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Draft agreed conclusions submtted by the President of the Council

1. During its high-level segnent (2-4 July 1997), the Council carried out
a conprehensi ve review of the thene “Fostering an enabling environnent for
devel opnent: financial flows, including capital flows, investnent and trade”.
On 2 July, a stinmulating dialogue was held with the Managi ng Director of the
International Mnetary Fund (I MF), the Director-Ceneral of the Wrld Trade

O gani zation (WO, the Secretary-General of the United Nations Conference on
Trade and Devel opnent (UNCTAD), the Under-Secretary-CGeneral in charge of the
econom ¢ and soci al departrments of the Secretariat and the Vi ce-President of
the Wirld Bank. On 4 July, a panel discussion with a group of em nent persons

fromthe business and academ c worlds was al so hel d.

2. The Council took note of the World Economic and Social Survey, 1997
(E/1997/50) and the report of the Secretary-Ceneral (E 1997/67).

. THE CONTEXT
3. The Council considered the theme in the context of the current gl obal

economi ¢ envi ronnent and recogni zed that the overall world econonic outl ook
was favourable. At the same time, growth is not spread wi dely enough and the

gap between devel oped and devel opi ng countries remai ns unacceptably wi de.
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For many countries, particularly the | east devel oped and the African
countries, the threat of marginalization is real. Mny continue to suffer
fromslow econonic growh or stagnation. Al so, unenploynent is at
unacceptably high levels, not only in devel oping countries but al so
i n devel oped countries and countries with economes in transition.
4. A obalization is a fact and a dynamc force. It offers opportunities
as well as risks. The global opportunities created by it must benefit al
countries and the risks associated with it should be nanaged and m ni m zed.
This will require strengthened international cooperation as well as careful
st ewar dshi p and sound poli ci es.

[1. FRAVEWORK FOR | NTERNATI ONAL COCPERATI ON AND NATI ONAL PCLI O ES

A Strengt hened i nternati onal cooperation

5. Each country has the primary responsibility for its own devel oprent.
However, international cooperation and partnership have a vital role in
creating a favourable climate in which capital flows, investrment and trade
can flourish.

6. The broad el enents of an enabling international environment for

devel opnent include: the creation and mai ntenance of stable internationa
conditions; denocratization in international relations in accordance with the
Charter of the United Nations and international |aw establishnment of an open,
rul e-based, equitable, secure, non-discrimnatory, transparent and predictable
multilateral trading system and support for the weakest and most vul nerabl e
menbers of the international comunity through nore favourable treatnent in
trade and finance.

7. The above calls for better integration of devel oping countries,
including, in particular, the African countries and the | east devel oped
countries as well as | andl ocked devel opi ng countries and small island

devel oping States, and the economes in transition into the world econony,

whi ch requires enhancing their capacity to becone equal partners in the world
econony. The international comunity should support national efforts for
capaci ty-buil ding in devel oping countries, including infrastructure and
manpower devel opnent and research and devel opnent. In this regard
Sout h- Sout h cooperation and techni cal assistance from devel oped countries

are also essential elements in pronoting capacity-building in devel opi ng

countri es.
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8. An international enabling environment al so requires coordination of
macroecononm c policies by the international community which foster conditions
of stability, predictability and growth in the world econony, stable exchange
rates, lowinterest rates and |l ow fiscal deficits, as well as trade
l'iberalization, nore equitable access of devel oping countries to gl oba

mar kets, an increased flow of productive investments, technol ogi es and

know edge to devel opi ng countries, and new and additi onal financial resources
fromall sources. It also calls for broadening and strengthening the

partici pati on of devel oping countries in international economc

deci si on- nmaki ng processes.

9. I nternational cooperation efforts should be intensified and strengt hened
towards the devel opi ng countries' endogenous capacity-building in science

and technology. There is a need to pronote, facilitate and finance, as
appropriate, access and transfer of environnmentally sound technol ogi es and t he
correspondi ng knowhow, in particular to devel oping countries on favourabl e
terns, including concessional and preferential terns, as nutually agreed,
taking into account the need to protect intellectual property rights as well
as the special needs of devel oping countri es.

B. Nati onal policies

10. Denocracy, respect for all human rights and fundanental freedons,
including the right to devel opnent, transparent and account abl e gover nance and
admnistration in all sectors of society, and effective participation by civil
society are an essential part of the necessary foundations for the realization
of social and peopl e-centred sustai nabl e devel opnent. The enpower nent of
wonen and their full participation on the basis of equality in all spheres

of society is fundanmental for devel oprent.

11. The devel opnent and mai nt enance of adequate econom c and soci al
infrastructure, in particular a trained workforce and tel ecomuni cations and
transportation facilities, are essential for the integration of countries in
the worl d econony and shoul d be given priority and receive the full support

of the international community. Innovative policies designed to pronote
public-private partnerships to nmeet the enornous demands in these areas al so

need to be pursued.
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12. An essential conponent of an enabling environnent for devel opnent
i s sound national macroeconom ¢ policies and the creation of favourable
conditions for investment and increased donestic savings, including through
the creation of a sound banking system Governnments nust al so provide for
social and econom c infrastructure devel opment, basic social services and, in
particul ar, the needs of wonmen and children. People living in poverty shoul d
be assured access to mcro-credit in order to enable themto undertake
mcro-enterprises, which in turn generate self-enployment and contribute
to achi evi ng enpower nment, especially of women, and the strengthening of
institutions supportive of mcro-credit should therefore be encouraged.
13. Many countries are undertaking structural adjustment and reformand are
pursuing their outward-oriented policies. Their efforts need internationa
support. Particular attention needs to be paid to integrating the socia
di mension in structural adjustnent programmes to ensure equity and the
enpower nent of people living in poverty and of the di sadvantaged and
vul nerabl e groups of society.

C Role of the United Nations system

14, The United Nations system given its unique universal conposition and
reach, has a specific role to play in pronoting an enabling environnent for
devel opnent. Through, inter alia, the recent cycle of internationa
conferences, the United Nati ons has pronoted agreenents and understandi ngs on
policies and goals for devel opnent and has given further inpetus to nationa
action and international cooperation for devel opnment. The United Nations
system nmust now pronote effective inplenentati on of the agreenents reached
by strengthening its normati ve and operational role in devel oprent.

[11. PQICY | SSUES

A Pol i cy coherence

15. Wth the accelerating integration of the world econony, the interaction
bet ween the macroeconom c, structural, trade, financial and devel opnent
aspects of economic policy-making has increased and is likely to intensify
further. 1In the current econom c environnent, the question of policy
coherence has thus energed as a critical one for all participants in the

gl obal econony. An inportant aspect of policy coherence that affects the

i nternational environnent for devel oping countries is the need for greater



E/ 1997/ L. 56
page 5

coherence to maxi m ze the inpact of devel opment cooperation. The

United Nations, the Bretton Wods institutions, and WO al so need to provide
coor di nat ed support.

16. There is a need for an international dial ogue on issues of policy
coherence, and one of the Council's high-level nmeetings with the Bretton Wods
institutions and WIQ, called for under Ceneral Assenbly resol uti on 50/ 227,
shoul d be devoted to this topic. Further study of these issues is required

i ncluding by the Coomttee for Devel opnent Planning or its successor
arrangenents in order to devel op approaches and nodalities that the Council
coul d consi der at a subsequent session

B. Mar gi nhal i zati on

17. Many devel opi ng countries were not able to benefit fromthe

gl obal i zati on of the world econony over the past decade. Effective nmeasures
are called for to assist in their integration into the world econony.

18. The | east devel oped countries face the greatest risk of marginalization.
Many other countries in Africa, notably those south of the Sahara, are
simlarly challenged - they lack various elenments in the physical, financial,
human and institutional infrastructure necessary to enter and conpete
effectively in international narkets. Structural difficulties also deter
inflows of foreign direct investnent (FD) and nore generally, perpetuate the
dependence on a few highly volatile exports. Donestic supply-side constraints
seriously limt export capacity. In nany cases, the difficulties are
conpounded by the heavy burden of external debt service, erosion of trade
preferences, deterioration in the terms of trade, and decline in the overal

I evel of official devel opment assistance (CDA).

19. Margi nalization is al so faced by the most vul nerable groups in all
countries. Increased conpetition under a liberalized gl obal econony therefore
calls for greater concern for the pronotion of equitable distribution of

i ncome and greater access to resources through equity and equality of
opportunity for all. dobalization should be bal anced by social progress

t hrough policies that encourage job-creating growh and ensure social safety

nets.
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C Oficial devel opnent assi st ance

20. CDA renmai ns an essential source of external funding. The overal
decline in CDAis a cause for serious concern. Mreover, a significant
proportion of CDA is funding energency relief, thereby affecting availability
for |ong-termdevel oprment needs.

21. It is inportant to reverse the overall decline in CDA flows and to
achieve internationally agreed CDA targets as soon as possible. Such

assi stance shoul d focus on devel opi ng countries, with particular priority to
Africa and the | east devel oped countries. Sone donor countries have achi eved
or exceeded the accepted United Nations targets to allocate 0.7 per cent of
G\P for overall CDA and 0.15 per cent of G\P for CDA for the | east devel oped
countries and are encouraged to continue to do so. Qher devel oped countries
reaffirmthe commtments undertaken to fulfil these targets as soon as
possible. Countries that are in a position to do so should strive to augment
their assistance in the franmework of devel opnment cooperation. The statenents
made by sone countries to increase ODA are wel cone.

22. The Council wel cones the decision of the IMF InterimCommttee to nake
t he Enhanced Structural Adjustment Facility (ESAF) a permanent facility.
Further efforts are called for to ensure that internationally supported

adj ust nent programmes, includi ng ESAF-supported progranmes, incorporate social
saf ety measures and restructuring of public expenditure, including increases
in expenditure related to primary education and prinmary health services, in
line with the recommendations of the World Sunmt for Social Devel opnent. The
speed and sequencing of these programes and saf eguards for social equity are
critical for their success

23. In order that international financial facilities, particularly the
Internati onal Devel opnent Association (1DA), have nore positive effects on
devel opnent, the conmtmrents for their replenishrment, including the el eventh
repl eni shment of |1 DA, should be fully inplemented in a tinmely nmanner.
Contributions to nultilateral financial facilities have fallen off. It is
essential that multilateral aid disbursenents are not disrupted but are

mai nt ai ned or increased.
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D. Ext ernal debt

24. One of the specific obstacles over the past decade to the devel opnent
efforts of many devel oping countries, in particular those in Africa and the

| east devel oped countries, has been the heavy burden of externa

debt -servicing. Even with sound economc policies and the full application of
the debt-rescheduling arrangenents of the past few years, a nunber of
countries continue to face an unsustai nabl e | evel of external debt-servicing.
Debt - servi ce probl ens of m ddl e-i ncome countries should al so continue to be
addressed effectively.

25. There is an urgent need for effective, equitable, devel oprment-oriented
and durable solutions to the external debt and debt-servicing probl ens of
devel opi ng countries, and to help themexit fromthe reschedul i ng process.

The evol ving debt strategy has contributed to the inprovenent in the debt
situation of a nunber of developing countries. Debt-relief neasures have been
undertaken by creditor countries both within the framework of the Paris dub
and through their cancellation and equivalent relief of bilateral officia
debt .

26. The international community, including the international financial
institutions, is invited to continue to explore ways of inplenenting
additional and innovative neasures to alleviate substantially the debt burdens
of devel oping countries, in particular of the highly indebted | owincomne
countries, in order to help themto achi eve sustai ned econom c growth w t hout
falling into a new debt crisis.

27. In this context, the Heavily Indebted Poor Countries (H PC) Debt
Initiative is welconmed. Its tinmely and speedy inplementation is called for.
The inplenentation of the Initiative requires additional financial resources
fromboth bilateral and nultilateral creditors w thout affecting the support
requi red for devel opnent activities of devel oping countries. The urgent need
is stressed for devel oped countries to give the Initiative the support it both
needs and deserves and to inplenent it flexibly to ensure that the performance
al ready achi eved is taken into account in determning the duration of
adjustnent required to reach, with the assistance of all creditors, an exit
fromdebt rescheduling. The inportance of inplenmenting the Initiative's
eligibility criteria flexibly, in a transparent manner, and with the full

i nvol vemrent of the debtor country, and of continuously evaluating and actively
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nmonitoring the inplications of the existing terns of the eligibility criteria
inthe inplenmentation of the Initiative, so as to ensure sufficient coverage
of heavily indebted poor countries, are al so stressed.

E. Volatility and vulnerability

28. The increased integration of the world econony has the potential for
increased volatility, particularly in international financial markets. The
volatility in prices of primary commodities, interest rates and exchange rates
has a di sproportionate inpact on devel oping countries. Integration of
financial markets al so tends to increase the downside risk of a sudden
reversal of financial flows for an individual country, as well as the
possibility of spillover effects on others.

29. The dramatic increase in capital flows to emergi ng nmarkets has
contributed to sustained econonic growh, but it has al so conplicated

nmacr oeconom ¢ managenent. Sound nacroecononic policies remain an essentia
ingredient to prevent volatility, but specul ative capital nmovenents can
threaten the stability of countri es.

30. The prevention of financial crises will require enhanced early warni ng
mechani sns, including i nproved and effective surveillance of national and
international financial markets. It will also require that multilatera
institutions have the capacity to respond in a quick and coordi nated fashion
to potential crises. |IM is encouraged to fully exercise its role of
overseeing the international nonetary systemto ensure its effective
operation. In this regard, the efforts undertaken since 1995 to strengthen
surveillance, to ensure that | M- is better equipped to identify energing
crises at an early stage and to facilitate its rapid response to such crises
are wel coned.

31. It is recognized that there is a need to strengthen internationa
cooperation and consultation to prevent spillover effects of crises associated
with the volatility of financial flows. International action is required to
i nprove and coordinate regul atory frameworks for international financial
transacti ons.

32. The inportance of ensuring that | M- has sufficient resources to assist

its nenbers is underlined. In this connection, the tinmely conclusion of the
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general review of quotas is encouraged. Potential participants are called

upon to ensure that the New Arrangenents to Borrow becone effective as soon as

possi bl e.

F. Foreign direct investnent
33. Most devel opi ng countries have liberalized their FD al ongside their
trade regimes. Although nost FDI and portfolio capital still flowto

industrialized countries, an increasing proportion is going to devel opi ng
countries. However, FD and portfolio flows are highly concentrated, nostly
in parts of Asia and Latin Arerica. 1In recent years, Africa has received only
a very snall part of total net private flows despite extensive reforns that
continue to be inpl enent ed

34. The growth in FDI in developing countries is of particular inportance
A challenge to the international comunity in contributing to an enabling
envi ronnent for devel oprment lies in encouraging capital and investnent flows
across a broader range of devel opi ng countri es.

35. FD plays an increasingly inportant role in economes in transition.
These countries woul d benefit nmore if the structure of FDI better reflected
the need for investments in productive and export sectors of their econom es.
Creating a favourable investnent clinmate would facilitate this aim

36. In the light of the increasing inportance of foreign direct investnent
in the world econony, the Council notes that UNCTAD, WO and the ot her

organi zations concerned are studying the relationship between trade and

i nvest ment .

G Trade and commodities

37. An open, rul e-based, equitable, secure, non-discrimnatory, transparent
and predictable nmultilateral trading systemis a key element in fostering an
enabl i ng environnent for devel opment and is al so essential for deepening the
flow of technol ogy and information around the world. There is a need to
pronote the universality of WO and to facilitate the admssion, in an

expedi tious manner, to menbership in that organi zati on of devel opi ng countries
and of countries with economes in transition applying for menbership, through
transparent inplenentation of the relevant WO provisions in this regard

38. Trade liberalization should elimnate discrimnatory and protectioni st
practices in international trade relations, which will have the effect of

i mprovi ng access for the exports of devel oping countries and shoul d cover
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access to technol ogy, to distribution channels and to informati on networKks.
Wth the growing internationalization of the services sector, further action
shoul d be taken to facilitate the participation of devel oping countries in
international service liberalization

39. The inportance of fully and expeditiously inplenmenting the Marrakesh
Decl aration, the Mnisterial Decision on Measures in Favour of Least Devel oped
Countries and the Mnisterial Decision on Measures Concerni ng the Possible
Negative Effects of the Reform Programre on Least Devel oped and Net
Food- | mporting Devel oping Countries is stressed.

40. Commodity exports continue to play a key role in the econom es of nany
devel oping countries. Diversification of their economes is essential for
their devel opnent. The international commnity shoul d endeavour to inprove
the functioning of commodity markets with greater transparency and nmore stable
and predictable conditions and shoul d provide greater access to the export
products of those countries.

41. Conti nuing concerted action is needed to renove |ingering, disguised and
ot her obstacles to free and open trade. The liberalization of trade regines
and the pronotion of an open and secure nultilateral trading systemare
central requirenments for the pronotion of econom c devel opment. Al countries
have a shared interest in an open, rul e-based, equitable, non-discrimnatory,
transparent and predictable nultilateral trading system Al Governments
should coomt thenselves to the liberalization of trade and i nvestnent
policies and shoul d foster international cooperation towards this goal.

Wthout prejudice to the clear understanding in WO that future negotiations,
if any, regarding a nultilateral agreement on investrment will take place only
after an explicit consensus decision, future agreenents on investnents shoul d
take into account the objectives of sustainabl e devel opnent, and when

devel oping countries are parties to these agreenents, special attention should
be given to their need for investnent. The U uguay Round Agreenents provide
the framework for an open, rul e-based, equitable, secure, non-discrimnatory,
transparent and predictable nultilateral trading system Al nenbers of WO
shoul d i nplement their commitments fully and all provisions of the Final Act
of the Uruguay Round shoul d be effectively applied to nmaxi m ze econom c growt h
and the devel opnent benefits for all, taking into account specific interests

of devel oping countries. The full realization of the anticipated benefits
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fromthe conclusion of the Wuguay Round al so requires that confidence in the
integrity and credibility of the nultilateral trading systembe upheld. 1In
this respect, the WIO di spute settl enent mechanismis a key el enent of the
credibility of the nultilateral trade system It is essential for al
countries to respect and fulfil the totality of the undertakings of the
Uruguay Round. Unilateral actions of a protectionist nature, inconsistent
with multilateral trade agreenents, should be avoi ded and prevented.
Appropriate nonitoring neasures should continue to ensure that, in the

i npl enentation of the Uruguay Round, the rights, interests and concerns of al
countries are protected, recognized and redressed. In this context, the

i mportance of continuing and intensifying international dialogue on issues of
interest for developing countries, in particular the | east devel oped countries
anmong them in appropriate foruns, is recogni zed

42. The strengthening of the supply capacity of exportabl e goods and
services in the | east devel oped countries, as well as market access, is called
for. The Council encourages the United Nations system including | M= and the
Wrld Bank, WO and UNDP, to provide coordinated support for action in this
area, and urges all countries to participate in the forthcom ng H gh-Leve
Meeting on Integrated Initiatives for Least Devel oped Countries, organized by
WO UNCTAD, the International Trade Centre, the Wrld Bank and | M-, which is
to be held on 27 and 28 Cctober 1997.



