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The meeting was called to order at 10.10 a.m. rates, which had had a perverse impact on the ability of their
economies to stabilize. Indeed, a close look at the structure

] . of the deficits in the majority of those countries showed that

Panel discussion on the state of the world economy  {he primary deficit was very close to balanced. The largest

1. MrKregel (Johns Hopkins University, Italy) said thatProportion of the fiscal deficit was made up of interest
there was an increasingly substantial risk of the possibiliBayments on outstanding debt. When increases in interest
of a global recession that could resemble the deteriorationf@fes were used in order to stem capital outflows, that meant
the 1930s. The previous year’s meetings of the Internatiorigft financing costs, the interest burden on outstanding debt
Monetary Fund (IMF) and the World Bank in Hong Kong ha@nd the fiscal deficit were being increased simultaneously.
predicted that the Asian financial crisis would have only However, the resulting cutback in expenditures had a further
minimal impact on the performance of the economid¥gative impacton growth. Atthe same time, the increase in
involved and very little, if any, impact on the globalammy. interestrates produced a damper on investment activity in the
The meetings had stressed the positive benefits that develogemestic private sector. Unfortunately, foreign lenders
economies might gain as a result of the crisis in terms Bfcame increasingly sceptical of thelap of countries to

declining commodity prices and reduced interest rates. repay such high intlerest rztes. The_refo:e,fthlf increase ig
. nterest rates simply acted as a signal of the increase
.2' Itwas now (_:Iear ”"?“ th_ose analyses had_ failed to taJr(lgkiness of lending to those countries and in many cases had
Into account the increasing importance of regional tradef(re]nded to backfire and to cause large outflows of capital
Asia. The breakdown of the financial system and of the '
stability of exchange rates in that region hadibght to a halt 5.  The drop in commodity prices and shift in the terms of
the interregional aspects of trade and subsequently mad#age had created downward pressures on demand in the entire
increasingly difficult for those countries to make the normaleveloping world that would lead to a decrease in real
adjustments by increasing exports and decreasing impofticomes and in demand for the exports of developed
Where such adjustments had been made, the reductiorc@intries, which depended on increasing their exports in
levels of output had produced an equivalent, in terms of loss@fgler to achieve growth. Both the European Union and Japan
in real income and losses in wealth, to that which had be#uld therefore be adversely affected by the changes
suffered in the developed countries in ti®30s. That occurring in the developing world. It was unlikely that the
particular impact had a contagion effect, spreading tRénited States Government could or would be willing to let

financial crisis in Asia to other developing countries. its economy serve as the single engine of global growth.

3. A |arge number of countries depended on Commodiﬁ)/ Mr. O’'Connell (Director, Centre for International
export earnings for fiscal revenues. For instance, one of tkéonomy, Argentina) said that in 1997, Latin American
basic causes of the recent financial diffiées in the Russian countries had seemed to be on a very active growth path.
Federation had been the sharp decline in commodity pricdd1eir gross domestic product (GDP) had been over 5 per
That country’s balance of trade had gone from a surplus #&nt, inflation had stood at a 50-year low and a larger
1997 to a deficitin 1998 — a reversal of about US$ 5 billiorRroportion of the increased capital flows into the region had
Such a substantial reversal in foreign earnings madebigen made up of foreign direct investment. The economic
extremely difficult for any country to sustain a stabl@nvironment had therefore been quite rosy. However, times
exchange rate. That was one example of the direct impactfd changed since the onset of the Asian crisis. The impact
the Asian crisis. Many Latin American countries, includin@f that crisis on Latin America had differed according to the
Venezuela and Mexico, which depended for fiscal revenutading ties of individual countries. Countries such as Chile,
on commodity sales, had been similarly affected. Fallifgcuador and Peru, which had very significant trade with
commodity prices had also had a negative impact é¥puth-East Asia, had been severely affected as a result of the
aggregate expenditures throughout the transition economfi@gline in commodity prices. In early 1998, the situation had
in central Europe and in Latin America. begun to look as though it would stabilize; however, after July

and August1998, it had become clear that it would not.

4. The other aspect of the response to falling CorandIIt|¥terest rates had shot up, the commodity prices of Latin

prices had been that international investors had tendEdAt%erican countries had declined sharply and foreign

increase their assessments of the riskiness of Iendingiﬁ?/estment had dried up. Consequently, the whole area’s

developing gountrles and even to W|thdra}w altogether fro lance of trade had deteriorated sharply and average current
such countries. In attempts to stem capital outflows, moggcounts were more than 4 per cent of GDP. Growtadasts
developing countries had substantially increased inter%satd been revised downward from between 3 and 4 per cent
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to 2 per cent. Indeed, favourable predictions at best put view, a globabetc crisis and depression was imminent
growth for 1999 at zero. and would be triggered not by the current problems in Asia

7 The continued downward revision meant that the worfJ the Russian Federation, but by a crisis in the United States
was becoming more aware of the seriousness of the crigf§°nemy that would spring from purely domestic sources. The
Latin America considered the current crisis as a replay of XP0't drag which the United States was experiencing as a

phenomenon with which they were all too familiar. They haffSult Of the current Asian crisis was very small in comparison
a feeling of sympathy for that region because its crisis, ik the United States’ GDP, which primarily reflected domestic

theirs, had gone unheeded for a very long time Latﬁ]onsumption and investment. In the first half of 1998,

American countries in thel980s had become Capitalconsumption in the United States had grown at an average

exporters and had lost an entire decade. Indeed, more thzf}{lgual rgf of |6 per cent, but rr(]aal dlsgt))osable mr::ome T]a?j
decade since then, the consequences of that crisis wire yicrease ydog y3('j5 per c_:e(r;t. -:— € gap etwelen t_ € twoh_ah
being felt. As a result of huge increases in interest rates, LaHﬁen covered by a dramatic decline In personal savings, whic

American countries had found it increasingly difficult tdﬁad drop_ped to 2 historic low of only 0.5 per cent O_f total
service their foreign debt. The result was a cessation _%?rsonal income. However, that pattern of overspending and

lending, a similar situation to that of South-East Asia toda&;]c_reased borrowi_ng was already changing, and consump_tion,
which was the main engine of growth, would probably decline
8.  Latin American countries had decided to opt for a neygpidly in the rest of 1998 and in 1999.

development model which consisted of privatization, State . ) .
withdrawal from economic activity and the opening up ofthél' Investment in the United States had also boqmed in the
economy. Those reforms had taken place in the €090, first half_of ;998. Hovv_ever, a number pf factors, m_cludmg
when capital had started flowing again into Latin Americdne declme_ in the profits of non-fl_nanC|aI secto_rs since late
The capital flows had led to an overvaluation of exchang]egw’_ the increased cost of capital, the creation of excess
rates, an increase in foreign debt servicing, and very hi&ﬁpamty, the poor outlook for future demand and production

growth coupled with current account deficits, which had mac,?epd negative eXP‘?” growth, were working t(,) SIQW down
Latin American countries extremely vulnerable to anipves.tment.. In add|t|qn,'the hegative psychological impact of
cessation in capital flows. The 1995 crisis in Mexico had be he financial turm(‘?'n in the rest of the ’\’/vo.rld had been

very different from the present situation; that country hafccentuated by the "irrational exuberance” — in the words of

recovered very quickly because of massive financial supp('il?? United Stgtes Fepleral Reserve Board Chairman —ofthe
from the United States of America stock market in the first half of the year. The United States

would probably follow the pattern described recently by Paul
9.  Thus, one key lesson to be drawn from the Mexicapker in relation to Thailand’s situation, in which success
crisis was that massive financial support was needed from th&d overconfidence, greed overcame prudence, unexpected
larger, advanced economies. In the case of the South-Egsfelopments at home or abroad raised doubts, fear became

Asian countries, Japan had to promote more active growtipntagious and, if excesses were widespread enough, a
The advanced countries also needed to reduce their intes@sincial crisis became an economic crisis.

rates, better manage demand and accept some payment and

trade restrictions. Countries should also be allowed tdipe 12.~ Anumber offactors led him to believe th_at the .Un|te.d
States economy would slow down and experience financial

the World Trade Organization (WTQO) for balance-of: bil q K I hereby leadi lobal
payments redress. Moreover, some trade restrictions dfigtability and market collapse, thereby leading to a globa

exchange controls might be needed to organize the dg@pression. The first factor was the United States economy’s
situation. The IMF Compensatory Financing Facility window € Ven-year expansion, the longer Zp,er'or? onemic boom, dl
might have to be reorganized to include compensation for t £ more excesses were created in the system. Secondly,

cessation of lending and collapse in capital flows. In view §"ind 10 the globalized nature of the world's economies, any
the moral hazards involved in such a situation, a change mi

cline in the United States economy, capital markets or
perhaps be needed in the attitudes of IMF and priva anking system would strongly affect the rest of the world and

creditors. In that regard, mechanisms that allowed IMF gpuld resultin a vicious circle in which economies reinforced
support countries witout obliging such countries to complyeaCh other’s decline. Thirdly, the current situation represented

immediately with debt servicing should be envisaged. the. first occurrence _Of a recession in a deflauonary

_ _ _ environment; an analysis of the economics of deflation would
10. Mr.islam (President, BRN Associates) said that 199¢herefore be required. Lastly, the United States President's
would probably be the year in which the world economigomestic political problems had resulted in a lack offtal
situation would most closely resemble that of 1929. In his
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leadership by the main economic Power, which was also 18r. Kregel said that the fiscal budgets of many
reminiscent of the situation in 1929. ogntries were crucially dependent on commodities. For

13. Mr. Verbeek (Netherlands) said that Mr. Islam haaexample, the Russian Federation’s economy, which had once

made little reference to the potential causes of conflict in tlﬁj@pe”dled r;ostgeavny on trade in maméfa_cture_lt_jhgo?dﬁ, was
United States economy. Heomdered whether the processe§UI"eNty based on primary commodities. The fall in
described by Mr. Islam had been generated by the globcﬁmmOdIty prlces_had change_d that _c_ountrys bala_nce of
situation, rather than representing autonomous procesB8¥Ments from positive to negative. In atioh, by reducing
within the United States. With respect to Mr. Kregel'dn® taxable income of primary commodity exporters, from
comparison of the current situation to that of the 1930s, fd'0M taxes were ea5|esthto collectl, It hakd r;ad#ced fiscal
said that some similarities in the general dynamics might 6gvdenue_s. I':] rgspogse’ t %_Ic_:entra hBan of the Russian
offset by changes in the relative weight of individual factorgz.e _erat_lon ad tried to stabilize exc ange rate; to attract
For example, the importance of some commodities aScgpltal inflows from abroad. As commodity prices had

component of GDP had decreased, while the importancefjcﬁd'ned’ Its d_epend_enc_e on foreign cap_|t_al flows had
services had increased. increased, creating a situation of extreme fragility. As foreign

lenders had recognized that falling commodity prices were
14. Mr. Wyatt (European Community) said that it was,egatively affecting the country’s ability to repay its loans,
important to avoid both complacency and excessi\Bey had increased risk premiums on their loans to the
pessimism. In the 1920s and 1930s, the general trend h&gssian Federation. The resulting decline in inflows had put
been towards trade restrictions, which had negatively aﬁedﬁﬂassure on exchange rates, reduced reserves and culminated
the world economic situation. In contrast, the current 0pgR g crisis. The Russian Federation was not the only country
world trading system was being maintained even in the fage which fiscal balances were largely determined by
of financial difficulties and would ultimately be useful forcommodity prices. Mexico and Chile were in the same
dealing with the current problems. With respect to financiaﬂosition with regard to petroleum and copper prices,
markets in the United States, it should be borne in mind thl%tspectively. The situation was even more acute in developing
the current level of stock prices was far from beingoyntries that had entered into loan agreements or embarked
excessively low; stock prices were even higher than they hggl gomestic stabilization policies that required them to
been at the time the Chairman of the United States Fedegalance their fiscal budgets, since commodity price decreases
Reserve Board had said that they revealed an “irration@ndered them unable to honour that obligation without
exuberance”. Moreover, there was a general awareness of¢[ing government expenditure, thereby reducing domestic

dangers and difficulties to be faced, and efforts were undgémand and exacerbating the impact of those price decreases.
way to find the right policy responses. For example, some

countries had already begun to lower interest rates. WiHj With respgct to the curr.ent open trading sy.stem, he
respect to East Asia, Japan was coming to grips with | glnted out that, in the current circumstances, countries would
difficulties, and small signs of recovery were apparent iWOb?‘*?'y incregse their attgm_pts to contr.ol trade thrpugh
countries such as Thailand, whose stock market had rigdipVisions available both within and outside WTO, since

considerably in the past few days. He agreed with Mr. Kreg‘é?untr_'es in crisis must strike a balanc_e betwegn their
that the effects of changes in commodity prices We'reommltment to free trade and their commitment to income
important, but pointed out that those effects were Veg;owth for their citizens. Moreover, open trade in a context

complex: for example, many individuals in developing®' WOrldwide deflation could do little to support global
countries might stand to gain fromiiag commodity prices, demand and employment. He agreed that it was important to

while others in developed countries might stand to lose. take anantage of multilateral institutions, since the current
] . dynamic of the global economy would not, by itself, produce
15.  Mr. Desai (Under-Secretary-General for Economic ang return to the conditions of a few years earlier.

Social Affairs) said that delegations seemed to be questionin

whether the world economy was really in a situation similaflrg' Ms. Linde (United States of America) said that her
0 the pre-1929 period, in view of three main factors: thgoUNtry was not in a recession. She was concerned about Mr.

greatly reduced importance of commadities, both for nationg COnnell’s proposal that the IMF Compensatory Financing
cility should be refined to include compensation for the

income and in the dynamics between countries; the continuih _ ) _ , ,
sation of commercial lending. With respect to Mr. Islam’s

acceptance of open trading regimes in most key markets; h ) bined with deflation had b
the availability of an institutional structure to facilitate®OMMment that recession combined with deflation had become

multilateral responses a possibility, the effects of recession coupled with inflation
would be far worse than those of deflation. In general, much
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had been said about the role of the United States as the engitiee meeting was suspended at 11.45 a.m. and resumed at
of growth for the world’s economies. However, the United1.50 a.m.

States Government had argued vigorously that countries

should not rely on exports to the United States as their malgenda item 91: Macroeconomic policy questions

source of growth. Instead, they should diversify their expoftontinued)A/53/60, A/53/62, A/53/69, A/53/185)

markets by developing regional markets and trade among))

) . Financing of development, including net transfer
developing countries.

of resources between developing and developed
19. Mr. O’'Connell said that the example of Latin America countries (continued)A/53/228, A/53/398)

was actually encouraging to him, as the measures it had takzg)

to emerge from the crisis of the 1980s had prepared it t i i
weather the 1995 crisis. He therefore preferred to compare (A/53/373, AI53/72-S/1998/156, A/53/95

the current situation to the 1970s and 1980s rather than the S/1998/311)

1920s and 1930s. 25. Mr. Powles (New Zealand) said that his country had

20. The United States was still considered the “buyer of Ia%thlgh I(_evel of trade with its nelghbou_rg in Asia, and a_large
proportion of its exports were commodities. As a result, it had

resort” to absorb exports from the rest of the WO”Q‘ yet Been significantly affected by the financial crisis, but it had
more balanced pattern of growth was necessary, with mare

. . chund that eonomic reforms implemented over the past
activity in the economies of Western Europe and Japan. Mug ; .
: S ecade had made its economy more resilient and able to
of the current instability in exchange rates was due to the . . .
. . . withstand the current storm. The international community
imbalance among those three major economies. .
must work together towards a long-term solution to the
21. Markets in South-East Asia were highly integrated, angktability in financial markets. Domestic policy reform was
therefore contagion had spread through that region by meafgourse essential, but the crisis also raised systemic issues
of trade. It was still too early in the crisis, however, to telfegarding the volatility of capital flows and the suitability of
whether the global trading system would be able to withstamigle current international financial architecture. A careful
protectionist pressures, as the South-East Asian countries bathnce was needed in reforming the financial system to stem

not yet increased their exports. unwarranted panic but also to avoid the hazards dirtzpout

22.  Finally, he agreed that a strong institutional structut8Vestors who had given insufficient regard to risk factors.
did exist, and although everyone might not agree on ﬂIM_F had_ b_een frequently crlt_|C|zed and, in retrospect, some
diagnosis, all parties did agree that the crisis was global 9tits policies could be questioned. However, the magnitude

was of critical importance, therefore, to put the institutionlf the task it faced should not be underestimated. His
machinery to good use. delegation saw benefit in ensuring that IMF received the

) ) _ support and resources it needed to carry out its functions.
23. Mr.Islam said that the duration and depth of the crisis

would depend on the policy and market response. TRE- The involvement of development banks in providing
standard procedure was to prime the fiscal pump with mond&/9€, quick-disbursementloans, if such lending placed at risk
and that was already beginning to happen. The view that tqu)@ger term operations, should be carefully reconsidered.
United States would enter a recession in 1999 was not [F4/€n the pressures on development bank resources,
alone; Wall Street investment houses were already predictifgasures must be taken to ensure their financial soundness
that scenario. A major interest rate cut was also to @@d.the availability of sufficient funds for their core aqtles.
expected. Japan was currently in a classic liquidity rate cridldMight be necessary for borrowers to face some increased
and was still experiencing deflation. In his view, condition§OStS, provided that the burden was shared equitably and that
in 1998 were most similar to those which had prevailed !l donors met their replenishment obligations. The
1928, but it was unlikely that history would repeat itsel@raduation policies of development institutions must also be

exactly. The deep concern over the financial crisis waased on analytically sound criteria, including consideration
actually good news, because it was likely to SpLRfeconomic and environmental vulneikity, particularly in

Governments and international organizations to action. the case of small island developing States. His delegation also
looked forward to an open and constructive dgue on the

24.  Mr. Desai (Under-Secretary-General for Economic angonyening of a high-level international and igevernmental
Social Affairs) said, in conclusion, that the current crisis Wagnference on development financing.

systemic, and therefore a robust global and multilateral ) ) .
response was needed. 27. New Zealand recognized the strain that unsustainable

levels of debt placed on the world’s poorestuatries. Much

External debt crisis and development(continued)
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could be achieved if the funds currently used for debt practical and action-oriented direction. For some time, most
servicing could be freed for spending on basic social services developing countries had not seen much improvement in the
in health and education. For its part, all of New Zealand’s unfavourable external environment, and at the same time, the
ODA was made available in grant form. New Zealand rapid pace of globalization had confronted them with new
welcomed the progress made thus far under the Heavily challenges. The international community must take action to
Indebted Poor Countries (HIPC) Debitiative and believed inject new vitality into international economic cooperation

that it was important to accelerate the process. It favoured a for development, which was in the long-term interests of all.
flexible, case-by-case approach to qualification criteria and The discussions on development financing should focus on
the level of debt relief to be provided. intergovernmental cooperation. Although a country's

28. Inconclusion, his delegation hoped that the econonﬁgvelopment must be achieved by relying on its own strength

crisis would force the international community to contemplaf%nd resources, dlscus_smns W'.thm the U_nlted Nations forum
those issues and their solutions with new clarity. could focus on international action that might be taken. Many

) ) ] ) ~developing countries simply could not meet their development
29. Mr.Kamal (Pakistan) said that, while the internationaheeds from domestic resources.

community had achieved consensus on human-centred . . ) )
development, it had failed to provide commensurate financiaf- The importance of private capital should be recognized,

resources to realize that objective, and in fact resourc@'é)r_‘g W!th Its I|m_|tat|ons and potential risks. Motivated t_)y

allocated to development had declined. Since the beginniﬂ@?f't' private capital flows very often bypassed the countrlgs
of the 1990s, private financial flows had been presented tr;@t needed them most. _'V"?fe often than not, p_nvate cap!tal
a panacea for economic development, but those flows h‘é(ﬂmd not move to the pr|or_|ty areas qf economic and_soual
been concentrated in a relatively few countries. The receqft've'()pm('}nt in the developing countries. Its speculative and

crisis had revealed, however, that they were volatile aﬁ@stable nature could also trigger financial and monetary
highly undependable crises that could inflict heavy losses on developing countries.

Therefore, world financial and monetary stability must be
30. The preoccupation with the financial crisis should n@ginforced.

divert attention from addressing the particular case of Africa. L

The urgency of providing development financing to Afric5’4' AI_though the IMF Debt Iniative was welcome, the_re_
was greater than ever. Africa’s debt overhang was a constifit> St'_” far to 90 tf) resolve th_e externa_l debt crisis.
drain on its meagre resources, and debt-relief initiatives hHHernat_lonaI organgﬂons and cr_e_dlt_or countries must SPeed
not effectively solved the debt problems of the AfricaitP the |mplemen_tat|or_1 of the Inltlat|ve_ and _shoul_d_prowde
countries. A global comprehensive initiative would p&uPPOrt to countries hit by the recent financial crisis.

required, and his delegation therefore fully supported the 35. The ad hoc open-ended working group should conduct
proposal of the Organization of African Unity (OAU) foran a comprehensive review of the various channels of
international agreement to clear the entire debt stock from the development financing and should focus on mobilizing
poorest countries in Africa within a reasonably short period political will to reverse the decline in ODA, promoting

of time. greater flows of direct foreign investment to larger numbers
%fddeveloping countries, a comprehensive analysis of the

31. On several occasions, the developing countries h i : ) s -
proposed that a high-level international conference on tRRerations of international capital markets, strengthening of

financing of development should be held, and with thgarly—warning and crisis response meghanisms, gnd afinal
adoption of General Assembly resolution 52/179, stej@lution to the debt problem of developing countries.

towards organizing that conference would begin. The ad hoc 36t Osio (Nigeria) said that the current discussion on
open-ended working group to prepare recommendations on development financing was a clear indication of the
the form, scope and agenda of the proposed conference should leadership of the United Nations in the economic and social
emphasize the fact that the conference should address the spheresl®8@se discussion of financial and monetary

issues of the international monetary system, market access and issues had moved from the United Nations to the Bretton
development in an integrated manner, with a particular focus Woods institutions, which had a great deal of high-level
on Africa. technical expertise; however, that expertise had not been able

32. Mr. Shen Guofang (China) said that his delegationto determine the best way to tackle the political and social

hoped that the ad hoc open-ended working group to G@nNSequences of the international financial situation. The
established under resolution 52/179 would steer trlrgtimate goal of the United Nations in the economic and social

discussions on the issue of development financing in a mdlfg/ds was to promote social progress and better standards of
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living in larger freedom. Of course, those essentials of Initiative. Firstly, insufficient funding would impose
development required enormous financial resources. In an  counterproductive financial constraints on thiti&teke. In
increasingly interdependent world, financing of development He urged donor countries which had not yet done so, to
required partnership and pooling of resources so that they honour their commitment to the Heavily Indebted Poor
could be transferred from points of overflow to points of need. Countries Tomt.FSecondly, the process of qualification
Development required investment in infrastructure, for debt relief was indeed quite slow, and Switzerland had
communication, education and health as well as sustainable spoken in favour of a two-year extension of the application
economic growth. The steady decline since 1992 of ODA period. Shorter pehioalsl Sorm the exception rather than

from the industrialized auntries must be reversed. Whereas the rule, applying only to those countries whose performance
the Netherlands and the Nordic countries had met their levels in the area of reform were deemed satisfactory.
obligations, the members of the Organisation for Economj _ Thirdly,
Cooperation and Development currently averaged less tf}ﬂ@m '
a third of the agreed target of 0.7 per cent of GNP.

it was essential that debtor countries
selves played a stronger role in the process of debt
strategy analysis. To that end, his country, together with

37. The surge in resource flows to the developing countries  Austria, Denmark, Sweden and the United Kingdom, had
during the 1990s had been made up almost entirely of private launched a capacity-building and debt management
capital flows which had gone to a relatively small number of programme which had been particularly active in Africa and
countries. As the Asian financial crisis had shown, not all Latin America in 1998.

developing c'ountries that receivadge private gapital flows 42. He stressed that the Debt Initiative was an exceptional

had been wise to count on them to fund their developmegllt]d temporary measure aimed at strengthening the

plans. For Africa, where the vulnerable economies had not

i ) lementation of viable and lasting economic policies with
yetbeen exposed to economic contagion, a global partnersgﬁew to poverty elimination. Switzerland was committed to
in policy design and execution was required to establish

. ional fi ial archi q hich alb i Aat process, especially with respect to heavily indebted
mtc(;:rna'ilonad magcc;a arlc |Fecture unldeLWbIC albeomies dcountries that were prepared to adopdamental economic

— develope gn _eve oplng—.wou .e e"[ter. prgtegte ald structural reforms to resolve the deadlock.

concerted action with the multilateral financial institutions. )

Mr. Gomez (Nicaragua) said that his country’s inability

- : .4
38. The external dept crsts, wh|ch was mO_St acgte N th& service its debt without jeopardizing social and economic
least developed countries, most of which were in Africa, he owth had proved that the current financing of the economy
the development gfforts of those countries hostage bleca ¢ not meet the demands for growth and competitiveness.
of hugg debt.-serwcmg costs and kept future ge_:neranons er a brief outline of the domestic debt crisis, he noted that
their citizens in perpetual debt bondage. The vicious cycle Ris Government had turned its focus to the implementation
indebtedness had contributed to the inability of mo%% an IMF agreement based on fiscal corrections and
developing countries to attempt further implementation Uructural reforms. Furthermore, Nicaragua had rescheduled

structural adjustment programmes for fear of social unregls ot servicing with the members of the Paris Club over
In conclusion, he called for speedier implementation of ﬂ}ﬁ/o years

IMF Debt Initiative and for Governments and leaders to show

the political will to facilitate development financing and#4- Nicaragua needed support in order to fulfil its

resolve the external debt crisis. obligations, satisfy social needs and update and streamline its
. . ) productive machinery to sustainably develop its
39. Mr. Beti (Observer for Switzerland) said thatcompetitiveness and integration into international markets.

Switzerland fully §hared the concerns expressed_b.y tt&'f‘t ough Nicaragua’s debt burden had been reduced to just
Secretary-General in his report on the external debt crisis r one half of the 1990 figure, the@womy still suffered

dgvglopment (A/53/373). Rgnt developments ) hadfrom short-term liquidity problems and medium- and long-
highlighted the need for an effective framework of action f erm insolvency. Structural adjustment programmes and

tackling the debt crisis. To date, Switzerland had offered de ﬁmestic austerity policies had imposed too high a social cost

relief to approximately 20 countries under a special biIaterg the population. Current structural adjustment programmes,
programme. while necessary, were inadequate to achieve economic growth

40. Substantial progress had been made in the atsustainable levelsinorder to alleviate poverty and curb the
implementation of the Heavily Indebted Poor Countries Debt  erosion of national resources.

_Initiative, ye_t Switzerlan_d was concerngd t_)y certainding 45. External debt servicing represented 40 per cent of the
issues which undermined the functioning of the DeQ}alue of exports, and poverty levels were at an unprecedented
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high, while per capita consumption and investment levels 51. In 1998 many Africantries needed additional

were in decline. Nicaragua and other heavily indebted financial resources to counteract the negative effects of the
developing countries had entered a vicious cycle oheenic  financial crisis in Asia. As shown in the Secretary-General's
disintegration, and it would take more than a generationto report, net direct investment flows to Africa were
return to the standard of living it had enjoyed at the end of the comparatively low compared to similar flows to Asia, Latin
1970s. America and the Caribbean over the previacade. Africa

46. Mr. Rahmtalla (Sudan) said that Africa was still_had been marginalized with respect to foreign direct

suffering from a heavy debt burden, which was growing at dpvestment. It was therefore crucial for developing countries,
alarming rate: in 1995 it hacached US$ 322 billion, or 65.3 SPecially the least developed, to attract capital and
per cent of the value of African exports. Falls in exporlpveStmemS' In so doing, high priority should be placed on

revenue made it difficult to repay loans and, in consequenége promotion of democracy, transparency and good

arrears built up and debt-servicing costs rose. He feared tRQrernance, the fight against corruption, the establishment

the current crisis in financial markets would reduce th%'c infrastructure and a proper legal framework, and the

amount of money available for ODA to the least deVekmer&aintenance of peace and the stability of nationaituasons.
countries, of which 33 were in Africa. 52. He wondered how development goals could be

47. Despite the political risks involved and the SOcia{raconciled with the profit motive, and what measures could

suffering entailed, and regardless of the harsh econonif take_n to prevent_ forelgn m_vestment from further
sanctions imposed upon it, the Sudan was making every eﬁsﬂtren_c_hlng poor cour_ltnes n the mire of debt_. In view ofthe
to carry out a programme of economic reform ApprecialeStab'“ty of international financial flows, his delegation

results had been obtained, demonstrating his country’s sinc Féleved that the pr_oposal ma(_je by the Commlssmn for
desire to implement such reform, repay its debts a velopment Planning concerning the establishment of an
normalize its relations with the international financiaﬂm("rnat'Onal mechanism for the monitoring of private capital

institutions and the donor community. The IMF Executivgows and investments deserved thorough review at the

Board Assessment of the Sudanese economy published’ﬂprOprIate level.

April 1998 remgnized that sincerity, saying that real 53. The States members of the Organisation for Economic
economic growth, inflation, fiscal and external sector Cooperation and Development (OECD) were currently the
performance in 1997 had been in line with, orcegded, main ODA contributors: Denmark, Norway, the Netherlands
initial expectations, and that tH998 programme marked a and Sweden had been thedonlyrs to reach the United

clear departure from past reform attempts. Nations target in 1997. His delegation wished to take the

48. His delegation shared the concern expressed by ﬁ@ortunityto invite other developed countries to flitynour

Secretary-General in his report (A/53/373) with regard to tﬁBe'r commitment to Increase the volume of resources
slow implementation of the Heavily Indebted Poor Countrie‘%vallable for development finance.

(HIPC) Debt Initiative, and agreed that the complex process 54. The basic resources of the United Nations Development
should be reviewed. In order scelerate implementation of ProgramniéNDP) should be substantially bolstered in

the initiative, all the suggestions put forward in paragraph 67 order to allow the Programme to carry out its principal task

of the Secretary-General’s report should be adopted. of financing the operations and coordination of development

49. He hoped that a comprehensive and unified strate@gHVities within the United Nations.

would be adopted in order to resolve the debt problem, 55. His delegation supported the recommendation made in
thereby permitting developing countries to participate in both  the Agenda for Development for closer collaboration between
development and the international community. the United Nations and multilateral develop ntieunti ames.

50. Mr. Todjinou (Benin) said that although domesticIV!oreover, thorough preparations should be made for the

savings, direct foreign investment, and ODA were the maj _,lgh'k_?Ve', intergovernmental co_nsideration of the_topic of
|pancing for development. Benin supported the in-depth

sources of development finance, it was sometimes diffic e

to mobilize domestic savings for investment. Increaseec?(am_'na“on to be conducted by the ad hoc open—en_ded

private capital flows, coupled with technology transfer, couIWOrklng group, pursuant to General Assembly resolution

stimulate sustained economic growth which would, in turr?Z/l?g'

encourage such savings. 56. Some measures had been adopted to alleviate the
developing countries’ debt burden, but those measures had
been limited to certain privileged countries. Much remained
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to be done for poor countries that were strivinggod faith,  powerful financial groups and by the presence of actors such

to honour their debt service commitments in spite of the as risk assessment agencies. Venezumtainasd:that
enormous difficulties they faced. Benin was confident that the discussion of international financial and monetary issues
development objectives could be reached if the Governments must have a permanent place on the agenda of the United
of the region showed greater solidarity and political will. Nations, thereby promoting the exchange of ideas between

57. Mr. Guglielmelli (Venezuela) said that the ad hoéhe United Nations and the Bretton Woods institutions.

open-ended working group to be established during the 62. Venezuela had been particularly affected by the decline
current session of the General Assembly should provide the in commodity prices. Given the large share of tax revenues
parameters for consideration of one of the major items on the provided by the oil industry, the Government of Venezuela
international agenda. A solid international economic and had found it necessary to adopt and implement a series of
financial basis which generated adequate and sustainable drastic monetary and fiscal measures aimed at controlling
assistance was a prerequisite for the achievement of expenses and balancing monetary and fiscal accounts.
appropriate development assistance. Venezuelawas also greatly concerned by the heavy external

58. The consideration of financing for development mugtEbt burden on developing countries, as well as by its high
ryice cost. It was high time to explore new and flexible

have a broad agenda encompassing the most relevant asp%% yice
of international cooperation for development such as OD)S\nOdaIItIeS of payment to reduce that burden. Furthermore,

private capital flows, the reform of the international financidl €W formulas should be explored that would help to soften

and monetary system and innovative sources of financing f@p conditions imposed on debtor countries to live up to their
development commitments. It was necessary to create alternatives that did

] . ) not affect national programmes, but allowed for economic
59. Development finance was an issue of key interest §eowth and social development.

countries such as Venezuela, particularly with respect to the .
successful coordination of economic and social strategies,Ta{%e meeting rose at 1 p.m.
well as to strategies related to access to stable aodyztive

sources of financing that allowed for democratic governance

and the viability of development projects. His delegation
believed that it was necessary to consolidate, within the
framework of multilateral decision-making institutions, a

position that reflected the region’s current role and its
potential in the international economy. It was necessary to

launch and maintain initiatives to increase ODA, ensure the
replacement of resources for development financing
institutions and the IMF Debt Itiative. The United Nations

must become the highest political forum for the discussion

and consideration of important issues affecting the
international economy such as development finance, as well

as the redesign of the structure of international finance.

60. The recent financial crisis had brought-faaching
consequences which affected both the developed and
developing countries. A common denominator of financial
crises was its effect on economic growth and development.
Venezuela therefore called on the international financial
institutions to strengthen their role of monitoring the slitjo
ofinternational monetary and financial systems through the
reinforcement of early-warning mechanisms as well as
through their capacity to assist countries affected by financial
upheaval.

61. The manifestations of globalization had demonstrated
the imperfections of the international financial and monetary
system, which had been characterized by the impact of



