuring that the integration of Africa
into the world econony would be beneficial to Africa. This latter objective
coul d be acconplished by allowi ng favourable access for African commodities; by
facilitating the transfer of productive investment, technology and know how to
Africa; and by providing assistance regarding the negative consequences that
m ght arise fromvolatile short-termcapital flows.

16. The representative of Ghana spoke about Africa in terns of the region's
conpetitiveness in the world econony. He pointed out that despite clains by sone
observers that Africa could derive certain gains fromliberalization policies,
there were no automatic rewards for weak economes. The |iberalization policies
adopted by many African governments had exposed these countries, he thought, to
severe conpetition frominports and services, often with extreme repercussions
for domestic industries. African governnents therefore needed to adopt concrete
policies that would increase their conpetitiveness. They should work with the
private sector to devel op a congeni al atnosphere for the donestic production of
essential goods and services. Mreover, the private sector, governnents and the
i nternational comunity should work together to develop the infrastructure and
entrepreneurial skills necessary for donestic enterprises to become nore
conpetitive and able to withstand the onslaught of a liberalized econonic
environment. To avoid the pitfalls of overprotection, protection nmeasures shoul d
be selective and combined with financial support and access to relevant
t echnol ogi es. This was also true for export sectors where countries had a
natural conpetitive potential. Local business role nodels should be pronoted
to foster the enmergence of effective and efficient production units, while core



TD/ B/ 44/ SC. 2/ L. 1
page 9

busi ness groups, with full governnent support, should be supported as part of
an effort to entrench an entrepreneurial culture. Al private sector
participants, irrespective of political affiliation, ought to be encouraged by
African governnents to participate in the devel opnent of |ocal entrepreneuria
bases. International agencies could support these efforts to boost the
competitiveness of African econom es by providing concrete assistance ai med at
enhancing this entrepreneurial devel opment process.

17. Wil e congratul ati ng the UNCTAD secretariat on the preparati on of docunent
TD/ B/ 44/ 12, the representative of Senegal regretted that the docunent had not
addressed the question of the effectiveness of the United Nations New Agenda for
the Devel opnment of Africa in the 1990s (NADAF) technical assistance in
contributing to the econom c upturn of Africa. He agreed with the statenent
concerning the need of Africa for nore investnent, and indicated that the reason
why nore FDI had not entered Africa was because of the |lack of |egal safeguards
and ot her neasures that were consistent over time and thus could enable investors
to be confident of what to expect. The absence of such safeguards for FDI could
not be overcome by the attractions of tax-free holidays and other fiscal
i nducenments. Wth this in mnd, Senegal had joined two other African countries
to create an African institution called the O ganization to Harnonize the Rights
of Businesses in Africa (OADA). In noting that France, Japan and the
United Nations Developnment Progranme (UNDP) had financially supported the
establ i shnment of the QADA project, he expressed hope that the UNCTAD secretari at
woul d ook into ways to assist the setting up of OADA in Africa

18. The representative of Japan spoke about his country's support and technica

assi stance activities for Africa. He said that in 1995 his country had provided
nore than US$ 1.3 billion of bilateral ODA to Africa, of which US$ 748 million
was in the form of grant aid. He also nmentioned a nunber of initiatives
undertaken by his government to increase general awareness of African problens
and to consolidate cooperation on the part of the international community towards
the region. This included the 1993 Tokyo Conference on Internationa

Devel opnment, the 1997 ki nawa Conference for Devel opnent, as well as severa

international semnars in Tokyo on new devel opnent strategies. He mentioned that
a second Tokyo International Conference on African Devel opnent would be held in
1988 to review devel opnents since the first conference and to formulate a
progranme of action. The delegate al so spoke of his governnment's support of a
proj ect under inplenentation by UNCTAD in which the |lessons fromthe East Asian
devel opnent experience were to be exanmined in terns of their applicability to
African countri es.

19. The representative of Cuba focused on the issues of globalization and
i nt erdependence. He expressed appreciation and full support for the findings
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of the Trade and Devel opnent Report, 1997. He went on to conment on the w dening
gl obal inequality and marginalization of African and other poor countries as a
result of globalization. He spoke about the growi ng polarization of incones
within devel oping countries that was attributable to globalization. He pointed
out that it was wong to justify growing incone inequality as a price worth
paying for participating in the globalization process. It was regrettable that
the paradigmof liberalization policies formng part of the globalization process
had pushed to the margi ns ot her concepts and nodel s of devel opnent. UNCTAD in
this respect had an inportant role to play in analysing and providing technica
assi stance enabling developing countries to understand and manage the
i mplications for themof changes in international trade, investnment and finance.
He al so noted that his country had suffered fromthe Hel ns Burton Act and ot her
measures taken by the United States to hinder Cuba's devel opment.

20. The representative of Norway stated that the recent economic upturn in
Africa was fragile since it had remai ned vulnerable to fluctuations in comodity
prices. To achieve sustained growh, it would be necessary to utilize the
i ncrease in export earnings to upgrade industrial capacity and invest in both
physi cal and social infrastructure. That woul d eventually increase Africa's
competitiveness in export markets and reduce its dependence on inmported goods.
The debt burden and di mi ni shed fl ows of ODA, however, rendered those prospects
remote for many African countries. The HIPC initiative was essential for
reduci ng the debt burden, but its success depended on all parties involved to
accept the share of the burden that corresponded to them i.e., creditors had
to be prepared to grant debt relief in line with the proposals of the Bretton
Wbods institutions; donors had to provide the funds required; and debtor
countries had to undertake sound economic policies. He said that his country
woul d continue to press for 90 per cent debt relief in the Paris Club within the
framework of the initiative, and had urged all donors to neet the agreed ODA
target of 0.7 per cent of gross donmestic product (CDP).

21. The representative of Egypt noted that there were grounds for cautious
optim smregarding the inproved econom c performance of Africa. In turning to

docunent TD/ B/ 44/ 12, he was of the opinion that, besides differentiating between
North Africa and sub-Saharan Africa, it would have hel ped to have di saggregated
sub- Saharan Africa into distinct subregions, given that the performance of this
group had been diverse. He agreed with the statenment in the docunent that the
dearth of detailed data and information on African countries nmade anal ysis of
the region nmore difficult. Mor eover, he would have |liked to have seen nore
attention given to the role of the international conmunity in the sectors of
interest to African countries. In this connection, he welcomed the various
initiatives on Africa |launched by the United States, Japan and the European
Uni on. He regretted that the conclusions of the docunment had not been nore
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detailed with respect to the fall in investnent in the region, the conpeting
demand for resources presented by inport and debt-servicing requirenents, the
deterioration in Africa's terns of trade and the decline in manufactured goods
in many African countries. Future analytical work on Africa by the UNCTAD
secretariat, he felt, should include the role of the terns of trade, export
perfornmance, market access and investnment flows on African devel opnment, including
what further actions should be taken at the donestic and international |evels.
Ot her inportant areas, he said, were an analysis of the information
infrastructure in Africa, and how regional integration could contribute to
devel opnment in Africa. The approach adopted in the docunent of asking what coul d
be done to make the recovery in Africa sustainable should be continued in the
future anal ytical work of UNCTAD on Africa

22. The representative of the United Republic of Tanzania enphasized the

i mportance of infrastructure to the devel opnent of African econom es. He pointed
out that investment woul d not take place and that market access was not an issue
if products could not reach the markets in the first place. He noted that
despite recognition by the international community that inadequate infrastructure
was a bottleneck to African developnent, the problem of undependable
infrastructure remained. He then shifted his attention to agriculture, which
he noted continued to suffer fromprice volatility. Mre support of the Conmpn
Fund for Commodities by the international community was needed. In this
connection, he went on to enphasize the need for African econonmies to diversify
hori zontally and vertically in agriculture.

23. The representative of the O ganization for African Unity stated that any

attenpt to inplement an initiative that does not take into full consideration
the circunstances of small island devel oping countries in Africa would be futile
and counterproductive. Al so, the Common Fund for Commodities should play a
crucial role in providing special financial assistance for the pronotion of
commdity diversification in Africa. He endorsed the analysis provided in
docunent TD/ B/ 44/12 relating to investnent issues since investment represented
a priority area for African devel opnent. However, he was al so of the view that
the interactions between trade, investnment and environnmental policies should be
added to Africa's priorities with regard to the inplenmentation of UN NADAF.
UNCTAD shoul d conduct a study to pinpoint where investment is needed in order
to strengthen the institutional capacity that is necessary to inplenent
environnental policy in Africa.



