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Chairman’s summary

1. Sessional Commttee No. 1 of the forty-fourth session of the Trade and
Devel opment Board was assigned to discuss agenda item4, “Progress towards the
I npl ementation of the Programre of Action for the Least Devel oped Countries for
the 1990s”.

2. The debates, in which rmany del egati ons took part, drew upon the 1997
edition of the report on the | east devel oped countries (TD/ B/ 44/6), which was
i ntroduced by the Secretary-CGeneral of UNCTAD and unani nously praised for its
qual ity and rel evance.

3. The discussions revealed a relative inprovement in the situation of a
great many LDCs in 1996. Gowh had increased per capita income, notably in
certain African LDCs, reversing a trend dating back to the begi nning of the

previ ous decade. The situation was attributed both to exogenous factors, such as
the sustained prices comranded by sone of the commodities which are still the
LDCs principal export earners, and to endogenous factors stemming fromthe reform
pol i ci es being pursued by the LDCs in matters such as inflation, exchange rates
and public finances. The regi onal environnent had al so continued to play an
inportant role: Asian LDCs had benefited fromthe knock-on effects of the

regi on’s econom ¢ dynam sm

4, Encouragi ng though the situation appeared, all delegations believed there
had been too little progress. The LDC del egations enphasized how vul nerabl e many
of themrenained to narginalization in the general econom c nove towards

gl obal i zati on. The LDCs’ econonic situation nmust continue to inprove - and the
LDCs shoul d benefit fromthe probabl e persistence of the factors nentioned above
- but this only highlighted the need for a favourable donestic and external
environnent. Among the topics raised in this connection were:
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a) The debt question. Many del egations noted with concern that the debt
situation of the LDCs had continued to worsen, and that debt-servicing al one
absorbed an excessive proportion of their still limted foreign-currency
resources. Excessive indebtedness was described by the LDC del egati ons as a mnaj or
handi cap to their countries’ devel opment and efforts to reduce poverty. Al
del egations hailed the Hghly I ndebted Poor Countries (HPC initiative by the
Internati onal Moinetary Fund and the Wrld Bank. Many LDC and devel opi ng country
del egations stressed that the eligibility criteria, conditionalities and
tinmetabl e attached to the HPC initiative nust be flexibly, not rigidy, applied,
so that a maxi num nunber of LDCs coul d take advantage of it quickly. Devel oped
country del egati ons pointed out that putting the HPCinitiative into effect
woul d require a boost in the resources of the international financia
institutions (which, it was enphasi zed, bore sole responsibility for the
programe); one devel oped country del egation said it was ready to contri bute.

b) The decline in Public Devel opment Assistance going to LDCs.
Del egati ons representing LDCs stressed that the objective of the Programme of
Action for the 1990s, nanely 0.15% of G\P devoted to PDA for LDCs, had not,
bar a few exceptions, been attained by the PDA donor countries and that PDA
had declined in real ternms over the course of the year to 0.06% of the donor
countries’ G\P. The LDC del egations felt that the decline was indicative of a
[ ack of support within the international community for the LDCs’ econonic
devel opnent and reform policies, especially as the PDA had tended to be directed
towards emergency humanitarian aid in preference to | ong-term devel opnent. One
PDA donor country del egation rem nded the neeting of the budgetary circunstances
that nmade the target unattainable for the nmoment. Another devel oped PDA donor
country del egati on announced its Governnent’s wllingness to give priority to
LDCs in its devel opnent assistance policy..

5. Ceneral |y speaking, the difficulty of securing concessionary financing was
seen as a significant obstacle to inprovenents in export capacity and the pursuit
of structural reform

- Market access. The LDC del egations felt their countries still had too
little access to world markets despite inprovenents in one area. They decried the
mai nt enance of tariff barriers and the continuing threat of tariff increases, the
erosion of preferential regines, and the use made of anti-dunpi ng neasures and
norms, Vvoicing the hope that the LDCs might, within the generalized system of
trade preferences, enjoy asymmetric, preferential treatment in areas such as
food and farm produce, textiles, clothing and hides, and tropical industria
products. But it was also pointed out that the U uguay Round agreenents included
a nunber of exenptions and instances of preferential treatment for LDCs which
m ght enable themboth to supply nore to “niche” markets and to maintain their
conparative advantage on traditional ones. The LDCs should actively seek to
derive nore advantage fromthe preferential arrangenents adopted for their
benefit. The del egation of one nwjor inporting country spoke of the lack of
i nterest shown by LDCs in market-access arrangenments that had recently been nade
avai |l able to them A devel oped country del egati on al so commrented that the LDCs
had not al ways derived as nuch benefit as originally hoped frompreferentia
mar ket - access arrangenents, while at the sane time the erosion of such
arrangenents did not inply the inmmediate and total eviction of the LDCs fromthe
mar kets concerned. Over the long term the better solution would seemto be for
the LDCs to becone nore conpetitive on world markets. Geater supply capacity
was, in several delegations’ judgenent, essential for LDCs, and UNCTAD was asked
to provide technical assistance for that purpose.

6. Several devel oped and devel opi ng country del egati ons announced their
intenti on of maki ng i ndependent offers of narket access to LDCs at the next high-

I evel neeting on integrated initiatives for the devel opment of LDC trade hel d under
WO auspi ces. One del egation pointed out, however, that narket access was one of the
two facets of the agenda for the neeting, the other being technical cooperation

Del egati ons unani nously congratul ated the secretariat on its active involvenent in
preparations for the neeting concerned and hoped it would play an inportant part in
the nmeeting itself and in the execution of the recomendati ons expected to result.



TD/ B/ 44/ SC. 1/ L. 3
page 3

Several del egations called for maxi mum consi stency anong the various internationa
organi zations with responsibilities in that area. One del egati on voiced regret that
UNCTAD nenber States had not been involved in the meeting, and said that proper

di scussion of questions relating to LDCs required all parties concerned to take
part.

a) Attracting Foreign Drect Investnment and gai ni ng access to technol ogy.
Several del egati ons enphasi zed that the nost recent UNCTAD Worl d I nvest nent
Report showed a notable increase in FDI flows to LDCs. Still, LDCs accounted for
only atiny mnority of FD flows to devel oping countries, and did not generally
benefit fromthe virtuous circle |linking export growh to greater FD .

b) The need for LDCs thenselves - including those that have recently been
experiencing serious political difficulties - to pursue reformand seek to derive
maxi num benefit fromthe facilities nade available to them

c) The major role of institutional and economc stability. Many del egati ons,
fromLDCs and el sewhere, wel coned the enphasis placed in this year’s report on LDCs
on institutional, political and social decline. In nany cases, internal and externa
conflict and popul ati on nmovenents nay have contributed to institutional and econonic
decline resulting in a farmng crisis, destruction of infrastructure, and
interruptions in educational, health and social services aggravated by |and n nes.

It was pointed out that conflicts in one country often had deleterious effects on
nei ghbouri ng countries and their economes. One LDC del egation stressed that the
enmergency food aid that the international community was induced to supply in order
to alleviate the i nmedi ate effects of such crises could, over the | onger term
adversely affect the agricultural devel opnent of the countries concerned.

Del egations fromLDCs that had recently suffered such a decline said that the
decline was not irreversible but that donestic and foreign peace did have to be
restored, denocratic institutions and the rule of |aw had to be put in place, and
the internati onal community had to lend its support. One devel oped country

del egation felt that trimmng mlitary spending and preventing conflicts could help
to roll back the danger of decline.

7. The statements and exchanges on agenda item4(a) reveal ed a consensus on the
i nportance to all LDCs of the farm ng sector which was their principal source of
jobs, exports and i ncone, and, by extension, on the cardinal inportance of reforns
in that area. The sector’s obvious contribution to LDC food security was al so
enphasi zed, along with its interrelationship with social devel opnent, notably
education and heal t h.

8. Some LDC del egations described the difficulties their farm ng sectors were
experiencing: rising domestic prices following the liberalization of the sector
while international prices renmained stable; outdated systens of |and ownership; an
inability to gain access to nodern technol ogi es and inputs; the paucity of funds
made avail able to agriculture; and difficulties in gaining access to externa
markets, which they attributed to the erosion of preferential reginmes granted by

i mporting countries and econom ¢ and custons unions, the persistence of tariff
barriers, subsidies in devel oped countries (the LDCs havi ng abandoned theirs), and
heal th and quaranti ne standards. One devel oped country del egati on was at pains to
poi nt out that such standards, which were not hidden barriers, were legitimte, and
said that its Governnment hel ped LDCs to bring their farmproduce into line with
them Devel opi ng country del egati ons pointed out that an export-oriented farm
sector could lead to difficulties with donmestic supplies. They al so stressed the
need for suitable infrastructure: the lack of, or serious deficiencies in, energy
supplies, rail, road and tel ecommunications facilities gravely handi capped farm and
ot her kinds of developnent in LDCs . Thus it was necessary to increase PDA to LDCs.
LDCs shoul d al so work to reduce the tax burden on farners, to nodernize farm
structures, to liberalize nmarketing networks and to strengthen agricul tural support
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servi ces, anong them research and human resources training. One devel oped country
del egation said that the four nain thrusts of farmdevel opnent in LDCs shoul d be
diversification, inproved financing, technology acquisition and intensified
resear ch.

9. Several del egations fromLDCs and el sewhere wi shed to see UNCTAD, which is
responsible for nmonitoring the inplementati on of the Programme of Action for the
Least Devel oped Countries for the 1990s, continue to play a major role in the
international conmmunity’s consideration of questions relating to LDCs by, anong
other things, forging a |link between participation in international trade and

devel opnent, and providing LDCs with assistance in establishing thenselves in the
wor |l d econony. Del egations fromboth LDCs and devel oped countries hailed the
secretariat’s inplementation of the first integrated country programes and voi ced
the hope that the benefits of such programmes woul d soon extend to other LDCs. The
LDC del egations expressed their satisfaction at the increase in contributions - now
amounting to nore than half the initial target set - to the trust fund for LDCs set
up by UNCTAD in response to the conclusions of the N nth Conference. Del egations
from devel oped and devel opi ng countries announced pl edges by their Covernnents to
the fund. Several pointed out that, while LDCs had accounted for an increased
proportion of UNCTAD technical cooperation in 1996, that proportion was nonet hel ess
i nadequat e and UNCTAD still needed to tailor the technical assistance it offered to
the specific needs of the LDCs. The del egati on of one of the nost advanced
devel opi ng countries explained that its Governnment had set up a programme of

bi | ateral cooperation for Portuguese-speaki ng LDCs.



