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Chapter I

TRADE POLICIES, STRUCTURAL ADJUSTMENT AND ECONOMIC REFORMS IN
DEVELOPING COUNTRIES AND THE INTERNATIONAL SUPPORT REQUIRED

(Agenda item 3)

Continued

49. The representative of Brazil emphasized that developing countries engaged

in reforms as a result of a general perception of the need to change models of

development. In most developing countries these reforms were linked to the

diagnosis that the previous development path was exhausted. Consequently the

reforms were not isolated measures, and were designed to redefine such

fundamental issues as the role of the State and the forms of financing

development, including the degree to which the economic system should be open

to international investment.

50. Unfortunately, the reforms were conducted in a situation of economic

weakness and instability, so that in many cases the measures were taken in

emergency situations without an adequate evaluation of their appropriate form,

timing and depth. In other cases, they were taken under pressure by

international financial institutions without regard to the national

specificities of the economies concerned. If reforms were to constitute a

step in the process of changing the development model, they should necessarily

take into consideration the specific economic situation of each country. For

example, in the case of Brazil, the import substitution model generated a

complex and diversified industrial base that was able to maintain growth as

well as a reasonable degree of technological updating. However, that model

was in crisis due to the increasing interdependence of productive structures

worldwide and the importance of technological inputs, both of which had

increased the costs of the model. The issues of selectivity and timing of

trade policy reforms were also very important, as well as the persistent

problem of financing the reform process. In that context, the constraint on

external resources remained an important obstacle to the attainment of

macroeconomic stabilization.

51. The fact that success in export expansion had not been the general rule

was clearly a threat to the long-term viability of the reform effort. In that

connection, trade policy reforms should not be conceived as a mere

liberalization of imports, but as part of an effort to change the model of
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development into a new model that was more closely integrated into the world

economy. It was widely recognized that the asymmetry between the developing

countries’ trade openness and mounting protectionism in developed countries

was the single most important obstacle to the success of economic reforms in

developing countries.

52. The viability of the simultaneous efforts made by so many developing

countries to integrate their productive structures into the international

market was another important problem. The sustainability of outward-looking

development strategies based on reliance on existing comparative advantages

was far from being guaranteed, especially if that meant reliance on export

specialization in the primary sector. In some cases, those strategies had

been the result of direct advice from multilateral financing institutions.

53. He concluded by welcoming the increased focus on the social effects of

adjustment programmes, especially with regard to the problem of poverty and

vulnerable groups, and expressed hope that governments and multilateral

institutions, including financial institutions, would be able to incorporate

the social dimension as a central and important feature of development

strategies.

54. The representative of Nigeria noted that the present session of the Board

was taking place one year after UNCTAD VIII when new mechanisms and working

methods for UNCTAD had been created. However, there now seemed to be a

widening gap between pronouncements and practices, with the result that the

realization of development was by no means at hand.

55. He stressed that development depended largely on the willingness of the

Western countries not only to share their technology, but also to consider the

developing countries as partners in a common future. Despite considerable

progress in the developing countries, the gap between the North and the South

was widening. The question of debt overhang in developing countries,

particularly in the sub-Saharan countries, was defying solution.

56. Many developing countries had substantially liberalized their trade

regimes, but there had been no significant improvements in market access

conditions for their export products. A number of countries, especially in

Africa, had adopted structural adjustment programmes (SAPs) but their problems

were still far from being alleviated, largely because of the escalation of
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trading blocs with their enormous impact on the global trading system.

Nigeria therefore attached great importance to the success of the Uruguay

Round.

57. Nigeria had adopted a number of measures under the SAP in 1986 to revive

its economy and put it back on the right path for sustained growth, but the

overall impact on the economy had been mixed. The measures taken had fostered

efficiency and better resource allocation, but capacity utilization in

branches with low domestic demand and heavy import dependency had declined.

58. The programme had also had remarkably negative effects on the people in

general. Prices of goods and services had increased as a result of the higher

cost of foreign exchange. The depreciation of the local currency had had

serious consequences for the cost of procuring capital and consumer goods that

could not be obtained locally. The negative consequences of the SAP had also

led to serious political and social riots.

59. Nigeria’s experience with the SAP had also showed that, although the

rural areas had benefited from the improved prices for agricultural

commodities, such benefits had been short lived. The expected inflow of

foreign direct investments had failed to materialize. Instead, Nigeria had

experienced a reverse transfer of resources. Moreover, sufficient external

support had not been received from donor countries, the IMF or the World Bank.

60. He stressed that the need for urgent international support to supplement

Nigeria’s own economic reform efforts could not be over-emphasized. Official

development finance and debt relief programmes were necessary. Nigeria would

welcome coordinated policies ensuring market access for its products and

preventing protectionism from interrupting exports and placing the economic

reforms already under way at risk.

61. The representative of the Commission, speaking on behalf of the European

Community and its member States , referred to the link underlined in

paragraph 50 of the secretariat report (TD/B/39(2)/3) between the economic

reforms undertaken by many developing countries and the requirements of

external support for these reforms. The secretariat had made important

suggestions in that regard but, in failing to establish that link, the

external measures proposed were lacking in specifics.

62. This was valid in particular with regard to the proposals for expansion

of market access. While recognizing that "tariffs imposed by developed

countries have somewhat diminished in importance", the report had nevertheless
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embarked on a general discussion of the problems posed by tariffs for

developing countries as a whole. The generalized system of preferences (GSP)

was of course an instrument which could contribute to solving this problem,

and as the secretariat noted, developing countries had in fact drawn

considerable advantage from the system. GSP benefits could not, however, be

reserved only for those developing countries that had introduced trade policy

reforms, for that would go against the principle of non-discrimination which

formed the basis of the multilateral trade system and whose importance had

been restated in paragraph 126 of the Cartagena Commitment. Observance of

that principle, which was predictable, was the only way to provide developing

countries with the needed security of market access.

63. By way of improving the security of market access, the secretariat had

proposed the establishment of an ad hoc intergovernmental working group with

the task of devising ways to prevent trade conflicts. The Community was in

favour of preventing trade conflicts but had serious reservations about the

viability of such a working group in UNCTAD. By virtue of its universality,

UNCTAD was not the proper forum to settle disputes arising from the

interpretation of legal obligations between the parties to a regional trade

agreement. The same could be said about conflicts in GATT concerning

divergences regarding the provisions of the General Agreement. The avoidance

of such conflicts lay in the improvement of the rules and disciplines,

including dispute settlement procedures, and the rapid conclusion of the

Uruguay Round would make an important contribution in that respect. In any

case, there was no need to duplicate the functions of the Trade Policy Review

Mechanism in GATT, which was also entrusted with the task of preventing trade

conflicts.

64. With regard to competition policy, UNCTAD’s efforts would be better

deployed within the Intergovernmental Group of Experts on Restrictive Business

Practices which had wide experience in that field. Ideas regarding the

establishment of multilaterally agreed norms on the matter were still

premature. Nor was it appropriate to exaggerate the potential adverse effects

which export cartels might have on developing countries. The issue of

international competition was no doubt of legitimate concern to developing

countries with open economies. The adoption of national legislation for the

control of restrictive business practices was therefore a matter of priority.
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The Community appreciated the efforts of the IGE on RBPs as well as the

technical assistance activities of the secretariat in advancing towards that

goal.

65. Another issue raised in the secretariat report was that of technological

cooperation. The introduction of structural adjustment programmes and trade

policy reforms might well improve such cooperation. This was difficult,

however, if the recipient country had not attained a certain technological

maturity. Developing countries could achieve such maturity in two ways: one,

through the creation of technological data banks easily accessible to

different industries and, two, by encouraging foreign investments and

importation of technology. Neither aspect was dealt with in the secretariat

report which instead focused exclusively on the question of in what way

external efforts in matters of transfer of technology and of foreign

investment could contribute to the success of trade policy reforms in

developing countries.

66. In some of them, deficiencies in physical infrastructure or human

resources made it difficult for Governments to rely on their own efforts. The

secretariat report had, therefore, rightly pointed out the danger that certain

countries, in particular the least developed countries, could find themselves

marginalized with respect to technology and foreign investment. In such cases

trade policy reforms might be of no avail unless accompanied by specific

external support measures.

67. Countries that introduced reforms in spite of difficult circumstances

deserved the support of the international community to ensure success. In

many cases such reforms stemmed from structural adjustment programmes

negotiated with the IMF or the World Bank, and had thus benefited from

important external support. That type of support, however, was short lived

and its benefits might disappear if long-term support was not forthcoming.

The problem therefore was to identify the longer-term international support

measures which developing countries required to ensure the success of their

reforms and would be able to bear the costs. It would consequently be

preferable for the secretariat to undertake a comprehensive study on the

appropriate external support measures to ensure, over the longer term, the

success of trade policy reforms in the developing countries instead of the

work it had proposed in its report.
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68. With regard to technical cooperation, the UNCTAD secretariat, as had been

agreed at Cartagena, could play a useful role in helping developing countries

in the formulation of trade policies both for purposes of trade negotiations

and for the implementation of policy reforms. The last two paragraphs of the

secretariat report were worthy of note in that respect.

69. The representative of China noted that, in recent years, the majority of

developing countries had carried out economic reforms thus providing the

necessary vitality for their economic development. However, due to the

interdependent nature of the world economy, the success of the reforms in

those countries depended heavily on the external environment. Although

developing countries had made great sacrifices in their economic reforms, they

had not received sufficient attention and support from the international

community and were, instead, faced with many obstacles in terms of market

access, acquisition of technology and financial flows. Exports of some major

products of the developing countries encountered high tariff barriers in the

developed countries while different kinds of non-tariff barriers in those

markets obstructed, in particular, the expansion of the trade of developing

countries. They were also faced with unreasonable restrictions in the field

of technology transfer. These countries had made great efforts to attract

foreign direct investment and had improved the domestic environment for that

purpose, yet the results were not satisfactory since foreign direct investment

was actually decreasing. It was incumbent, therefore, on the international

community and in particular the developed countries to take effective measures

to improve the external environment for developing countries so as to ensure

the smooth progress of their economic reforms and accelerate their economic

development.

70. Giving an account of the economic and foreign trade reforms taking place

in his country, he said that the reforms, which had started in 1978, had

proceeded from the countryside to the cities, from the economic field to other

sectors and from the revitalization of the domestic economy to the opening to

the outside world, thus constituting a historic process of great significance.

The 14th Congress of the CPC held last year had stated explicitly that the

objective of the reform of the economic structure in China was to establish a

socialist market economy so as to further liberalize and expand the productive

forces.
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71. As to the foreign trade system, it had witnessed three major reforms.

The first had taken place in the period 1988-1990. Management responsibility

operating under contracts had been widely introduced in all foreign trade

enterprises. At the same time, the operation of foreign trade enterprises in

the fields of light industries, arts and crafts and garment manufacture had

been put for a trial period on a profit and loss basis. The main elements of

the initial round of reform were, first, the shifting of subsidiaries and

branches from control by the head offices of foreign trade corporations to

local control and the practice of contracting under local supervision;

second, the freezing of export subsidies by the State; third, an increase in

foreign exchange retention by local governments and permission to use the

retained foreign exchange to import materials or to sell these in the foreign

exchange market in order to compensate for the increased cost of exports

incurred through higher domestic prices; fourth, elimination of most import

subsidies. Thanks to the system of decentralization and contracting, this

round of reform had greatly enhanced local and enterprise initiative in the

development of foreign trade. However, this round had not resulted in the

complete elimination of all inequitable subsidies and foreign exchange

retention. That problem, together with other considerations, such as the fact

that the market mechanism in China was still far from perfect, the shortage of

foreign trade personnel and the excess of foreign trade companies, had given

rise to a problem of discipline in the conduct of foreign trade which still

awaited solution.

72. The second major reform had started on 1 January 1991. Through the

adoption of measures like exchange rate adjustment, and the harmonization of

foreign exchange retention, an environment of equal competition had been

created. Foreign trade enterprises had embarked on the road of responsibility

for their independent operation, autonomous development and self restraint.

After a year the second reform had proved to be successful, relieving the

country of a heavy financial burden, bringing it increased economic benefits

and promoting the healthy growth of foreign trade.

73. In 1992 another important step had been taken to bring about greater

harmony between China’s trade system and GATT rules. In particular, important

reform measures had been taken as regards unification of trade policies,

transparency, lowering of customs duties, opening up of markets and conformity

with GATT rules on non-tariff measures. The adoption of provisional
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regulations for the management of export products, based on international

trade practice, which had begun to be implemented on 1 January 1993, was

another major move by China to deepen the reform of the foreign trade regime

by bringing the export management system into closer conformity with

international trade norms. Thus, the range of products under State management

had been greatly reduced. In accordance with the regulations, 138 import

products were subject to quota licensing management by the State, which

represented a reduction of 52 per cent. The operational mechanism for export

products had also undergone a major reform. The former practice of operation

by category had been abolished. Apart from 16 particularly important export

products which were managed in a unified way by the State, the other export

products were freely managed by different types of foreign trade enterprises.

Greater authority in management of imports had been given to local economic

and trade management departments. Much of the work of licence issuing was now

being done by local economic and trade administrations and specially appointed

officers. In 1992, China had also abolished import adjustment duties and on

two different occasions, had reduced import tariffs on 225 products, and 3371

products, respectively. The general level of tariffs had been adjusted

downwards by 7.3 per cent. As a result of the reforms, China’s economy was

poised for a higher level of progress in the 1990s. In 1992 the GDP had

increased by 12.8 per cent over its level in the previous year, while

industrial output had risen by 20.8 per cent, agricultural output

by 3.7 per cent, and a rapid expansion had taken place in foreign trade.

74. In conclusion, he said China’s reform and opening up were guided by the

theory of socialist construction, taking into account Chinese characteristics

and conditions. His country was prepared to learn from the experience of

other countries and to make efforts to construct and perfect China’s socialist

market economy.

75. With regard to the setting up of an ad hoc intergovernmental working

group as suggested in the secretariat document, he considered that it would be

a useful initiative in conformity with the spirit of the Cartagena Commitment,

and therefore deserved consideration.

76. The representative of Jamaica , referring to the secretariat report

(TD/B/39(2)/3), disagreed with the criticism levelled that, although it

identified the problems, it did not indicate what should be done to resolve

some of them. The term "developing countries" covered a wide range of
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countries with differing levels of economic development and different social

and political systems, and experience had shown there was no standard formula

for a trade policy approach applicable to all of them; it was necessary

therefore to allow for flexibility.

77. It was recognized that a high price had been paid by the developing

countries in undertaking economic adjustment programmes. Jamaica’s recent

decision to liberalize the economy had been followed by a sharp and rapid

decline in the value of the Jamaican dollar and a similar sharp increase in

the price of consumer goods. However, both value of the dollar and prices had

since stabilized. What the Government had done was to provide a cushion for

the more vulnerable sectors of the population while attempting to negotiate

with the international financial institutions with which the structural

adjustment programme had been agreed upon.

78. He further pointed out that the developing countries, whether or not they

had instituted reforms, had seen their share of world trade fall because their

trading opportunities had been curtailed. In his opening address to the

Board, the Deputy to the Secretary-General of UNCTAD had shown that developing

country exporters of tropical products were unlikely to be major beneficiaries

from any growth in world income resulting from the Uruguay Round, since most

of those products had low income elasticities. Furthermore, any benefits they

did obtain were likely to be offset by the erosion of existing preferences

that facilitated easier access to certain markets. His own country, which was

a member of the African, Caribbean and Pacific (ACP) group of countries and a

party to the Lomé Convention, had seen its market for bananas in the EC under

attack which was contrary to the principles of free trade advocated in the

Uruguay Round.

79. However, in spite of the problems faced by Jamaica, the Government was

firmly committed to the pursuit of economic reforms, including trade

liberalization and structural adjustment measures, in marked contrast to the

policies pursued in the 1970s and up to the mid-1980s when there had been

considerable State control of the economy. Noting that the secretariat report

had used Jamaica as a test case he said that the results were not conclusive.

The privatization process as a whole, for example, had not moved as rapidly as

had been hoped.

80. He emphasized the need for urgent and substantial international support

for the economic reforms and structural adjustment programmes pursued by
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developing countries, including the introduction of meaningful debt relief

programmes, applicable in particular to the problems of middle-income debtor

countries. The critical source of external support was access to foreign

markets in both the medium and the long term, and the need for trading

partners to take coordinated measures to eliminate protectionism which impeded

exports and placed reforms at risk. In that connection, he supported the

proposal for national transparency mechanisms to educate the public regarding

the overall costs and benefits of protectionism.

81. It would also be useful to set up an ad hoc intergovernmental working

group in UNCTAD to develop early-warning perspectives and other appropriate

proposals designed to enhance economic security. A group of that nature would

be distinct from the dispute settlement function proposed under the

Multilateral Trade Organization (MTO) of the Uruguay Round.

82. His country had made strenuous efforts to attract foreign direct

investment to boost its economy, and looked forward to the eventual transfer

of technology on concessional terms. It was increasingly recognized that the

ability to build an absorptive capacity for technology transfer and to adapt

new technologies was perhaps the key for developing countries to become

integrated into the world economy. He endorsed the suggestion in the

secretariat report that the Board could mandate the secretariat to begin an

investigation on a market-based price mechanism as a means of assisting

technology transfer to the developing countries.

83. The representative of Romania stated that the issues of trade policy,

structural adjustment and economic reform were of the utmost importance,

especially for developing countries and for those in transition to a market

economy which engaged in significant processes of adjustment and reform, in

line with their main developmental needs and responsibilities. The

secretariat report offered a useful basis for discussion in the Committee. He

noted, however, that countries in transition to a market economy which were

faced with similar problems of adjustment and reform as developing countries

were not included in the analysis undertaken by the secretariat. That

question might be taken up by the secretariat in its future work.

84. Describing the main elements of trade policy reform in Romania, he said

that, after December 1989, Romania had embarked on a wide process of

democratic transformation of all aspects of political, economic and social

life. A specific component of the process was the radical reform of trade
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policy in line with the principles and mechanisms of a market economy as well

as with GATT rules and disciplines. In spite of the difficulties encountered,

State monopolies in foreign trade and foreign exchange had been dismantled;

foreign trade central planning as well as the discretionary licensing system

had been eliminated; foreign trade activities had been liberalized and

privatized and internal convertibility of the national currency had been

introduced. At the same time, a new, HS-based customs tariff had been

introduced, representing the main trade policy instrument in Romania.

85. The trade policy reform was designed to ensure Romania’s full

participation in the multilateral trading system and its beneficial

integration in European economic structures. In that respect, the recently

concluded association agreement with the EC and the free trade agreement with

the EFTA countries would play a major role.

86. The reform called for tremendous efforts to overcome the internal and

external problems mainly triggered by unbalanced and rigid economic structures

inherited from the communist regime; the collapse of the former CMEA market;

significant losses suffered owing to the embargoes on Iraq and on Serbia and

Montenegro; the trade barriers that still affected Romanian exports in certain

countries; and sluggish economic growth in Western markets.

87. In order for the reform to achieve the expected results, enhanced support

from the international community was needed in relation to the following

aspects: in ensuring a marked improvement in market access; increasing

financial resources (including the compensation of losses due to economic

embargoes); facilitating the transfer of modern technologies, as well as

direct investment; and supplementing technical assistance with a view to

improving managerial skills and economic efficiency.

88. While appreciating the support extended so far, mainly by the European

Community, other Western European countries, as well as other developed

States, Romania counted on enhanced assistance from them for the success of

its trade and economic reforms.

89. The representative of the Islamic Republic of Iran stated that structural

adjustments had been prescribed as a unified model through privatization, free

trade, reduction in the economic role of the State, consolidation and

implementation of the market economy to boost efficiency and optimum

allocation of resources, an increase in the competitive power of the economy

and exploitation of comparative advantage to achieve economic growth and
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development in developing countries. These adjustments, which were often

accompanied by national currency devaluations, serious elimination and

reduction of subsidies, and increased debt, had not remedied the chronic,

structural maladies of those economies after a lapse of nearly a decade.

Rather, since the structural adjustments had been hasty and had often taken

place without taking into account the different economic situation, historical

backgrounds and social conditions of those countries, and since a favourable

international milieu did not exist for positive impacts to emerge, the

adjustments had increasingly lowered standards of living and led to economic

and political setbacks.

90. Structural adjustments in developing countries would yield practical

results only when developed countries did not embark on neutralizing measures

and when favourable conditions prevailed at the global level. Otherwise,

national and international deterrent forces would speedily wipe out the impact

of such adjustments and accentuate their negative aspects.

91. At a time when developing countries faced difficulties in finding the

needed capital, in receiving the appropriate key technologies and the know-how

to boost and modernize production and in gaining access to developed

countries’ markets which was a hard and costly process, trade liberalization

in developing countries was creating serious setbacks, for their

labour-intensive and fledgling industries while their shortage of foreign

currency precluded them from continuous capital investment for the purpose of

expanding, diversifying and updating their exports, and for realizing their

advantages. In such cases, to speak of the success of policies such as trade

liberalization was unrealistic.

92. The objectives behind trade policy reforms were to enhance investment in

exports and to implement export promotion policies. The two objectives were

highly correlated. The developing countries had had little success in

obtaining foreign direct capital in spite of the favourable conditions they

had created. Active cooperation on the part of developed countries was

therefore required if progress was to be achieved in that respect. The

cooperation of the developed countries was also essential to facilitate the

importing of key technologies and of the technical know-how necessary for the

development of production and enhancement of efficiency in developing

countries. The reduction of tariff and non-tariff barriers in developed

countries and avoidance of such restrictions in the future would likewise play
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a significant role in the success of trade policy reforms and in the

betterment of the partnership between developing and developed countries.

93. He added that after three years of implementing adjustment policies, his

country had attained an average GDP growth rate of about 9.4 per cent while

export earnings on non-oil exports had been doubled. Furthermore, the

activities of the private sector had been expanded. In 1992, imports of the

private sector had grown by 25 per cent, while those of the public sector had

grown by only 2 per cent. A social safety net was being established to

protect the vulnerable sectors of the society. His country was continuing to

pursue trade policy reforms through unification of the foreign exchange rate,

attraction of foreign investments in free trade zones, an increase in regional

cooperation, sound protection of industries and domestic production,

improvement of trade policies for the elimination of administrative and

executive barriers, improvement of incentive policies, and increased

competitiveness.

94. The representative of the International Monetary Fund (IMF) pointed out

that it was generally agreed that free and stable trading conditions, secure

and broad market access and a constructive competitive environment externally

and domestically combined to provide the basis for sustained growth. However,

the secretariat document (TD/B/39(2)/3) appeared to raise some question

regarding the achievable degree of success and the role of policy therein,

namely whether the path to success was one that allowed economic agents to

make their own decisions within a supportive policy framework, or whether

policy should actively guide allocation of resources. The document concluded

- as did the 1992 Trade and Development Report - that an appropriate trade

policy was based on a "skilful mix of market and State intervention" including

"targeting of export subsidies, tax holidays and credits and the promotion of

technological capacity building" (para. 46), along with temporary protection.

That also seemed to apply to reform policies more generally.

95. Such a strategy might well have been successful in the past, but times

had changed. The current degree of globalization of production, investment

and, indeed, labour flows, together with the reduction in competitive margins,

required a different strategy. The mistakes made in most countries that had

endeavoured to "pick winners" and the unfortunate effect of attempts to

emulate apparently successful leaders in that respect had led, in some

sectors, to overcapacity and consequent investment losses. Even skilful
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picking of winners tended to give rise to a vested interest structure that

would seek to maintain excessive rents and unsuccessful cases would saddle the

economy with resource-absorbing activities it could ill afford.

96. The evidence presented in the secretariat report abstracted from the

average of developing country experience and thus did not capture the effects

of differences in individual countries’ policy behaviour, in the timing of

policy change, or indeed, in overall circumstances. As a result, it implied

rather counterfactual consequences of reform. For example, the 14 reform

countries in the sample were said, in 1985-1990, to have fallen short in

export performance of the developing country average, and this, together with

other statistical evidence, had let to the conclusion that reform efforts

yielded, at best, a mixed picture of success and that more time and support

were needed to bring about significant improvements in production.

97. Granted that sufficient time and adequate support were essential in the

process, it was possible, nevertheless, to arrive at a rather different

interpretation of the success or otherwise achieved by countries in the

process of reform and the factors involved therein. The examples of Chile,

Mexico and Turkey testified to the success achieved through outward-oriented

strategies. Policy success did not flow from the mere announcement of a

reform package but from its steadfast implementation, and required both reform

measures that created a positive incentive structure and macroeconomic

stabilization that created an appropriate decision-making framework.

98. Obviously, depending upon starting points and previous experience, the

time required to establish credibility would vary among countries and would

strongly affect the expected outcomes. Over the last five years a number of

member countries of the IMF had progressed sufficiently along their adjustment

paths to be able to accept the obligations of article VIII, Sections 2, 3

and 4, which meant they were free of payments restrictions on current

transactions (e.g., The Gambia, the Republic of Korea, Morocco, Thailand,

Tunisia and Turkey). Over the same period, a number of countries had, in the

context of their reform efforts, removed trade restrictions maintained under

the GATT’s balance-of-payments cover and revoked such cover (e.g., Argentina,

Brazil, Colombia, Ghana, the Republic of Korea and Peru). Those actions had a

positive impact on international financial markets specifically, and the

trading and investment climate generally, by inspiring confidence that sound

economic policies would continue to be pursued, obviating recourse to
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restrictions on current international transactions. Careful study of the

experience of successful and less successful cases - such as would be done

under the work programmes of the new Standing Committees and ad hoc working

groups - should help throw light on what was effective and what was not.

99. The IMF shared the view that a successful conclusion to the Uruguay Round

was urgently needed to enhance and assure market access, to strengthen

multilateral discipline in areas covered by the GATT, and to extend

multilateral rules and disciplines to additional areas, e.g., agriculture,

services, textiles and clothing, and intellectual property rights. A

successful conclusion would materially contribute to the positive investment

climate, which was sine qua non for sustained growth.

100. The representative of Australia expressed support for the efforts many

countries had made to integrate their economies into the global economy,

despite the likelihood of continuing slow growth, and the burdensome social

costs of structural adjustment. Australia considered that a strong global

economy was a prerequisite for successful restructuring, that it was best

achieved through continuing trade liberalization and that removing or lowering

trade barriers would create more growth than development assistance. It

supported such a reduction in protection and a successful conclusion of the

Uruguay Round. He suggested that, in consonance with UNCTAD’s role, the Trade

and Development Board should consider sending a clear message to the major

negotiating parties in the Round to the effect that the growth and development

prospects of a wide range of countries depended upon the success of their

negotiations.

101. Australia had maintained the level of its development assistance and

supported structural adjustment lending by the World Bank and IMF. A social

safety net needed to be provided to palliate adverse effects of reform.

Australia also supported the establishment by developing countries of the

machinery for providing such social services, which were part of the

structures of good governance, and was ready, in the light of its experience,

to assist in that area.

102. The revised UNCTAD structure, including the working groups on

privatization and on the interrelation between investment and technology

transfer and the Standing Committee on Developing Services Sectors, provided

ample opportunity for the examination of issues accompanying structural

adjustment. Australia was investigating topics on which it could work with
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UNCTAD in the field of technical cooperation. One of UNCTAD’s emerging roles

was to assist developing countries to obtain access to trade policy skills.

Australia supported the integrated set of responsibilities which it was

believed would accrue to UNCTAD from the reforms of the United Nations system,

and was ready to contribute to that process so that UNCTAD would retain its

effective role within the system.

103. The representative of the Russian Federation noted that in recent years

problems relating to strengthening of the multilateral trading system,

liberalization of trade and economic cooperation had attracted great attention

both in the United Nations system and in other international economic

organizations, as well as in bilateral negotiations at the highest political

level. The conclusion of the Uruguay Round should make an important

contribution to the solution of those problems by strengthening multilateral

disciplines in trade and economic relations and increasing stability and

predictability in market access in wider areas of economic cooperation. There

was no reasonable alternative to liberalization of international trade, and

Russia fully shared that concept.

104. The economic reform process, which was unprecedented in its

comprehensiveness in his country, included integration of Russia into the

international trading system and adoption of the existing "rules of the game"

in international trade. In that context, measures were being taken to

synchronize internal economic reforms with the creation of market-oriented

regulatory instruments of external economic relations. In particular, as part

of trade liberalization in Russia, no quantitative restrictions were applied

to imports, and customs tariff would become the main regulator of import

flows. A new law on the customs tariff, which had taken into account

international experiences and had undergone expertise in international

economic organizations on an informal basis, was expected to be adopted soon.

Meanwhile, the provisional tariff in force provided for a unified MFN rate of

duty of 15 per cent, applied to a vast majority of imported goods. The

preferential regime for goods originating in developing countries was fully

maintained, a duty of 7.5 per cent being applied to such imports, while

imports from least developed countries were duty-free.

105. Another important aspect of the reform of external economic mechanisms in

Russia was the establishment of a legal framework based on international

practices with the former Soviet republics. Free-trade-area agreements had
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recently been concluded with the majority of those countries, providing for

mutual exemption of import duties. Duties on exports were also to be

abolished, depending on the stabilization of the national economy.

106. Russia’s more active cooperation with multilateral economic organizations

and in particular with GATT was an integral part of the on-going economic

reforms. A governmental interagency commission had been set up to deal in a

comprehensive manner with issues relating to future accession of Russia

to GATT.

107. He emphasized that issues taken up in the secretariat document were also

relevant for countries in transition to a market economy. In particular,

secure market access and a stable international trading system were not only

prerequisites for genuine integration into world economy, but also a means of

overcoming economic crisis. In that respect, liberalization of market access

for Russian goods would, according to some estimates, increase export revenues

by US$ 3 billion. Such problems should be resolved among trading partners on

the basis of dialogue and consensus.

108. He regretted that economic crisis in Russia had negatively influenced its

foreign trade, including with developing countries. However, even in the

present circumstances Russia was striving to maintain traditional relations

with developing countries, in particular by retaining trade preferences in

full. For its part, Russia hoped that developing countries would demonstrate

understanding and patience, as revitalization of the Russian economy would

eventually lead to the intensification of trade and economic relations with

these countries.

109. He supported the proposal to establish an early-warning mechanism for the

prevention of trade conflicts. However, such a mechanism should not duplicate

the existing instruments for dispute settlement, in particular in GATT, but

serve as a long-term forecast. In view of the importance of an early-warning

mechanism, possibilities of using resources from UNCTAD’s existing regular

budget for that purpose should be considered.

110. The representative of Switzerland drew a number of conclusions from the

discussions in the Committee. First and foremost, there was no alternative to

reforms aimed at a more open world trading environment and a growing

liberalization of participating economies. Since the persistent recession
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rendered the transition particularly painful, the Swiss Government recognized

the need to provide support to developing countries, especially the poorest

ones, in order to cushion the shocks caused by the reforms.

111. Secondly, the poorest countries needed support in completing their

structural adjustment and economic reforms, more particularly because the

social costs accruing in the course of those reforms could endanger the

survival of the latter.

112. Thirdly, it was the responsibility of every country to put its own house

in order. In the end, internal factors, such as good and sound management of

public affairs based on the separation of powers, a soundly functioning and

equitable legal system, macro-economic stability and the improvement of human

resources, determined whether developing countries would succeed in becoming

integrated into world trade, in attracting foreign direct investment and in

gaining access to new technologies. He stressed that the secretariat report

(TD/B/39(2)/3) overemphasized the external factors in the economic problems of

developing countries undergoing structural adjustment while underestimating

their own political responsibilities.

113. Fourthly, he emphasized the importance of a successful conclusion of the

Uruguay Round which could provide the necessary impetus for renewed world

economic growth and easier integration by developing countries into world

trade.

114. Finally, addressing the proposal to establish a new intergovernmental

working group to study risks and work out proposals aimed at limiting trade

conflicts, he said that, while UNCTAD did have a useful role to play in

identifying new subjects for negotiation in the context of the GATT, the

Government of Switzerland did not consider the creation of a new working group

to be necessary. An innovative approach to traditional sectors was needed

instead. The subjects to be dealt with by UNCTAD in that respect could, for

instance, include the relationship between trade and environmental protection,

competition policy, and regional integration in conformity with GATT.

-----


