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Chapter |

PROGRAMVE COF ACTI ON FOR THE LEAST DEVELOPED COUNTRI ES FOR THE 1990s

(a) REVI EW OF | MPLEMENTATI ON OF THE PROGRAMVE OF ACTI ON FOR THE LDCS FOR
THE 1990s;

(b) UNCTAD' S CONTRIBUTION TO THE WORK OF RELEVANT | NTERNATI ONAL
ORGANI ZATI ONS | N THE | MPLEMENTATI ON OF THE URUGUAY ROUND FI NAL ACT
DECI SI ON ON MEASURES | N FAVOUR OF THE LEAST DEVELOPED COUNTRI ES BY
ASSI STI NG THE LDCS THAT ARE WO MEMBERS TO TAKE MAXI MUM ADVANTAGE
OF THE SPECI AL AND DI FFERENTI AL MEASURES PROVI DED FOR | N THE URUGUAY
ROUND AGREEMENTS
(Agenda item 4)

(conti nued)

35. The Chairman briefed the nmeeting on the Panel discussion. (See annex
bel ow) .

36. The representative of Japan said that further integration of LDCs into the
gl obal econony was one of the nost inportant issues to be tackled in the

processes of the globalization and Iliberalization of the world econony.
Devel opnent shoul d be pronoted through a conprehensive approach that includes
the resources and political will of both traditional and new donors including

the new additional domestic resources of the recipient countries. He commended
the LDCs Report 1996 on its extrenely informative and educati onal approach on
its nonitoring of the trends in LDCs' econonic performance, as well as on its
anal ytical conparative assessnment with respect to devel oped as wel | as devel opi ng
countries. The Report particularly underscored the inportance of solving the
supply-side constraints in LDCs in order to integrate them into the gl obal
econorny. He enmphasized the need for fuller analyses of the successful
experiences of strong-growth LDCs fromthe viewpoint of alleviating or renoving
suppl y-side constraints. He proposed to intensify South-South cooperation as
a possible additional neans of export pronotion for developing countries,
particularly LDCs.

37. Wiile the total volume of ODA from all DAC donor countries had been
decreasing recently, Japan's ODA to LDCs in 1995 increased by 9.3 per cent
against that of 1994. He reiterated the inportance of the South-South

cooperation framework, as one of the significant means of integrating LDCs into
the world economny. Japan was determined to support actively this kind of
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cooperation. Japan recogni zed the significance of establishing the Trust Fund
for LDCs at UNCTAD and woul d contribute only to concrete schenmes of the Fund.
He recommended that its activities should include strengthening South-LDC
cooper ati on.

38. The representative of Norway recalled that at UNCTAD |IX, it had been
decided that the situation of the LDCs should be a priority issue in the work
of the organization. In a tinme of dwindling resources to the UN system and to
devel opnent, it was very inportant that efforts were targeted towards the LDCs.
UNCTAD s special role for the LDCs within the inter-agency systemwas based on
its responsibility to nonitor the inplenentation of the Programre of Action for
the LDCs. This is a task that UNCTAD does well. The annual LDC Report conti nued
to be a well-researched and i nportant reference docunment for organizations and
i ndi vi dual s who sought information on the current econom c situation of LDCs.
The wunit producing the report deserved credit for its work. The Norwegi an
Cover nment had undertaken a maj or revi ew of general policies towards devel opnent
in the last few years. A Covernnment white paper on "A Wrld of Change" was
presented |ast year, and was the subject of a conprehensive evaluation by
Parliament. He sumed up sonme of the policies of his Governnment that m ght be
rel evant to the discussion, which included the follow ng:

(a) Norway woul d maintain a high ODA contribution, well above the 0.7
per cent target. According to the budget proposal presented to
Parliament |ast week, it proposed to increase ODA by sone 7.4 per
cent in 1997; the general orientation of Norway's devel oprment
policies towards poverty-rel ated policies, programmes and projects
woul d be reinforced; Norway woul d continue to fulfil its obligations
to the targets of the Paris Programre of Action of at |east 20 per
cent of its ODA to LDCs;

(b) It would continue other efforts to ensure that devel opnent resources
were directed towards the nost needy, i.e. through the
i npl enentation of the 20/20 principle; Norway would continue to
support travel arrangenents that could enable LDC representatives
to take part in UNCTAD s work. It | ooked to other donors to do nore
in that respect; Norway strongly supported efforts to integrate the
LDCs nmore directly into the world econony, i.e. through the gl oba
trading system It had initiated a WO fund to support greater LDC
i npl enentation and participation. It had encouraged the WO to
cooperate closely with UNCTAD and ITC in that respect; Norway was
in the process of proposing to Parlianment the establishnent of a
Norwegi an fund for investnments in developing countries. The
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objective will be to support enterprise devel opnent. This woul d be
particularly relevant to African LDCs.

39. He enphasi zed that the real test of the reorganization of the secretari at

was the degree to which LDCissues were integrated into the four new secretari at
di visions. That was where the translation of UNCTAD s val uabl e anal yti cal work
to policy formulation ought to take place.

40. He said that the new Conmi ssion on Investment, Enterprise Devel opment and
Technol ogy had a particularly inmportant task to investigate how nore foreign
direct investnents coul d be encouraged to fl owtowards the LDCs, and to hel p LDCs
set up policies and programes conducive to foreign investnents.

41. The representative of lreland, speaking on behalf of the European Union,
said that the risk of marginalization of LDCs was and would remain a focus of
attention for the EU It saw the particular problens of LDCs as central to all
of UNCTAD s activity and a point that ought to be addressed at all discussions
and not solely at the Sessional Committee. The EU urged the Secretariat to begin
to deepen its analysis of the key issues confronting LDCs as soon as possi bl e.
The TDB should ask the Conmissions to pay special attention to the problens
confronting LDCs in carrying out their tasks. The Conmi ssions' reports to next
year's TDB shoul d, whenever possible, focus on issues of direct relevance to
LDCs.

42. The EU currently accounted for about half of the world ODA to the LDCs.
Wthin the EU total, the European Community as such contributed about $1.35
billion in ODA, naking it one of the largest individual contributors of aid to
t he LDCs. The successful conclusionin 1995 of the nid-termrevision negotiations
of the Fourth Lomé Convention for the African Caribbean and Pacific partner
countries, of which 39 are | east devel oped countries, with a 22 per cent increase
in fundi ng over the previous five-year period, nmeant that those countries could
| ook forward to an increased fl ow fromthe European Community over the next five
years.

43. He wel coned the currently inproving performance of LDCs' exports. The EU
was the LDCs' nmjor trading partner accounting for over one-third of their
exports and of fering roughly three-quarters of their preferential export markets.
It would be worthwhile to exami ne the causes of decline in LDCs' exports and
consider what policy approaches might contribute to inmproving LDCs'
conpetitiveness as commodity producers and reversing the declining market share.
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44, Fl ows of foreign direct investnment to the LDCs had seen a rising tendency
although their share in FDI flows to developing countries as a whole had
decl i ned. UNCTAD ought to probe deeper into the reasons why LDCs continued to
lag behind in relation to FDI flows, and to examine in greater detail the
neasures to reverse that trend, drawing on the experience of this year's high-
| evel segnent.

45, The EU had actively pursued approaches to respond to the debt problens of
the | east devel oped countries as called for in the New York M d-Term Review. It
had wel comed t he successful outcone of the neeting of the Devel opnment and Interim
Conmittees of the Wrld Bank and the | M-, where a framework for action to resol ve
the debt problenms of heavily indebted poor countries had been achi eved. That
woul d undoubtedly be of nmjor benefit to many LDCs over the next decade and he
| ooked forward to its speedy inpl enentation.

46. The representative of Bhutan said that although nmuch had al ready been said
about the need to assist the LDCs to prevent their further marginalization, that
expressed comm tnment had not been matched by concrete actions. |If actions at
the national level were to be sustained and yield their intended results,
i nternational supportive nmeasures ought to be forthcoming in a true spirit of
partnership for devel opment. He hoped that the Trust Fund for LDCs would result
i n strengthening UNCTAD s activities for those countries. The effectiveness and
i mpact of the Fund woul d depend | argely on the financi al resources made avail abl e
toit, and urged all donors to contribute generously. He said that UNCTAD was
the only forumwhere i ssues pertaining to LDCs were dealt with in a conprehensive
nmanner . He hoped that the entity dealing with LDC issues within the UNCTAD
secretariat woul d be adequately equipped to enable it to effectively carry out
the tasks assigned to it at Mdrand. In that regard, he awaited the speedy
confirmation of the appointnent of the Special Coordinator. Wth his/her
appoi ntnent, he |ooked forward to the formulation of focused and substantive
strategi es that woul d address the specific needs and probl ens of the LDCs.

47. He called wupon the Singapore WO Mnisterial Meeting to adopt a
conprehensi ve Plan of Action for the LDCs containing concrete nmeasures in the
areas of market access, FDI, capacity-building and operationalization of the
Marrakesh M ni sterial Declaration/Decisions.

48. The representative of China said that the present session of the Board was
the first opportunity to exami ne the international support neasures adopted in
favour of LDCs, particularly those of the High-level |ntergovernnental Meeting
on the Md-termd obal Review. The international comunity had commtted itself
to help LDCs to better integrate in the world econony and the international
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tradi ng system The devel opnent performance of LDCs in the first half of the
decade had been far fromrealizing the objectives of the Programme of Action

He referred to the decline of ODA flows to LDCs in 1995 and called for their
increase. Referring to the external debt problens of the LDCs, he said that
t here had been consi derabl e progress but that they were still far from neeting
those countries' needs, and called for urgent neasures to overcone this probl em
He enphasi zed the need to i ncrease the capacity and capability of LDCs to enhance
their participation in international trade and to resolve their transitiona

pr obl ens. Special and differential treatnent should be provided to LDCs in
accordance with the rules and regulations of the Uruguay Round Agreenents.
Commenting on the LDCs 1996 Report, he said it deserved in-depth exam nation by
LDCs and their devel opnent partners, and that appropriate neasures should be
taken on the basis of its findings and reconmendati ons.

49, The representative of the European Community sai d t hat UNCTAD shoul d devot e
hi gher priority to the | east devel oped countries in its technical assistance and
anal ytical work on trade natters. At an appropriate nonment, the UNCTAD
secretariat could establish a bal ance sheet of what had been done in that field
to inplenent the Paris Progranme of Action and the outcome of the New York M d-
Term Revi ew.

50. The European Union constituted the |east devel oped countries' |argest
export market, accounting for 34.5 per cent of their exports in 1994. The
Eur opean Uni on al so provided the greater part of the LDCs' preferential export
mar kets through the Lomé Convention for 39 out of the 48 LDCs and the revised,
and for the LDCs, rmuch i nproved GSP schene, for the other nine countries. Those
schenes provided for unlimted access to the EU markets for alnost all non-
agricultural goods and many agricultural products at zero duty and for highly
preferential access in the agricultural products. Qher countries could provide
nore preferential treatnent of LDCs' exports

51. The recently revised Long Convention extended preferential narket access.
It also paid greater attention to the very inportant area of trade devel opnent,
and both the EU and ACP countries were conmitted to devote adequate resources
to the expansion of ACP trade. |In that context, attenti on woul d be given to the
devel opnent of the private sector, appropriate econom c policies, devel opnent
of infrastructure, inprovenent of inport regines, transportation and services
needed for exports.

52. He congratul ated UNCTADfor its contributions and participationin the work
of the WIO Conmmittee on Trade and Devel opnent and the Sub-Conmittee on LDCs and
for the coll aboration and coordination that were thus being established mainly
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in terms of technical assistance. The results of those reviews indicated that
in nost of the areas covered by the Decision, progress had been nmade but that
refl ection should be pursued on what nore could be done.

53. He considered that further efforts for preferential policies and
liberalization in favour of the | east devel oped countries should continue in a
multilateral framework, with a view to providing long-term stable export
opportunities. Not only the industrialized economni es, but al so the nore advanced
devel opi ng countries, should participate and contribute in that operation, by
t aki ng nmeasures designed to facilitate access to their markets by the LDCs.

54. The representati ve of Bangl adesh said that in recent years there had been
a significant shift in government policy. Narrow and inward-|ooking inport-
substitution industrialization strategy had gradually been replaced by a broad
and outward-1ooking export-oriented industrialization programme reliant on
private enterprises. That had resulted in | owered | evels of protection for the
donestic industry and easier access to inporters of industrial raw nmaterials.
Privatization of many state-owned enterprises, progressively dimnishing state
intervention for nmarketing of agricultural inputs and an increasingly inportant
role for the market forces in determ ning key econom c variabl es had been the
salient features of this new econom c policy.

55. However, the opening up of the econony, along with the liberalization of
trade as a part of the process of inplenentation of Uuguay Round deci si ons, and
WIO stipul ati ons, had been the causes of an increasingly adverse bal ance- of -
paynments situation with its effect on exchange rate and devel opnent. Consequent
to the low tariff rates, inports had increased while econonic devel opnent and
exports had been circunscribed by, in addition to other causes, exogenous factors
including the restrictive policy of other countries coupled with the sluggish
and di m ni shed fl ow of both private and official funds.

56. He sai d that Bangl adesh had adopted a very |iberal investnent policy under
which 100 per cent foreign equity was allowed for investnent, along wth
guarantees for repatriation of profit. The private sector could also set up
export-processing zones on their own. Despite all such steps, FD flow had been
nost di sappointing. He also enunerated recent trends in Bangl adesh GDP growth
rate, exports and inports.

57. Referring to the inmplications of globalization, he said that gl obalization
contained an incipient threat of narginalization of LDCs. He cautioned the
nmeeting about attenpts to introduce new issues such as |abour standards,
conpetition policy, environnental standards, investnent treaty, etc. within the
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anbit of WIOwith its inplication of cross retaliation. The attenpts to conjoin
such non-trade rel ated i ssues with the regul ati ons of WiOwas |ikely to constrict
worl d trade and could | ead to protectionism

58. He appeal ed to devel oped countries and countries at a higher |evel of
devel opnent than LDCs to di scharge their part of the "shared responsibility" for
alleviating the problens of the LDCs, including arresting further deterioration
in the socio-econonic situation of such countries and to reactivate and
accelerate growh, a conmitnent which had reverberated throughout the
del i berations at Paris, Marakkesh, Lyon and New YorKk.

59. The representative of the Russian Federation pointed out that his country
consi dered the Programme of Action for the Least Devel oped Countries for the
1990s as an agreed international strategy for resolving one of the gl obal
probl ems of mankind. He stressed that Russia totally supported all crucial
reconmendati ons of the Md-Term dobal Review on the Inplenentation of the
Programme, as well as rel evant recomendati ons of UNCTAD | X and the Lyon Summit.
Despite the enornous difficulties of the transitional period, it would continue
to cooperate with LDCs. For exanple, the Russian Federation continued to inport
from LDCs on a duty-free basis, and provided technical assistance in nining,
devel opnent of oil and gas industries, harbour facilities, etc.

60. He stated that, during the last two to three years, Russia had been
reviving its economic relations with the LDCs and seeking to establish new
nmutual |y beneficial fornms of relations with them He underlined the inportance
of reactivating the Russian-LDCs bilateral intergovernnental conmm ssions on
econom ¢, trade and technol ogi cal cooperation, as well as increasing contacts
between the Russian Chanber of Commerce and Industry and the honol ogous
organi zations of a nunber of LDCs. He said that Russia was in a position to
provi de assistance to LDCs i n a nunber of areas of goods and services which they
needed.

61. He considered the indebtedness of LDCs as a restraining factor for
i ncreasing cooperation. In that connection, he said that his Covernnent was
following with interest the Paris Club efforts and the Wrld Bank-1M- Initiative
on debt relief for the poorest countries. He stressed that his Governnent
conpl etely supports UNCTAD s efforts towards sustai nabl e devel opnent of the LDCs.
He added that Russia welconed, in principle, the idea of the establishnment of
the Trust Fund for the LDCs and al so the decision to establish the Ofice of the
Speci al Coordinator for Least Developed, Land-locked and 1sland Devel oping
Countries. The Russian Federation gave particular inmportance to that initiative
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in view of the fact that a nunber of LDCs were Russia's traditional econonic
partners and a nunber of | andl ocked countries were constituent nmenbers of CS

62. He concluded by saying that the Russian Federation would continue to
support LDCs' cause in UNCTAD and in all international foruns.

63. The representative of Switzerland said that followi ng UNCTAD-I X, UNCTAD
was in a position to nmake a decisive inpact on assisting LDCs in their efforts
t owar ds reachi ng sustai nabl e devel opnent and towards integration into the world
econony and the world trading system It was agreed at Mdrand that the future
activities of UNCTAD shoul d be focused on the needs of LDCs. The next inportant
step would be to ensure that that statenment would be translated into useful
action.

64. He reviewed recent inprovenments in the overall economic situation of the
LDCs, the decline in ODA and uncertain CDA prospects, and the recent debt
initiative for the heavily i ndebted poor countries. He nentioned that at the Lyon
Summit, the G7 had committed itself to reverse the trend of marginalization of
LDCs, to continue to provide substantial official assistance and to focus
assi stance increasingly on LDCs, which he strongly supported.

65. He al so nmentioned the followi ng areas for further action in LDCs: trade
di versification, regional cooperation and conflict prevention. National nmeasures
by LDCs should prioritize trade-policy reforms, human resource devel opment and
capaci ty-buil ding in technol ogy.

66. As regards UNCTAD s future role in the support of LDCs, he said his
del egati on was convinced that the distinction made in the Addendumto the LDCs
1996 Report between a "priority needs package" on a short-term basis and | ong-
term assistance in the area of trade-related support to LDCs was appropriate.
In his view, the nmeasures foreseen in the first category should be inplenented
mai nly through the technical cooperation programmes of WIO and UNCTAD s "Trade
Point" programes. Wth regard to the category of long-term financial and
techni cal assistance, UNCTAD s technical progranme could nmake an essential
contribution in the area of regional cooperation and trade pronotion. For that
pur pose, however, the share of LDCs in UNCTAD s technical cooperation programme
needed to be substantially increased. That share had dropped from 42 per cent
in 1989 to 28 per cent in 1995. After having conmitted itself at the UNCTAD- I X
Conference to focus its activities, above all, on the needs of LDCs, the
organi zation should increase the LDCs' share in its technical cooperation
programme in order to retain the credibility it had gained at Mdrand. He
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hi ghl i ght ed t he coordi nati on anbng concerned organi zati ons i n providi ng support
to LDCs.

67. Swi tzerl and supported the inplenentati on of country-based programmes. It
was in the process of revising its GSP. Under the new system products fromall
devel opi ng countries, in particular LDCs, would benefit from a substantially
i mproved mar ket access. The Swiss authorities werew llingto provide beneficiary
countries with up-to-date information on the revised GSP after its adoption at
t he begi nning of next year.

68. He cal | ed upon UNCTAD to careful |y anal yse the i npact of the inpl ementation
of the Uruguay Round on devel opi ng countries, in particular LDCs. UNCTAD coul d
also play an inportant role in assisting LDCs in participating in the
mul tilateral trading system
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Annex

Report of the Chairman of Sessional Committee | on the
work of the Panel Meeting on agenda item 4

8 Cctober 1996

Participating panellists:

Anbassador Nacer BENJELLOUN- TOU M of Morocco, Chairman of the Trade and
Devel opnent Committee of the WIG

Anmbassador Anwar HASHI M of Bangl adesh, Coordi nator of LDCs in Ceneva;

Anbassador Ali Said MCHUMO of the United Republic of Tanzani a;

M. J. SEADE, Deputy Director-General of the WIQ

M. Grant TAPLIN, Assistant Director of the | M.

Di scussions at the Panel centred on the Plan of Action for LDCs being
drafted within the WIO and the recent initiatives of the World Bank and | MF on
resolving the debt problem of the heavily indebted poor countries. | wish to
hi ghli ght some of the inportant poi nts whi ch have enmerged fromt hese di scussi ons.

It was noted that the Plan of Action, if appropriately elaborated and
i mpl emented, will contribute to enhancing tradi ng prospects of LDCs, and their
speedy integration into today's rapidly globalizing and liberalizing world
econony and trade. Alleviation of debt, likewise, will help in freeing scarce
resources for LDCs which, in turn, could help in the process of adjustnent and
reformto overcome structural and supply-side weaknesses.

The WIO Pl an of Action is expected to conprise three elenents: inproving
mar ket access conditions; encouragi ng FDI fl ow;, and coordi nati on and cooperati on
anong concerned i nternati onal organi zations in inplenenting the Plan. The draft
will be presented at the first Mnisterial Meeting of the WIO to be held in
Si ngapore in Decenber this year. A Mnisterial Meeting of LDCs will be convened
next nonth to assist these countries to prepare for the Singapore Mnisterial
Meeting. Following this Meeting, a high-level neeting will be convened by WO
to consi der the collaboration and coordi nati on anong WIQ UNCTAD, | TC, the Wrld
Bank and IMF in the inplenmentation of the Plan of Action for LDCs.
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It was pointed out by some participants that the WO Pl an of Action woul d
be an i nportant instrunment in enhanci ng market access of LDCs, but initself may

not guarantee export expansion. The Plan would need to be conplenented by
actions ained at overcom ng supply-side inpedinments by putting in place the
necessary human, physi cal and institutional i nfrastructure, upgr adi ng

t echnol ogi cal capacity, and providing support to inproving trade and rel ated
policies. The need for technical assistance and financial support was cited in
resol ving | onger-term constraints.

Ongoi ng col | aboration between UNCTAD and WO in providing technica
assistance to LDCs in the area of trade was highlighted. 1t was underscored that
UNCTAD and WIO should work in tandemin el aborating specific actions and their
i mpl enentati on. Some Panel | ists enphasi zed that techni cal assi stance shoul d not
belimted to sem nars and provi di ng experts, but hel p to address t he fundanent al
probl ens which linmt the production capacity in LDCs. Such assistance needs to
be tailored to the specific requirenents of each LDC A rmnultidisciplinary
approach was required in the assistance programes for the LDCs.

The Panel neeting addressed the question of FDI to LDCs. Mbst LDCs have

put in place liberal policies to attract FDI. However, the volume of FD to
these countries has renmai ned scanty. Some participants noted that the problem
was not with policies, but with the structural weaknesses in LDCs. For ei gn

investors prefer to invest in countries with better infrastructure, which are
not available in LDCs. They reconmended that the devel oped countries, nore
advanced devel opi ng countries and concerned international organizations should
wor k together to encourage FDI to LDCs.

The Panel al so discussed the recent initiative by the Wrld Bank and the
I nternational Monetary Fund on the debt of the heavily indebted poor countries,
or HPCs. O the 41 countries identified as H PCs, 29 are LDCs. The Panel was
infornmed that the initiative is designed to resolve the debt problens of H PCs
by reducing the external debt burden to sustainable | evels, so as to ensure that
adj ustnment and reforns in these countries are not exposed to risks arising from
i ndebt edness. Action under this initiative will be envisaged only when the
debt or country has shown, through a good track record of policy perfornmance, its
ability to put the support provided to good use. The initiative will cost an
estimated $5.5 billion and will be financed out of |IM's Enhanced Structura
Adj ustment Facility, World Bank funds and the Paris Cub, which is to provide
up to 80 per cent in debt relief. The operations may not involve |ess
conditionality for the participating debtor countries.
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As Chairman of the Panel neeting, | proposed to initiate consultations,
wi thin the franework of an open-ended group of the Sessional Comittee nenbers,
with a view to preparing the conclusions of this Comrittee's work on item 4.
It is my wish to begin these consultations as early as possible.



