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Chapter |

SEGVENT FCOR H GH LEVEL PARTI Cl PATI ON; SUBSTANTI VE POLI CY | TEM  FOREI GN
DI RECT | NVESTMENT AND DEVELOPMENT | N A GLOBALI ZI NG WORLD ECONOWY

(Agenda item 2)

25. For its consideration of agenda item 2, the Board had before it the
fol |l owi ng docunent ati on:

"Foreign direct investnent and developnent in a globalizing world
econony" - report by the UNCTAD secretariat (TD/ B/ 43/5)

World I nvestment Report, 1996 (UNCTAD/ DTCl/ 32)
World I nvestment Report, 1996: Overview (UNCTAD/ DTCI/ 32 (Overview))

26. In the context of paragraph 107 (a) of the final document of UNCTAD I X,
t he Trade and Devel opnent Board reconmended, at its thirteenth executive session
on 8 July 1996, that the one-day segnent for high-level participation should take
pl ace during the forty-third session of the Board on 10 Cctober 1996. On that
occasi on, the Board al so approved the three topics that woul d be addressed by
t he high-1level segnent.

27. Accordingly, the high-level segnment on agenda item 2 was hel d throughout
the day of 10 Cctober 1996. The high-level segnment took the formof an UNCTAD
d obal Investnent Forum presided over by M. Al ec Erwin, President of UNCTAD | X
and M ni ster of Trade and I ndustry of South Africa. The panellists participating
in the three panels included CGovernnent Mnisters and corporate executive
officers (CECs) fromall over the world. The progranme of the Forum and the
participation in the panels was as foll ows:

Mor ni ng

Openi ng statenents by M. Alec Erwin, President of UNCTAD | X and M ni ster
of Trade and I ndustry of South Africa, and M. Rubens Ri cupero, Secretary-
General of UNCTAD.
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Busi ness perspectives on foreign direct investnment and devel opnent:
vi ews of the business conmunity

Panel

Speaker s: Ms. Maria Livanos Cattaui, Secretary-General,
I nternati onal Chanber of Commerce

M. Dougl as G egory, Senior Advisor, International Trade
and | nvestnment, |BM Canada Ltd.

1: Trends, policies and interrelationships

Trends in FDI, in particular to |least developed countries, their
determ nants and inpedinments, and policy inplications for the pronotion
of FDI. Interrel ationships between investnent, trade and technol ogy, and

i mplications for devel opnent.

Chai r man: M. Alec Erwin, President of UNCTAD | X and
M ni ster of Trade and I ndustry of South Africa

Moder at or : M. Quy de Jonqui eéres, Business Editor, Financial Tines
Panel i st s: M. Farooq Sobhan, Secretary of Foreign Affairs,
Bangl adesh

M. Abi Wl deneskel, Vice Mnister and Deputy Head,
I nvestment OFfice of Ethiopia

M. Al ain Ramaroson, M nister of Industry,
External Trade and Crafts, Madagascar

M. Dhundi Raj Shastri, Mnister of Industry, Nepal

M. Mhib Ul ah Shah, Deputy M nister of Investnent,
Paki st an

M. Yeo Cheow Tong, Mnister of Trade and Industry,
Si ngapor e

M. Basoga Nsadhu, M nister of State for Fi nance, Uganda

M. Peter Brabeck, Executive Vice President,
CEO designate, Nestlé S. A, Swtzerland
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Aftern

Panel

3/L.2/Add. 1
M. John Koo, President and CEOQ, LG Electronics Inc.,
Republ i c of Korea
M. Bill Jordan, Ceneral Secretary, Internationa
Conf ederati on of Free Trade Uni ons

Resource person: M. Sanjaya Lall, Lecturer, Devel opnent Econom cs,
Oxford University

oon

2: Towards a multilateral framework on investnent?

Exami nati on and revi ew of existing agreenents, identification and anal ysis
of issues relevant to a possible nultilateral framework on investnent and
i mplications for devel opnent.

Chai r man: M. Rubens Ri cupero, Secretary-General of UNCTAD

Panel | i st s: M. Long Yong-Tu, Assistant M nister of Foreign Trade
and Econom ¢ Cooperation, People's Republic of China

M. |I. Adam Mnister for Trade and | ndustries, Ghana
M. B.B. Ramaiah, Mnister of State for Commerce, India
M. Yoji |shimaru, Director-Ceneral

I nternational Econonic Affairs Departnent,

Mnistry of International Trade and Industry, Japan

Ms. Danut a Hubner, Vice-Mnister of Industry and Trade,
Pol and

M. F. Hanburger, Director for Devel opment Poli cy,
Eur opean Conm ssi on, Brussels

M. Rufus Yerxa, Partner, Akin & Gunp Law Fi rm Brussels,
former Deputy United States Trade Representative
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M. Thomas Bata, Honorary Chairnman of Bata Shoe
O gani zati on, Canada
M. Martin Khor, Chairnman, Third Wrld Network, Ml aysia

Resource person: M. Mnty G aham Senior Fellow, Institute for
I nternational Econonics, United States

3: VWere do we go from here? Views fromregi onal and

i nternati onal organizations

Chai r man: M. Alec Erwin, President of UNCTAD | X and
M ni ster of Trade and I ndustry of South Africa

Moder at or : M. Janmes Morgan, Chief Econonics Correspondent,
BBC Worl d Service

Panel | i st s: M. WIliamRossi er, Chairman of the WO General Counci l

M. Patrick N. Sinyinza, President, Trade and
Devel opnent Board

M. Marino Baldi, Chairman, Conmittee on |nternational
I nvest nent and Mul ti nati onal Enterprises, CECD, on behal f
of the OECD Negotiating Group on the Multil ateral
Agreenent on | nvest nent

M. Melito Sal azar, Under-Secretary, Mnistry of Trade
and I ndustry, and Managi ng Head of the Board of
I nvest ment of the Philippines, on behalf of APEC

M. Antonio Kandir, Mnister of Planning and Budget of
Brazil, on behal f of MERCOSUR

Ms. Joanna Shelton, Deputy Secretary-General, CECD

M. Rubens Ri cupero, Secretary-General of UNCTAD
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Closing statenents by M. Rubens Ricupero, Secretary-General of UNCTAD,
and M. Alec Erwin, President of UNCTAD |IX and Mnister of Trade and
I ndustry of South Africa

28. Awitten nessage fromM. Boutros-Chali, Secretary-General of the United

Nati ons, was addressed to the high-level segnent of the Trade and Devel opnent
Board. The text of the message was circulated in TD/ B/ 43/L. 3.

[To be conpleted as appropriate
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Chapter 11

| NTERDEPENDENCE AND GLOBAL ECONOM C | SSUES FROM A TRADE AND DEVELOPMENT
PERSPECTI VE: RETH NKI NG DEVELCPMENT STRATEG ES; SOVE LESSONS FROM
EAST ASI AN DEVELOPMENT EXPERI ENCE

(Agenda item 3)

29. For its consideration of agenda item 3, the Board had before it the
fol |l owi ng docunent ati on:

Trade and Devel opment Report, 1996 (UNCTAD/ TDR/ 16)

Trade and Devel opment Report, 1996: Overview (UNCTAD TDR/ 16 (Overview))

A Statenment by M. Renato Ruggiero, Director-CGeneral of the
Wrld Trade Organi zation

30. The Director-Ceneral of the Wirld Trade Organi zati on said that the goals
of economi ¢ devel opment and trade |iberalization were Iinked in an increasingly

i nt erdependent worl d. The nature of the world trading system had been
transformed since the 1940s. WO rul es today enconpassed standards, services,
intellectual property, trade-related investment and a host of other econonic
activities. WO nenbershi p nowstood at 125 countries, 80 per cent of which were

devel oping countries or countries in transition. G obal i zation of econonic
activity and deep integration had greatly reinforced the inherently
i nterdependent and mutually beneficial nature of trade. The international

conmunity was no |l onger witing the rules of interaction anong separate national
econom es, but rather the constitution of a single global econony, and the
primary focus should be on advancing the trading system as a whole. Real
econom c interests were increasingly global and economc security hinged nore
and nore on the strength of others. The clearest manifestation of this was the
growi ng role of the developing countries in the international trading system
Ni nety of the WIOs 125 nenbers were in the devel oping world and 30 of those
countries that had applied to join were devel oping countries or economes in
transition. Devel oping countries were increasingly active participants in the
functioning of the system having initiated about half the requests for WO
consultations or panels in the past 18 nonths - a large increase in comparison
with their share of 10 per cent of the disputes exam ned by GATT between 1980
and 1994. Devel oping countries' growi ng |l everage in the global trade systemwas
based on raw economic power: they currently accounted for a quarter of world
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trade and, if current trends continued, this figure could reach 40 per cent by
the year 2010 and over half by 2020.

31. Thus t he paradi gmfor econoni ¢ devel opment had changed dramatically. Wile
t he conventional wi sdomused to be that devel opi ng econoni es needed protection
if only tenporarily, from international trade and conpetition, it was now
recogni zed that the opposite was true. Open trade spurred innovation and
creativity, fostered specialization and | owered i nput costs. The old orthodoxy
that foreign direct investnent posed a risk to devel opnment was bei ng stood on
its head. Foreign investnment had enmerged as the central nervous system of the
wor | d econony, suppl enenting domestic savings and increasingly providing the
i nkage through which flowed investnent in production, access to globa
di stribution networks and mastery of current technol ogies on which sustained
grow h now depended. No one stood to benefit nore fromglobalization than did
devel opi ng countri es. Al'l countries now conpeted for the sanme investnents,
mar ket s and i nnovative edge. 1In this sense, globalization was a great |eveller
and the lines separating the devel oped, devel oping and | east devel oped worl ds
were blurring.

32. Growi ng trade and production benefited all parties. 1In 1995, inports of
the 10 | eadi ng Asi an devel opi ng countries had anpbunted to nearly $750 billion

By the end of the next decade, it was estinmated that devel opi ng countries woul d
buy over a third of industrialized countries' exports. Exports were now nore
t han ever significant for enpl oynent. Far fromcosting the devel oped world j obs,
i mport demand fromthe economies in Asia and Latin Anerica had greatly softened
the effects of recession; but the devel oping world' s continued growth strongly
depended on access to devel oped-country markets. Al though the major devel opi ng
econoni es had begun to generate their own internal demand and many had grown
rapidly since 1990 without the stimulus of demand in devel oped countries, they
remai ned dependent on access to services, investnment and technol ogy supplied by
devel oped countri es.

33. The success or failure of all countries depended on the success or failure
of the global comunity as a whole. At the G 7 neeting in Lyon, where the plight
of the l|east developed countries had been a priority, he had enphasized
conmtrment to four points: full and rapid inplenmentation of the Marrakesh
Decl arati on on | east devel oped countries; inproving the market access of such
countries by working towards elimnation of all tariffs and non-tariff barriers
to their exports; helping inprove the investnent climate for such countries

especially by creating a nore level playing field through the negotiation, at
the appropriate tine, of nultilateral rules on investnment; and hel ping build
human and i nstitutional capacity by i nproving the effectiveness and co-ordi nation
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of technical co-operation. He would continue to press these proposals, and hoped
the report of the WIO s Conmittee on Trade and Devel opnment to the WO M ni steria
Meeting in Singapore in Decenmber 1996 would aid in this cause. Al available
tools - trade, investnent and structural adjustnment - nust be brought to bear
on the problem of the marginalization of |east devel oped countries, and there
nmust be close cooperation between WO various organs of the United Nations
system the Bretton Wods organizations, and the various regional bodies to
ensure that the resources and expertise of the international conmunity renai ned
focused, coordinated and rel evant to the nost pressing gl obal needs.

34. Devel opi ng and devel oped countries alike should play a positive role in
preparing for the Singapore Mnisterial Meeting because of the interests of al

i n desi gning the common rul es and structures of a shared gl obal econony. Nothing
exenplified this new |logic of trade policy nore than the issue of investnent.
There was already a consensus that the issues of trade and investnent were
intimately linked in the context of globalization, and that the issues raised
by this |i nkage needed further exam nati on. The UNCTAD and WO secretari ats were
al ready wor ki ng toget her very closely in anal ysing i nvest ment i ssues, and recent
reports published by both of themreflected this collaboration. There was a rea
possibility in Singapore of reaching an MFN agreenent to elimnate all tariffs
on a great nunber of information technol ogy products by the year 2000. The val ue
of trade involved in an Information Technol ogy Agreenent would be at |east

$400 billion, which was nore than the value of the world' s total agricultura
trade. Singapore would also offer an occasion to explain where the process of
gl obal i zati on - whi ch was changi ng peopl es' |ives and sparki ng an i ntense debate

about jobs, incomes, social standards and the environment - was | eading, and to
buil d the bridges between countries required by their interdependence.

B. GCeneral debate

35. The Director of the Division on G obalization and Devel opnent Strat egi es
opened the debate on this itemwi th a statenent which drew special attention to

t he section of the Trade and Devel opnent Report 1996 on | essons from East Asi an
experi ence for devel oprment strategies.

36. The representative of lreland, speaking on behalf of the European Union,
poi nted out that there was no single Asian devel opnent nodel as each case had
specific characteristics. However, there was a consensus on some conmon f eat ures
of nost, if not all, successful econonies. These included nacroeconormc
stability, high rates of donestic saving, naintenance of sound financia
internediaries, high priority given to human resource devel oprment (especially
to high-quality primary and secondary education), conpetitive exchange rates,
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export orientation, a supportive environnent which rewarded entrepreneurship and
al | owed open and constructive di al ogue between governnent and the private sector
regardi ng obj ectives and policies, and governance whi ch bal anced the pronotion
of social cohesion and consensus with that of conpetition between individuals
and conpani es.

37. Ther e was substanti al overl ap between t he cl assi cal framework of structura

adj ustnment and the common features identified in the Asian experience. Both
i ndi cated that the private sector should play the central econom c rol e, wthout
needl ess bureaucracy and controls on business activity;, that the policy
envi ronnent shoul d provi de nacroecononmic stability and a conpetitive exchange
rate, and that it should support an internationally conpetitive private sector

that public services and infrastructure should be efficient and effective; that
fiscal deficits should be curtailed to allow nobilization of savings for
i nvest ment, and that public expenditure should accord priority to human-resource
devel opnent; that financial institutions should inspire confidence and offer
positive real interest rates; that export industries should have ready access
to inported inputs; and that |abour markets should be sufficiently flexible.

38. The European Uni on broadly supported a general approach al ong these |ines.
The mai n differences between the Asian policy approach and that pronoted by the
EU in its economc cooperation related to protection against inports and
government dirigisnme, especially with regard to selecting and pronoting new
industries via State intervention. The latter practice had resulted in very
uneven success both anong Asian countries and el sewhere, and had in some cases
strongly underm ned grow h capacity.

39. He observed t hat whereas the first tier of newy industrializing economni es
in Asia were conpelled to focus their export drive alnpbst exclusively on
i ndustrial-country markets, there was now scope for increased trade anong

devel opi ng countri es. Li kewi se, there were now nmany alternative sources of
foreign investment for developing countries, including the nore advanced
devel opi ng countri es. Conmenting on the need to assist many devel oping

countries, especially the l|east devel oped countries, with the pronotion of
exports, he said the EU had taken note of the suggestion in the Trade and
Devel opment Report 1996 for establishing an international marketing and
i nformation service, but was of the view that such assistance should take pl ace
at a level as close as possible to the relevant industry and be based upon
det ai | ed under standi ng of export capabilities. This task was, he felt, already
an inportant activity of the International Trade Centre UNCTAD WO and was al so
i ncluded in bilateral devel opnent assi stance.
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40. Finally, he stated that the European Union w shed to place on record its
objection to the argunment put forward in the Trade and Devel opnent Report that
Eur opean econoni ¢ and nonetary uni on would prove to be a deflationary process.

41. The spokesman for the Latin Aneri can and Cari bbean G oup (Cuba), comendi ng
the Secretary-Ceneral's effortstofinalizetherestructuring of the secretari at,

enphasi zed the need henceforth for stability in order to enable UNCTAD to
continue playing a useful role in world devel opnent.

42. He noted with disappointnent fromthe Trade and Devel opnment Report 1996
world econonmic growh in 1994 and 1995 had been bel ow expectations, and was
expected to remain so in 1996. This slowgrowh of the world econony, which was
largely due to deflationary policies in the devel oped countries, especially in
Western Europe, was a serious threat to globalization and was havi ng negative
effects on the devel oping countries. He considered the Report's view that
econom ¢ prospects for the South were nownore brilliant than those for the North
to be over-optimstic, because rapid growh in the South remained linmted to a
smal | nunber of countries. |In Latin Arerica, in particular, the nodest regiona

gromh rate of 2.5 per cent forecast by the Report would not allow for a
significant increase of per capita incomes in 1996. However, one positive
el enent was the performance of Chile, which had been able to maintain growth
rates conparable to those of East Asian countries, while maintaining
nmacr oeconom ¢ stability. He suggested that a case study on Chile mght be
carried out in the framework of the Conmission on Investment, Technol ogy and
Rel at ed Fi nanci al |ssues, in order to single out useful aspects of that country's
experience which could be applied to other countries in the region, especially
inthe field of investrment pronotion.

43. In the view of the Latin American and Cari bbean G oup, the secretariat's
recomendati on of an increase in donmestic savings and i nvest nent and of greater
export conpetitiveness was very difficult to carry out for devel opi ng countries
whi ch were still facing protectionist barriers in devel oped countries' narkets,
and were hanpered by a lack of international financing on reasonable ternmns.
I ndeed, the Report recogni zed that private capital flows were benefiting only
a handful of countries, and nost devel opi ng countri es were as dependent as ever
on official financing. H s Group therefore proposed that the secretariat anal yse
alternative credit mechani sms, and urged the devel oped countries to understand
the South's financing requirenments.

44, He expressed agreenent with the Report on the urgency of reforming the
pl anni ng and institutional framework of devel opnent policies in nany devel opi ng
countries. On the issue of replicating the East Asian export-led success, he
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felt that many interventionist policies applied in that region in the past were
pr obabl y not feasi bl e for other devel opi ng countries inthe current international
situation. This left open the question of the right devel opnment strategy for
these countries, taking into account national and regional characteristics

Wi | e acknow edgi ng the central inportance of national policy efforts ainmed at
macr oecononi ¢ adj ustment, he underlined the need for adequate internationa

support. Moreover, pronotion of econoni c cooperation anong devel opi ng countri es,
mai nl'y structured around regi onal and subregi onal integration, was al so extrenely
i mportant.

45, The spokesnman for the Asian Goup and China (Pakistan) said that, while
gl obal interdependence was already a reality, the globalization process was
i ntensi fying interdependence by bringing econonies even closer together and
maki ng them nore dependent on each other. dobalization was neither totally

benign nor totally harnful. It offered opportunities and involved costs. The
opportunities had to be identified and exploited in such a way that gl obalization
did not becone a process in which the winners took all, thus w dening the gap

bet ween those able to reap the gains of globalization and those |eft behind

The enornmous human and social strains of globalization could be mininmzed by
stinulating sustai ned econonmic growh, particularly in the major industrialized
countries. He therefore noted with concern the continued slow recovery in the
industrialized world, particularly in Wstern Europe. Defl ati onary policies
adopted by the devel oped countries had contributed to this situation

46. There were two ot her issues deserving i medi ate attention. The first was
the instability in international financial narkets. He noted with satisfaction
the initiative taken by the M to face such a situation in the future but felt
that the proposal put forward by the G 24 for multilateral coordination and
surveill ance of macroeconomc policies of industrialized countries should be
gi ven serious consideration. The second issue was the problem of debt, which
continued to haunt many devel oping countries. The recent initiative taken by
the Wrld Bank and | M-, with support fromthe G7 and Paris Cub Creditors, was

encour agi ng. However, the initiative fell short of the expectations of the
heavily indebted poor countries in three respects: the debt sustainability
criteria were still restrictive, appropriate flexibility was needed in

determ ning country eligibility; and a nore realistic time franme for eligibility
shoul d be of fered.

47. The sust ai ned export-1ed growm h and devel opnent i n the East Asian countries
was extrenely inportant for their devel opnental efforts, and great interest
attached to the question of whether this could be replicated by other devel opi ng
countries. Many in the developing world had not been satisfied by the neo-
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cl assi cal approach adopted by the Wrld Bank in its assessnment of the Asian
devel opnent experience, and UNCTAD had made a useful contribution to this ongoing
debat e. The Trade and Devel opnent Report had gone beyond the traditional
argunent put forward by the Wrld Bank in various respects: first, by
enphasi zing the need to establish a dynamic interaction between exports and
i nvest ment; secondly, by showi ng the inportance of mobilizing and making full
use of natural resources and abundant, unskilled [abour and of continuously
upgradi ng industries and noving up the technol ogical |adder; and thirdly, by
pointing to the challenges for government policies involving new fornms of
intervention to support a dynami c process of devel opment. However, the debate
on the East Asian nmiracle was far fromover, and there were still many questions
whi ch needed to be answered. These related to the vulnerability of countries
dependent on FDI, the nore restricted role that governnent policies could now
play and the strongly regi onal nature of the East Asian experience. Concerning
this last issue, he pointed out that newly industrialized econoni es coul d becone
the source of FDI as well as markets for the products of other |ess devel oped
countries. He therefore urged UNCTAD to study this dinension of East Asian
devel opnent in greater depth. Finally, he expressed disappointnment at the
failure of the Trade and Devel opnent Report to discuss the actual inpact of new
tradi ng opportunities created by the Uruguay Round Agreenents on the exports of
devel opi ng countries, and he called on the secretariat to devote a section of
next year's Report to this aspect.

48. The representative of I ndia consideredthe exaninationinthis year's Trade
and Devel opment Report of the success of the East Asian devel oping countries to
be particularly useful in view of recent rapid changes in the international
econorny. |Inportant |essons to be | earned fromthe Asian experience in such areas
as investnment and savings, research and devel opnment and regional policies. On
the basis of a policy of gradual reform India had been able to achieve a
remarkabl e | evel of output growth, surpassing that of the Asian region as a
whol e. But the picture was disconcerting for nost of the devel opi ng countries
inlLatin Anerica and Africa, which faced difficult external situations, shrinking
ODA flows and i nadequate international assistance.

49, He shared the view that the Uruguay Round Agreenments provided new
opportunities for devel opi ng countries on the one hand, but reduced their policy
aut onony on the other; and that sone policy options once successfully enpl oyed
by East Asian countries were no | onger viable. He drewattention to the Report's
concl usion that the econom ¢ success of East Asian countries was based on a mix
of policy intervention and market forces which ensured that rapid capital
accunul ati on and technol ogi cal progress were matched by correspondi ng progress
in export growh and diversification. Wth regard to the international policy
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di scussion in the aftermath of the Uruguay Round, he felt that the grow ng
tendency to focus on globalization had diverted governnent and international
organi zations from giving adequate attention to country-specific devel opnent
i ssues.

50. VWi | e recogni zing the i nmportance of the pronotion by devel opi ng countries
of Sout h-South cooperation, he expressed concern at protectionist uses of the
existing rules of the multilateral trading system particularly the attenpt on
t he part of sone devel oped countries to i ntroduce newissues not directly rel ated
to trade into the WO agenda. The multilateral trading systemwoul d not be best

served by an involvenent in non-trade issues such as investnent, |abour
standards, conpetition policy, governnent procurenent, immigration and
corruption. In addition, he believed that any further |Iiberalization of

i nternational trade shoul d give primacy to the i nterests of devel opi ng countri es.
I ndeed, any arrangenent or systemthat accentuated existing global disparities
was to be rejected.

51. The representative of Norway congratul ated UNCTAD on the innovative way
i n which the discussions on interdependence and investnent had been undertaken
during the current session of the Trade and Devel opnent Board, with the active
i nvol venent of the private sector and the civil society in UNCTAD s work.
Stemmi ng from the decisions taken in Mdrand, this approach could serve as a
nodel for intergovernnmental processes in other United Nations organizations.
UNCTAD had been re-established in Mdrand as a politically interesting and
economi cal |y rel evant organi zati on whi ch was i n charge of key devel opnent i ssues
not covered by other United Nations bodies. This new inpetus had gi ven UNCTAD
a breathing space, but its capacity to inplenent the decisions taken by Menber
States rmust be denonstrated on a continuing basis and the secretariat needed to
be assured that it had the support of nmenber States in this endeavour. Questions
rel ated to LDCs were of cardi nal inportance, and his Governnent woul d hol d UNCTAD
accountable for its conmtment towards the LDCs. These questions shoul d be deal t
with as a cross-cutting issue in UNCTAD s activities.

52. He bel i eved that the Secretary-General of UNCTAD urgently needed t o address
the inprovenent of UNCTAD s capacity to link the analysis of integration and
gl obalizationwith policy inplenmentation, i.e. the sequenci ng of policy anal ysis,
policy devel opnent at the country |evel and technical assistance. Hs country
was ready to enter into a di al ogue wi th UNCTAD on i ncreased support for technical
cooperation activities, provided that activities were focused and the planni ng
procedures agreed upon were set in nmotion. Restructuring the secretariat should
not undernmine its technical cooperation activities; they should be pursued on
the basis of comon guidelines and coordinated in a central wunit of the
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secretariat. A successful conclusion of the reform process in UNCTAD was of
interest to the United Nations systemas a whole, and he shared the concern of
the Secretary-General of UNCTAD at the insufficient know edge in New York about
the reform process taking place in Geneva-based organi zati ons.

53. As for the issues dealt with under agenda item 3, he considered that both
the economnics and policies of globalization were conplex and the chall enge for
policy-makers was to weigh the various needs and denmands, while ensuring that
econom ¢ progress was politically and environmental ly sustainable, and that it
took account of the interests of the whole popul ation

54. The representative of China said that continued publication of the Trade
and Devel opnent Report was essential for understandi ng and assessing the gl oba
economi c situation as well as for the fulfilnment of the mandates of UNCTAD.
While a nunber of developing countries in the state of backwardness were
gradual ly taking the road to economic revival, the gap between devel oped and
devel opi ng countries as a whole was still w dening. Most devel oping countries
still suffered from the serious constraints of an unfavourable externa
environnent intheir efforts to achi eve econom ¢ and soci al devel opnent, and were
al so faced with the danger of being marginalized.

55. He agreed with the assertion in the Report that exports to and i nvestnents
fromdevel oped countri es have been an inportant driving force for the East Asian
economni ¢ growt h, which in recent tinmes had been the nost vigorous in the world.
Devel oped countries could intensify these processes, thereby giving a further
i npetus to econonic devel oprent of devel opi ng countries. However, there was an
unfortunate trend towards i ntensified protectioni smin nmajor devel oped countries,
at the very tine when devel oping countries had been further opening up their
econonmi es. This trend would harm the interests of developing countries but
eventual |y those of devel oped countries as well. Only by strengtheni ng exchange
and cooperation on the basis of equality and nutual benefits could solutions be
found to the new probl ens.

56. It was inperative that each country formulate policies for econonic and
soci al devel opnment in accordance with its own national conditions. Differences
in the levels of econom c devel opnent mnust be recognized so as not to force
devel opi ng countries to keep rigidly in pace with devel oped ones in the process
of liberalization of trade and investnment. 1In this regard, the | egacy of sone
devel opi ng countries in terms of | essons and experi ences was far-reaching.

57. The increasingly conplicated international relations resulting from
gl obalization of the world econonmy had resulted in a greater need for
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multilateral frameworks. The neeting anong the executive heads of the Wrld
Bank, I M- and WIO during the recent G7 Sunmit was a welconme first step in this
direction. He was pleased to note that the South-South Conference on Trade and
Fi nance, to be convened in Costa Rica in January 1997, would attract attention
to the i nportance of South-South cooperation, and woul d formul at e new strat egi es
and progranmes of action

58. By continuing its policy of reformand opening its econony to the outside
wor | d, Chi na had nai ntai ned an excel | ent economic grow h rate, whi ch was expect ed
to reach 10 per cent in 1996; and i nflati on was expected to be under 10 per cent.
Thi s year had al so wi tnessed the | aunching of the ninth "Five-Year Plan" and t he
| ong-term obj ective outline for the year 2010. Goals included quadrupling the
average per capita GNP of 1980 by the year 2000, doubling the GNP of the latter
year by the year 2010, and evolving a nore perfect socialist market econony.
But al though China's efforts in the conming 15 years further night enhance the
country's overall strength, it would still remain a devel oping country. China
was ready to join other countries in conmon efforts to achieve econonic
devel opnent and to contribute to the pronotion of peace, stability and
devel opnent .

59. The spokesman for the African Group (Mdrocco) said that it was difficult
to be optimistic about the possibilities for the African continent to achi eve
econom ¢ and soci al devel opnment, given the negative net external financial flows
experienced by the region. The slight inprovenent in comodity prices in 1995
had been largely offset by two interdependent factors: l ack of access to
i nternational capital markets and hi gh debt-service paynents. These two probl ens
had been conmpounded by unstabl e foreign-exchange nmarkets. Describing sel ected
external and internal features of Africa' s economic situation, he said that the
share of African countries in world production and trade continued to decline.
In addition to problems linked to instability and weather conditions, the
economi c situation in nmany African countries had been affected by poor
productivity, difficulties in managenent, failure to diversify exports, and
vul nerability to the international econonic environnent. Mor eover, Africa's
share of FDI remmined small and bold measures had yet to be taken to deal with
the debt problem of African countries. The recent initiative on debt was nost
wel cone, but he regretted that it had not been possible to reach a consensus on
its financing. He was convinced of the necessity and urgency of bol der measures
to solve the debt problem which constituted a najor obstacle to devel opnent in
many African countries.

60. The African Goup was interested in the conclusion of the Trade and
Devel opment Report that major features of the East Asian devel opment nodel coul d
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be replicated in other countries provided that the North did not close its
mar ket s. Sout h- Sout h cooperation could help to conpensate for the |ack of
access to export markets in the North and for the sl ow growmh of the devel opi ng
countries. Every effort shoul d be made to hel p African countries to draw !l essons
fromthe East Asian devel opnent experience - a task for which UNCTAD was fully
qual i fied.

61. The representative of Ethiopia comended the extensive coverage of the debt
issue in the Trade and Devel opnent Report and thanked UNCTAD for technica
assi stance provided in debt negotiations and with respect to the installation
of debt-nmanagenment software. He wel conmed al so the ongoing efforts of I M and
Wrld Bank to fornulate a solution for the debt burden of the heavily indebted
poor countries, including Ethiopia, as well as the United Nations Special
Initiative for Africa, which was governed by the principle that African countries
had the prinmary responsibility for reversing poverty. Noting that the analysis
presented in the Trade and Devel opnent Report of the | essons of the East Asian
experi ence had gi ven extensive coverage to the rol e of manufacturing, he pointed
out that the transformation of the agricultural sector during the early stage
of econom ¢ devel oprment in Japan also offered inportant |essons for Africa
generally, and in particular for Ethiopia, which was an overwhel mingly agrarian
country.

62. In his view, the main obstacle to faster econonmic growth in Africa was a
suppl y-si de constraint. Upgradi ng physical infrastructure and devel opi ng human
resources were inportant measures for relieving this supply-side constraint -
nmeasures in which UNCTAD could play a vital role. Despite the progress of
gl obal i zati on, external financing renained a critical constraint for the LDCs.
Thus significant inprovenments in the flow of investnent and other resources
shoul d be accorded the utnost i nmportance. This was another area i n whi ch UNCTAD
had a role to play.

63. The representative of Belarus said that the creation of an environnent
conduci ve to grow h and sustai nabl e devel oprment shoul d take place primarily at
the country level, inline with the Mdrand i dea that countries should bear the
main responsibility for their own devel oprent. However, as interdependence
i ncreased, internal econom c processes were nore and nore affected by externa
conditions. Thus the creation of an external environnent conducive to growh
and devel opment was central to the agenda of the world community, including
i nternational organi zati ons such as UNCTAD.

64. The Trade and Devel opnent Report 1996 showed that the world econony was
growi ng unevenly. Some countries were achi eving considerable success in their
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devel opnent, while others were still searching for a way out of their crises

Bel arus belonged to the latter group. The recent "Programme of Belarus for
Soci al and Economni ¢ Devel oprment up to Year 2000" took account of both positive
and negative aspects of the current econonmic situation and outlined ways to
overconme current difficulties. The country's econom c stabilization measures
were al ready bearing fruit: the econom c decline was bottom ng out and i nfl ati on
rates had sharply decreased. |t was now the Government's intention to devel op
nodern exports on the basis of attractive investnent policies. The country al so
intended to join the multilateral trade arrangenents.

65. Al t hough he was of the viewthat the devel opnent experience of East Asian
new y i ndustrialized countries could not really be replicated, he felt that many
useful |essons for other countries could be drawn fromtheir experience. Thus
Bel arus was especially interested in the successful experience of the first-tier
Asi an countries in devel opi ng sci ence-intensive production and in inproving the
efficiency of their productionin terns of energy and materials. H's own country
still had to overcone many difficulties related to lack of natural resources

to the necessity to downsize material and energy production, to the need to
attract foreign investnent, and to factors that were hanpering the efforts to
reduce unenpl oynent .

66. The representative of Switzerland commented favourably on the quality of
this year's Trade and Devel opnent Report, although he objected to the inclusion
of such subj ects as the debt of devel opi ng countries whi ch had been de- enphasi zed
anong the new priorities for UNCTAD agreed at UNCTAD | X. Moreover, he di sagreed
with the analysis that weak growt h and hi gh unenpl oynent in Europe were due to
tight fiscal policies, the effects of which should be compensated by a |ess
restrictive nonetary policy. The Swiss authorities were convinced that only a
heal thy fiscal and nonetary policy would be abl e to guarantee the macroecononic
stability that was the basis of durable growth. Europe's unenpl oynment problem
was due to structural rigidities in the |abour market, which retarded the
adj ust ment of European econonies to gl obalization. Labour narket reformin the
direction of greater flexibility would thus be nore appropriate in solving
Eur ope' s unenpl oynment probl em

67. Turning to the question of whether the industrialization experience and
rapi d devel opment of East Asia could be a nodel for other devel oping countries,
he noted that the Report had shown the positive role of exports in the
devel opnent of East Asian countries. Export earnings had constituted an
i mportant source of finance for investnent in the devel opnent of productive
capacities. Trade liberalization as a result of the Uruguay Round was essenti al
in inmproving devel opi ng countries' access to the markets of both industrialized
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and ot her devel opi ng countries. Liberalization should encourage sone countries
to apply the positive experience of Asian countries and to open their narkets.

68. He was convi nced that the | aws of the narket woul d aut omati cally determ ne
victory in conpetition for products and export markets, and that this process
woul d benefit devel opi ng countries. Consequently, the proposal to establish in
UNCTAD a mar keting and i nfornation service to orient devel opi ng countries towards
promi sing markets was not very sound. 1In his view, the role of governnents was
to create a stable nacroeconomic and political environment, to put in place a
conpetent and effective administration, and to create a juridical framewrk that
favoured private investrment and guaranteed the naxi mum devel opnent of hunman
resources. The exanple of East Asian countries had denonstrated the validity
of this concept.

69. The representative of Japan expressed his appreciation for UNCTAD s
initiative in taking up the lessons of the East Asian devel opment experience.
H s Governnent had supported, and would continue to support, UNCTAD s efforts
to explore the applicability of East Asian experiences to other regions,
particularly to Africa where many LDCs had been margi nalized in the process of
t he gl obal i zati on.

70. He drew attention to two nmajor points nade in the Trade and Devel opnent
Report. Firstly, developing countries were not necessarily placed in a nore
di sadvant ageous position in the post-Uuguay Round period than before. Wile
some policy options that had been available to East Asian countries were no
| onger conpatible with current international rules, developing countries,
particularly the LDCs, had been granted the benefit of a longer transitiona
peri od. Furthernore, new opportunities for these countries had also been
provided by the Uruguay Round. The second inportant point concerned the role
of the first-tier newy industrializing countries. By providing markets and
i nvestment to the second-tier econom es, they had pronoted not only South-South
cooperati on but al so regi onal dynam smin East Asia. This could provide | essons
for other regions.

71. Aspects of East Asian devel opment experiences identified by UNCTAD and
still valid included the following: firstly, donestic saving could be devel oped
by postal savi ngs and cooperative savings in a country where the financial sector
was not highly devel oped; secondly, the Governnent could utilize these savings
for investnent in the industries of the future; thirdly, the CGovernment could
play an inportant role in the building of human and institutional capacity;
fourthly, the proper relationship between the public and private sectors invol ved
both cooperation and discipline; fifthly, the large increase in inflows of FD
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in East Asian countries had resulted fromeffective policy managenent, including
the relaxation of foreign exchange controls and the pronotion of transparency
regardi ng i nvestnent rul es; and sixthly, the i nprovenment of |ocal infrastructure
shoul d receive particular attention by the local governnent - a policy which
woul d be supported by Japanese ODA In applying the |essons of East Asian
experiences to other regions where institutional structures renained
under devel oped, Governments shoul d take a gradual approach involving initially
t he di ssem nation of information, vocational training and i ndustrial technol ogy
enhancenent rather than highly conmplex policies providing incentives to
particul ar economic activities.

72. The representative of the Islanmic Republic of Iran expressed concern that
the Trade and Devel opnent Report's forecast of slow world econonic growth
reflected the effects of the unequal access of devel opi ng countries to externa

I ending and FDI. However, these countries had nade great efforts to adjust to
neet the new chall enges, perforning especially inpressively in international

trade. Although the UNCTAD secretariat had dealt with the subject of East Asian
devel opnent twice in the Trade and Devel opment Report, there was still a need
for concrete analysis of the historical and soci o-econonic context in which the
nodel s pursued by countries in that region had evol ved. Wile sone el ements of
t he experience could be used by other devel oping countries, adjustnments woul d
be required, especially owing to the fact that the new multilateral rules |eft
devel oping countries with less scope to support potentially viable new
i ndustries.

73. UNCTAD s debt support progranmes needed to be dynamic and flexible and its
techni cal cooperation activities deserved support. The scope of UNCTAD s
di scussion on investnent issues should be expanded. The savings resulting from
the restructuring of UNCTAD coul d be recycled into technical cooperation which
shoul d al so cover the social aspects of economic policy. The latter subject
could be included in a future Trade and Devel opment Report.

74. The representati ve of I ndonesia said that, for nore than two decades, the
East Asian countries, including Indonesia, had enjoyed unprecedented rates of
economni ¢ grow h. A conbi nati on of favourabl e devel opnents and sust ai ned donestic
policy refornms had enabl ed the countries of this regionto record a strong growh
performance in recent vyears. The end of the recession in the industrial
countries had favourably influenced exports from the region, which had al so
recei ved a considerable inflow of foreign direct investnent and other externa

financial flows, although these had renmined concentrated in a few countries.
Most countries in the region were conmitted to liberalization and deregul ation

However, their remarkabl e achi evenent could not be attributed to a single nodel
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of economi c devel opnent, but reflected the pragmatic response of policy-makers
to specific sets of problens. Neverthel ess, there were a nunber of conmon
features: all were nmarket econonies that encouraged private entrepreneurship;
all had adopted a strategy of export-oriented industrialization coupled wth
prudent macroecononic policies; and all had benefited from a situation of
relative peace and stability in the Asia-Pacific region

75. I ndonesia's experience illustrated the region's rapid transition from an
econony where, just over a quarter of a century ago, 60 per cent of its
popul ati on had been cl assified as poor to one where an annual average grow h of
7 per cent had been sustained over two decades, and where the incidence of
absol ute poverty now affected |ess than 14 per cent of the total popul ation.
Yet |ndonesia's devel opment agenda was in no way conplete. Hi gher growth was
rapidly creating a stronger market econony. At the sane time the country had
reached a particularly difficult stage of developnent which would require
signi ficant forbearance and support fromits devel opment partners. Cearly the
chal | enge for devel oping econonmies in East Asia was to sustain the dynam sm
achi eved over two decades. It was a form dabl e chall enge which could none the
| ess be net by recourse to the sanme strategies that had brought about econonic
dynamismin the first place



