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Good morning ladies and gentlemen,

I must begin first of all by limiting my remarks to economic rights rather than all human rights in my presentation. In the document on the Right to Development, it is noted that the right to development “facilitates a holistic approach to the issue of poverty by addressing its systemic and structural causes”. This objective is identical to that of the Least Developed Country Report and that of UNCTAD, in  general, although we just call it “development”. 
However, we do not interpret development to be a universal right of human beings but a policy challenge for countries, including through cooperation at the international level.  As such the state is very much at the centre of solutions to lack of development and whose interests are, or should be, more or less in line with those of its citizens. Hence the name United Nations, rather than United Humans. Obviously these are not the same, but it seems clear to us that citizens of the most advanced countries tend to enjoy most human rights and this is not a pure coincidence. 

The way to think about this is by looking at inequality.  Obviously global inequality is a product of income (and wealth) differences within and across countries. The former has been on the rise recently but it is still dominated by the latter. UNCTAD`s work is very much focused on closing gaps across countries.
But I am  drifting far from my presentation….
Globalisation has not been kind  to LDCs, Since the 1980s, rapid globalization, driven to a large extent by increasingly mobile and unregulated private capital flows, has resulted in rising global inequality, unsustainable macroeconomic imbalances and heightened economic volatility. Nowhere are the conditions of uneven growth more obvious than in the LDCs, who enjoyed a brief period of rapid growth for a part of the last decade but are now laboring under the imbalances exposed by the global crisis.

Indeed, even during the recent boom period, about one third of all LDCs saw per capita incomes decline, and a quarter saw growth below the global average. Moreover, if we look at the MDGs as a measure of performance, recent UNCTAD research suggests that even with strong growth, progress on the MDGs lagged, since that growth has been accompanied by rising inequality and weak job creation in the formal sectors. The problems are structural.

In over half of the 48 LDCs, manufacturing activity has been declining signifying a very worrying process of premature de-industrialization. As a result, LDCs remain trapped in long-term dependence on exports of agricultural commodities and raw industrial materials. Until this changes, even economic booms will do little to improve living standards and lift the majority of their populations out of pervasive poverty, malnutrition and food insecurity. No country in the world had developed without undergoing a process of structural transformation.  
This structural weakness is compounded by weaknesses in the current global IDA (international development architecture), which locks LDCs in a position of perennial exporters of commodities, and labor-intensive manufactures. The LDC economies have as a consequence remained far too vulnerable to outside shocks and with limited capacity to raise productivity and income levels. Indeed the LDCs are falling further behind and diverging from the rest of the developing world. At the same time the rising cost of oil and food imports are very destabilizing for many LDCs and most LDCs continue to face great difficulties in building credible paths to their graduation.
UNCTAD’s recent analysis indicates that LDCs grew less than all the other developing countries in 2010. Asian LDCs performed better than their African counterparts. Moreover, the per capita GDP growth was negative in 17 LDCs in 2009 and 12 LDCs in 2010. Even according to the most optimistic IMF forecasts, the LDCs average annual growth rate in the next five years will be below the 7% target rate established in the IPoA (at the 4th UN conference on LDCs in Istanbul, May, of 2011 in Turkey). Even accepting the rose-tinted forecasts of the IMF, only 10 LDCs out of the total number 48 will grow fast enough to reach the target rate of the IPoA, which would enable these countries  to graduate out of LDC group.

The LDC Report 2010 calls for a more inclusive global governance but contends that will not happen within the current development paradigm. Rather, the Report calls for the establishment of a  New International Development Architecture, NIDA, in the areas of finance, trade, commodities, technology, climate change and South-South economic cooperation. What is evident is that following the latest global financial and economic crisis, “business as usual” should no longer an option. NIDA represents a comprehensive policy framework needed to reverse the long-term falling behind of LDCs and build a sustainable and inclusive future.
The failure of the conventional policy paradigm has opened a window of opportunity for the implementation of genuinely national development strategies in the LDCs offering more inclusive trade financial and production systems, supporting social integration, and facilitating the absorption of new technologies and generation of quality employment in LDCs. These alternatives can offer LDCs space to build diversified capabilities, reduce chronic vulnerabilities and interest and to ensure that the expansion of South South trade technology and investment flows are extended and turned into lasting development gains.

In view of the collective commitment to achieving more inclusive development, several policy changes are urgently needed. Let me briefly mention the most salient: 

Key policy  challenges
1. Efforts to meet the MDGs will be difficult in many countries without a significant rise in public investment. This points to a larger role for fiscal policy in the development process. It also implies better tax administration to ensure rising revenues. 

2. Targeted sectoral policies are also needed to alleviate poverty. For example, it has been estimated by UNESCAP that raising the average agricultural productivity of the Asia-Pacific region to that of Thailand could take over 200 million people out of poverty and would reduce inequality. The key determinants of labour productivity in agriculture include research and development, education of the rural population, rural infrastructure, particularly electricity and roads, and technology; support and investment in these areas – including foreign investments - would have a major impact on poverty reduction.

3. In addition to targeted government spending and an increased strategic role for the state, the mobilization of private domestic resources will also be essential for raising long-term productive investment. Indeed, this is key to triggering more virtuous development circles, as domestic resource mobilization also helps increase the policy and fiscal space needed to keep productivity on a rising trend. Nations must be allowed to determine their own policies and spending in line with local needs and pressures. Historically, this has been the experience of all industrialised nations, and it makes no sense to deny the same right to poorer countries today. 
In the 2010 LDCR, UNCTAD  proposed an emerging alternative development trajectory for LDCs that we called NIDA, or the new international development architecture, designed  to provide a supportive environment for LDC growth and drastically improve their chances for graduation. The NIDA for LDCs is defined as a new architecture of formal and informal institutions, rules and norms, including incentives, standards and processes, which would shape international economic relations on a way which is conducive to sustained and inclusive development.
The Report identifies five INTERDEPENDNET pillars of the NIDA. These are:

•
The international financial architecture, including the aid and debt relief regime as well as regimes affecting private capital flows, including both into LDCs by non-residents and out of LDCs by residents;

•
The multilateral trade regime

•
An international commodity policy 

•
A international knowledge architecture which enables access to, use and generation of knowledge, including technology transfer and acquisition

•
A regime for mitigation and adaptation to climate change.
OBJECTIVES OF NIDA


1.
Supporting domestic resource mobilization in LDCs

The starting point under a new development paradigm is ensuring greater ownership, autonomy and policy space, increasing the sustainability of development, and helping to build the capacity of developmental states, through enhanced domestic resource mobilization. Most of the effort required – both in the public sector through enhanced tax mobilization, and in the private sector, through greater savings for domestic investment – will be at the national level. However, the international community can reinforce these efforts, partly through  reducing the siphoning away of resources abroad (through better sequenced tariff liberalization, fewer tax incentives for FDI, repatriation of illicit flight capital) and partly through measures such as helping build local capacity (of tax/revenue agencies; of banking systems and financial sectors). Doing so may require new international agencies such as creating a new International Tax Cooperation Agency.

Enhanced DRM will strengthen the ability of LDCs to meet the bulk of their own development resource needs and reduce their chronic dependence on aid agencies and other external agents. However, the LDCs will still face extraordinary challenges for which domestic resources are likely to be inadequate even if mobilized on a higher  scale. These challenges can be classified as acute (short-term) or chronic (long-term). The recent financial crisis is a prime example of the occasional need for short-term external assistance, in the form of an anti-shock facility. 
NIDA places emphasis on developing national productive capacities, aims at a better balance  BETWEEN states and markets, as well as more strategic integration into the global economy. 

2.
Creation of an international commodity policy

NIDA includes calls for taxing commodity derivatives. It also recommends the setting up of a global countercyclical facility which would be of great value for LDCs in order to enable national countercyclical policies and maintain spending on development of productive capacities. External shocks are particularly harmful for the development and poverty reduction; UNCTAD proposes a global countercyclical facility that could deal could build resilience to external shocks.
3.
Enhancing new long-term financing modalities
In fact,  LDCs  often face very harsh financial constraints that severely limit their ability to develop domestic productive capacities. Therefore, they are very dependent on external financial assistance.. Moreover, LDCs’ intrinsic financial fragility, their high level of indebtedness  and their dependence on foreign capital inflows make them exceptionally dependent on external shocks,  the impact of which is often aggravated by high volatility and erratic performance.

.  LDCs’ vulnerability and dependency on the developed world, for both investment and markets, was confirmed once again by the international financial and economic crisis, as the reduction in global demand caused a slowdown in the export performance of many LDCs, with value of exports declining by almost 30% in 2009.
The international financial system today is dysfunctional and incapable of supporting the real economy and development. At the present time major reforms are required to strengthen international financial regulation, improve liquidity creation, and stabilize exchange rates. These are in the interest of all countries. But the need to provide reliable and affordable development financing is also required and of particular interest to LDCs.  There are a number of shortcomings in the current financing programs of the Bretton Woods organizations. Perhaps the most critical is the framework of conditionality, which has not served the growth and development objectives of the LDCs well. More unconditional support is required to support LDCs in certain circumstances.
The international community, with a few exceptions,  thus far, has not honoured its aid commitments to the poorest countries pledged at various international conferences and forums, and has essentially let these countries down. UNCTAD entreats the international community, to not only meet those commitments but to assist, through NIDA, the LDCs to build their productive and export capacities. This means offering DFQF market access to LDCs and extending preferential terms for technology transfer and knowledge accumulation. 
There are also clear examples of long-term financing needs that, by their nature, will be beyond the scope of most LDCs even through enhanced DRM. The most obvious such needs relate to climate change adaptation, which will require 100s of billions per year in additional financing by the end of the present decade. This is beyond the reach not only of LDCs but also traditional aid mechanisms. Therefore, new and innovative sources of financing are required. These include currency transactions taxes, financial transactions taxes, and carbon taxes.

4.
A new SDR-based reserve system?

With the increasing frailty of the U.S. dollar, the world’s currency reserve system is becoming increasingly unstable. The G20 meetings in April 2009 resulted in a decision to substantially expand the quantum of SDRs. Some countries have called for moving toward a system in which the SDR is the key reserve asset. However, there are a number of problems related to the current system of allocating SDRs among IMF member countries, particularly from the standpoint of LDCs, which receive a small portion of the total. I would be useful, as suggested by the Stiglitz Commission to revisit the SDR-Aid link as proposed many years ago by UNCTAD.
5.
Adequate of debt relief

With the multilateral debt relief initiative a cycle of LDC debt reduction and cancellation that began in the 1980s came to an end. However, this has been inadequate. A new framework of debt sustainability is needed including coping with relatively newer sources of debt burdens, including domestic debt and non-Paris Club debt? A new sovereign debt restructuring mechanism should serve the needs of LDCs
6.
Reform of Global Governance 
If LDCs’ needs are to be met through new or expanded international support mechanisms, their interests and concerns must be clearly articulated and heard in the councils of global governance. These include both formal bodies such as the Bretton Woods Institutions and informal bodies such as the G20. Recent adjustments to voice and vote in the BWIs will be reviewed. Alternative bases for more effective LDC representation will be needed.

7. Stronger South -South linkages 
These offer significant growth opportunities for all developing countries, including LDCs, through increased trade, investment and technology flows. Indeed, the resilience of developing countries since the financial shocks of 2008 owes something to the growth of such these linkages in recent years. These have been particularly strong in Asia; but the SS component of LDC trade has also grown rapidly and now accounts for more than half of the total trade and South-South FDI flows account for almost half of total inflows. Still it would be wrong to assume that the benefits are automatic. Our report on African Development this year which documented some of the main trends in that region, struck a cautionary note by suggesting that policy makers in African countries have mainly taken a reactive response to growing South-South flows and need to articulate a more proactive position on SS cooperation.  
Thank you for your attention.
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