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FOREWORD

At its annual meeting for 2001, the United Nations’ Committee
for Development Policy addressed three topics: the reappropriation
of Africa’s development strategy by African countries and peoples
themselves; governance responsibilities in a globalizing world;
and some issues related to the least developed countries. 

Despite its wealth of natural and human resources, Africa as a
whole has not yet participated successfully in, or benefited from,
globalization. Although growth has shown signs of revival recent-
ly, the legacy of the growth collapse remains, with living condi-
tions deteriorating significantly in many sub-Saharan African
countries. Examining the challenges involved, the Committee con-
cludes that sustained growth in Africa will be possible only if the
African people become empowered in the process of development.
The Committee thus advocates a participatory strategy aimed at
improved governance, the mobilization of both financial and non-
financial resources, and innovative partnerships.

Economic globalization has contributed to an overlap in nation-
al and multilateral interests, raising a series of implications for
nation state policy-making. Regardless of whether governance is
exercised at the national or global levels, the Committee considers
it essential to ensure transparency of governance, fiscal trans-
parency, a stable economic and regulatory environment, and sound
management of resources. The Committee emphasizes that devel-
oping countries should establish effective “ownership” over their
development programmes, as well as ensure the efficient use of
resources in the implementation of those programmes. It also
agrees that national capacities should be effectively mobilized. 

With regard to the graduation of least developed countries, the
Committee feels that there is insufficient information available at
present on the likely treatment of least developed countries after
graduation by development partners and multilateral organizations.
The Committee thus recommends that the Economic and Social
Council request development partners to make the required infor-
mation available in order to enable the Committee to provide
advice to the Council on the issue of a smooth transition after grad-
uation. Partly for this reason, the Committee also recommends that
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the Council extend the transition period for the graduation of
Maldives until the next triennial review in 2003, before a final
decision is taken by the General Assembly about the country’s
graduation.

It is hoped that the analyses and recommendations of the
Committee contained in the present report will contribute to the
multilateral discussions of and solutions to the problems
addressed.

Nitin Desai
Under-Secretary-General

for Economic and Social Affairs
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PREFACE

The Committee for Development Policy is a high-level advisory
body, established by the Economic and Social Council in 1966 as
the Committee for Development Planning and renamed in 1998.
The role of the Committee is to assess emerging development issues
and formulate policy recommendations.

The Committee consists of 24 experts from the fields of eco-
nomic development, social development and environmental protec-
tion. The members are appointed in their personal capacity by the
Economic and Social Council upon the nomination of the
Secretary-General of the United Nations. The current members,
who have been appointed for the term starting on 1 January 2001
and expiring on 31 December 2003, are:

Ms. N’Dri Thérèse ASSIÉ-LUMUMBA (Côte d’Ivoire):
Associate Professor of African Studies and of Education,
Cornell University, Research Associate of Université de
Cocody, Abidjan, Côte d’Ivoire, Associate Director of
CEPARRED (Centre Panafricain d’Etudes et de
Recherches en Relations Internationales et en Education
pour le Développement/PanAfrican Studies and Research
Center in International Relations and Education for
Development), Abidjan;

Ms. Lourdes BENERÍA (United States of America): Professor of
City and Regional Planning and Director of Gender and
Global Change Programme, Cornell University;

Mr. Albert BINGER (Jamaica): Director of the Centre for
Environment and Development, University of the West
Indies, Jamaica, and Chair of Global Environment Division
of Rockefeller Foundation, New York;

Mr. Olav BJERKHOLT (Norway): Professor of Economics,
University of Oslo;

Mr. Eugenio FIGUEROA B. (Chile): Professor of Economics
and Director, Center of Environmental and Natural
Resource Economics, School of Economic and
Administrative Sciences, University of Chile, Santiago,
and Adjunct Professor, Department of Marketing, Business
Economics and Law, University of Alberta, Canada;
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Mr. Shangquan GAO (China): Professor of Economics at Beijing
University and Shanghai Jiaotong University, and Dean of
School of Management, Zheijang University;

Mr. Leonid M. GRIGORIEV (Russian Federation): Director-
General, Bureau of Economic Analysis, and Associate
Professor of Economics, Moscow State University;

Mr. Patrick GUILLAUMONT (France): Chairman, Centre for
Study and Research for International Development and
Professor, (CERDI), University of Clermont-Ferrand;

Mr. Ryokichi HIRONO (Japan): Professor of Economics, Teikyo
University, and Professor Emeritus of Economics and
Business, Seikei University;

Ms. Louka T. KATSELI (Greece): Professor of Economics,
University of Athens, and Research Fellow, Centre of
Economic Policy Research Foundation;

Ms. Marju LAURISTIN (Estonia): Professor of Media and
Communication, University of Tartu, and Member of the
Estonian Parliament;

Ms. Mona MAKRAN-EBEID (Egypt): Professor of Political
Science and Political Sociology, American University,
Cairo, and President of the Association for the
Advancement of Education;

Mr. P. Jayendra NAYAK (India): Chairman and Managing
Director, Unit Trust of India Bank, Mumbai;

Ms. Mari Elka PANGESTU (Indonesia): Executive Director,
Centre for Strategic and International Studies, Jakarta, and
Professor of Economics, University of Indonesia;

Mr. Milivoje PANIC (United Kingdom of Great Britain and
Northern Ireland): Fellow of Selwyn College, University of
Cambridge, and Visiting Professor of International
Economics, University of Milan;

Mr. Eul Yong PARK (Republic of Korea): Professor of
Economics and Management, Dean of Graduate School of
Global Management and Director of Centre for
International Development, Handong University,
Kyeongbuk;
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Ms. Suchitra PUNYARATABUNDHU (Thailand): Director of
Ph.D. Programme in Development Administration,
National Institute of Public Administration and Adviser to
the President, National Institute of Development
Administration, Bangkok;

Mr. Delphin G. RWEGASIRA (United Republic of Tanzania):
Executive Director, African Economic Research
Consortium, Nairobi;

Ms. Sylvia SABORIO (Costa Rica): Development Consultant
and Adjunct Professor at Georgetown University,
Washington, D.C.;

Mr. Nasser Hassan SAIDI (Lebanon): First Vice-Governor,
Banque du Liban, Beirut;

Mr. Udo Ernst SIMONIS (Germany): Distinguished Research
Professor, Berlin Science Centre;

Mr. Ruben TANSINI (Uruguay): Director of the Department of
Economics and Professor of Industrial Organisation and
Microeconomics, University of Uruguay;

Ms. Funmi TOGONU-BICKERSTETH (Nigeria): Professor of
Psychology, Obafemi Awolo University, Nigeria;

Ms. Dorothéa WERNECK (Brazil): Executive Director,
Brazilian Export Promotion Agency, Vice-President,
Brazilian Export Association and Counsellor, Nature
Conservancy.
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I. Main findings and recommendations

1. In response to the request of the Economic and Social Council
in its resolution 2000/34 of 28 July 2000, the Committee for
Development Policy at its third session (2-6 April 2001) examined
the theme chosen for the high-level segment of the substantive ses-
sion of 2001 of the Council, namely, the role of the United Nations
system in supporting the efforts of African countries to achieve sus-
tainable development. The Committee stresses that the reappropria-
tion of Africa’s development strategy is crucial to addressing
Africa’s special needs. The Committee also deliberated the broad
theme of improving economic governance at the national, regional
and international levels. As proposed in the report on its second ses-
sion,1 within this theme, the Committee decided to focus its attention
on the issue of governance responsibilities in a globalizing world,
given the importance of ongoing processes of globalization for
developing countries. In addition, as also requested in Council reso-
lution 2000/34, the Committee examined specific issues related to
its work in the area of the least developed countries.

A. Reappropriation of development in Africa

2. Many African countries have not yet been able to participate
successfully in the contemporary global economy particularly since
the 1970s, even though they are endowed with considerable natural
resources, as well as abundant human resources and cultural diversi-
ty. The Committee is of the view that the main challenge for Africa
is to reappropriate its own development strategy and policies.
Sustained growth in Africa will be possible if a majority of African
people become empowered in the process of development. In order
to meet this empowerment challenge and to enable Africans them-
selves to gain ownership of their development programmes and
process, the Committee advocates a participatory and coordinated
strategy that involves concerted and coordinated action on (a) the
improvement of governance at both the domestic and multilateral

1 Official Records of the Economic and Social Council, 2000, Supplement No. 13
(E/2000/33).



levels; (b) the mobilization of domestic non-financial resources; (c)
the mobilization and effective use of financial resources; and (d) the
development of innovative and dynamic partnerships.

3. The Committee recommends that the United Nations system
coordinate closely its own activities in order to assist African coun-
tries in developing their indigenous coordination capabilities through
the strengthening of appropriate mechanisms and institutions at the
local, national and regional levels. The United Nations system is
urged to address and resolve the existing coordination failures
through measures including (a) the establishment of clear priorities
aimed at the implementation of carefully designed and integrated
development programmes and projects; (b) the active participation of
the African countries themselves in the selection, design, implemen-
tation, monitoring and evaluation phases of these programmes and
projects; (c) the development of dynamic and effective partnerships
among donor agencies, technical assistance experts, host government
agencies at the national and local levels, and the recipient countries’
civil society; and (d) the introduction of transparent and publicly
accountable monitoring and evaluation procedures.

4. The United Nations system should also play a leading role in
facilitating the inflow of foreign direct investment (FDI) and other
long-term private flows to Africa, and re-examine the effectiveness
of the present official development assistance (ODA) system based
on voluntary contributions by member countries. Given the sharp
decline of these contributions in recent years, every effort should be
made to design innovative mechanisms to reverse the decline and to
increase aid effectiveness. The introduction of some form of
mandatory contributions for development, possibly through the
imposition of a development-assistance tax on international com-
mercial and financial transactions, could be discussed and exam-
ined as one of the possible innovative mechanisms.

B. Governance responsibilities in a globalizing world

5. Economic globalization has redrawn the boundaries of eco-
nomic activity. This has made it more difficult to separate national
and multilateral interests, raising a series of implications for nation
State policy-making. Regardless of whether governance is exer-
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cised at the national, regional or global level, it is essential to
ensure: (a) transparency of governance; (b) fiscal transparency; (c)
a stable economic and regulatory environment; and (d) sound man-
agement of resources. Within this general framework, governance
responsibilities can be assigned to any of those levels, with each
having a comparative advantage in certain aspects of governance.

6. The Committee stresses that bold initiatives need to be under-
taken in a number of key areas of governance, including the
enhanced participation of developing countries in multilateral gov-
ernance; greater transparency and accountability at all levels of
governance; the formulation of “core principles” with regard to
governance responsibilities; a greater involvement of people in
national and local development; and the development of open and
innovative partnerships among various actors and at different levels
such as, for example, between donor and recipient Governments
and institutions, between the public and the private sector, and
among Governments, social partners and civil society. 

7. The Committee recommends that coordination failures be rec-
tified to ensure the maximum efficiency and effectiveness of exter-
nal assistance, both financial and technical. While improved coor-
dination by donors is required at all levels, developing countries
also need to ensure “ownership” over their development pro-
grammes and processes in their respective countries and efficient
use of the resources deployed. In addition, there is a need to effec-
tively mobilize national and subnational capabilities and capacities,
such as those of the informal sector, whose knowledge and
resources should be increasingly incorporated into the formal econ-
omy. The Committee stresses the need to secure adequate resources,
especially ODA, and to reduce high debt burdens.

C. Least developed countries

8. In its resolution 2000/34, the Economic and Social Council took
note with appreciation of the revised criteria for the identification of
least developed countries presented in the Committee’s report on its
second session, but decided to defer to its substantive session of 2001
the consideration of the recommendation to graduate Maldives from
the list of least developed countries. The Council also requested the
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Committee to re-examine its recommendation to graduate Maldives,
taking into account, inter alia, (a) the report of the Secretary-General
on additional measures that could be taken to ensure a smooth transi-
tion from least developed country status for graduating countries; (b)
the report to be prepared by the United Nations Conference on Trade
and Development (UNCTAD) on the effective benefits derived by the
least developed countries from their inclusion in the list, together with
an assessment of the implications of graduation for Maldives; and (c)
the memorandum by the Government of Maldives expressing concern
regarding its graduation from the list of least developed countries
(E/2000/104, annex, enclosure).

9. Following a thorough re-examination of its previous recom-
mendation that Maldives be graduated from the list of least devel-
oped countries, the Committee confirms that, on the basis of the
current criteria, Maldives is eligible for graduation. However, as the
additional information requested by the Economic and Social
Council is not currently available, the Committee recommends that
the Council extend the transition period until the next triennial
review of the list of least developed countries in 2003, before a
decision is taken by the General Assembly on the country’s gradu-
ation. This extension should make it possible to obtain adequate
information about the proposed treatment of graduating countries
by their development partners. 

10. In response to the Economic and Social Council’s request for
an examination of the potential impact of post-graduation transition,
including an assessment of the implications of graduation for
Maldives, the Committee also notes that insufficient information had
been provided by development partners, such as the World Trade
Organization, funding organizations of the United Nations system,
regional development banks and bilateral aid organizations, on their
likely treatment of former least developed countries after graduation.
The Committee considers that a concrete assessment of the potential
loss of benefits associated with the least developed country status as
a result of graduation is essential if adequate advice is to be provid-
ed to the Council on the issue of smooth transition after graduation.
The Committee thus recommends that the Council request relevant
development partners and multilateral organizations to make avail-
able the relevant information on their likely response to a country’s
graduation, before the fourth session of the Committee.
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II. REAPPROPRIATION OF AFRICA’S DEVELOPMENT

A. Introduction

11. During the Millennium Summit of the United Nations, New
York, 6-8 September 2000, the heads of State and Government
devoted one of the eight parts of the United Nations Millennium
Declaration (see General Assembly resolution 55/2) to Africa under
the title “Meeting the special needs of Africa” (paras. 27 and 28).
The present section of the report will serve as a contribution to the
discussion on how best to address Africa’s special needs.

12. Even though Africa is endowed with considerable natural
resources, especially minerals, and abundant human resources and
cultural diversity, many African countries, unlike most Asian coun-
tries, have not yet been able to participate successfully in the con-
temporary global economy. Ironically, Africa’s resource endow-
ment has often been diverted from being a development asset and
transformed instead into a development liability.2 By and large,
steady economic progress has eluded many countries throughout
the continent. As noted in table 1, many sub-Saharan African coun-
tries reached their present level of income per capita in the 1970s or
1980s. In most of the countries, income per capita subsequently col-
lapsed in the 1980s. It should also be noted that in 16 African coun-
tries in 1998, income per capita was less than or about half of the
maximum level attained earlier.

13. However, conditions vary across the continent. Some coun-
tries have avoided the growth collapse, and others resumed growth
modestly in the mid-1990s. A small number of countries in sub-
Saharan Africa are able to continue a long-run growth performance
at or above a 2.5 per cent a year benchmark of income per capita,
while a larger set has the potential to reach or even to exceed the 2.5
per cent benchmark in this decade. Despite their substantial growth
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potential, other African countries exhibit high-variance growth
prospects owing to their vulnerability to economic shocks, notably
fluctuations in the prices of commodities on which their export
earnings—and hence imports of capital goods—are dependent.
Still, many are estimated to have poor growth prospects or to be
heavily involved in armed conflicts. Growth prospects, according to
this taxonomy, are summarized in table 2.

14. If conditions improve in the economically vulnerable and
“conflict” countries, Africa’s growth prospects will be brighter. It is
estimated that a 1 per cent increase in the projected growth rate for
these two groups would raise regional growth by three-quarters of a
percentage point and generate a modest improvement in the pro-
jected growth rate for the remaining groups. The total effect would
be to bring the projected growth rate for sub-Saharan Africa close
to the 2.5 per cent benchmark. By symmetry, however, a 1 per cent
reduction in the projected growth rate for these groups would
reduce projected region-wide growth to nearly zero.

15. Even though growth has revived in many countries, the lega-
cy of the growth collapse remains, with living conditions deterio-
rating significantly. Africa is the only region of the developing
world where the regional average of food production per person has
been declining over the last 40 years.3 In most African countries,
the number of poor, in relative and absolute terms, in both rural and
urban areas, has increased in recent years and the working popula-
tion has experienced a substantial decline in its standards of living.
Conditions have deteriorated even further in many countries
because of the human immunodeficiency virus/acquired immunod-
eficiency syndrome (HIV/AIDS) pandemic which is exacting a
heavy toll on human lives. Not only is it a humanitarian tragedy on
an extraordinary scale, but it amounts to a massive economic disas-
ter for the continent, affecting negatively economic and social
prospects for generations to come. For some African countries this
pandemic could have disastrous consequences similar to those suf-
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3 According to the latest available data, 192 million Africans, 28 out of every 100, are
food-insecure, that is to say, they lack access to enough food to lead a healthy and pro-
ductive life. The hungry are the poorest of the poor. Their productivity is the lowest and
they have the highest incidence of nutrition-related health problems. Children in chron-
ically undernourished families are the least likely to be in school.
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fered by native peoples of the Americas during the sixteenth, sev-
enteenth and eighteenth centuries, when they were decimated by
diseases brought to the New World by their European conquerors.

16. Political instability and armed conflict have posed additional
risks to Africa’s development prospects over the current decade.
The countries facing these concerns loom large in the African land-
scape and include the neighbours of those directly affected. Thus,
barring the resolution of existing conflicts and the smooth imple-
mentation of political succession in these countries, even concerted
action by Governments and donors alike to remove structural obsta-
cles to growth in the near term is unlikely to bring about sustainable
growth and development for the bulk of African countries.

17. In the face of considerable adversity and economic collapse,
African people, particularly the poor, have shown extraordinary
resilience and developed many new coping mechanisms. They have
been assisted by policy initiatives that have been undertaken with a
goal of reversing sub-Saharan Africa’s decline. These have met with
varying degrees of success. Most indicators for sub-Saharan Africa,
including access to education and basic health care, food security
and gender balance, have continued to worsen. The question is why
results have been so poor. How can African countries embark on
sustained growth in this decade, generating wealth and resources to
eradicate poverty and promote sustainable development?

18. The worsening situation in Africa demands a profound
rethinking of earlier solutions. This is becoming increasingly more
important in view of the new challenges facing Africa, especially
that of responding to the demands of globalization and information
and communication technologies (ICT). Mistakes of the past should
not be repeated. Discussions and analyses of what went wrong are
likely to continue and to be heated. The Committee is of the view
that many policy failures can be attributed to insufficient ownership
and participation in domestic policy formulation and implementa-
tion by Africans themselves. Insufficient ownership was also cou-
pled with the lack of an integrated and well-monitored approach to
development assistance. In many cases, both factors came into play,
aggravating the situation. 

19. Africa is a continent where policies have been much influ-
enced by external advisers and put into place by weak
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Governments. The absence of significant local African ownership
or participation in the conceptualization, design, implementation
and evaluation of development programmes and projects helps
explain many of the policy failures. Donors’ efforts in much of
Africa have, more often than not, neglected culture, religion, norms
and values—the very factors that Asian countries used to great
advantage in fostering their development. Many of the earlier
efforts also operated on the assumption that structures, ideas and
strategies formulated in totally different countries based on their
historical and cultural experiences would work in Africa. Past
development efforts have also not taken positive cognizance of the
immense natural, human and cultural resources possessed by
Africa. As a result, many development challenges have not been
successfully tackled.

20. A significant quantity of resources have, on the other hand,
been contributed over time by donors and multilateral organizations
to address the structural imbalances in Africa and to alleviate
poverty.4 These resources, however, have been declining over time:
in nominal terms, ODA to sub-Saharan Africa in 1999 was 65 per
cent of its level of 1995. The detrimental effects of the ODA decline
have been made worse by the fact that the use of aid has not always
been as efficient and effective as warranted. Some of the solutions
proposed and applied to problems have contributed to worsening
the situation. It has been said that Africa has become a “graveyard
of development projects”. One of the major reasons why resources
have been wasted is that, apart from not taking into serious consid-
eration African institutions, values, norms and culture, the aid
process often lacked the coordination, effective monitoring and
evaluation necessary to produce the expected results.

21. At the present time, there are many competent Africans with-
in Africa and scattered around the world. Advantage could be taken
of indigenous African knowledge and the practices used by
Africans so that policy and programme responses would be inter-
nally driven, culturally compatible and therefore have a better
chance to become sustainable. The question is how to bring togeth-
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ration of ODA to GNP was 4.28 per cent, compared with 0.84 for all developing coun-
tries (Development Cooperation 2000 Report (Paris, OECD, 2001)).



er all the African assets to engineer, with the support of external
assistance, an African way to development. The challenge, there-
fore, is for Africa to reappropriate its own development process.
Sustained economic growth in Africa will be possible if all African
people, including poor and marginalized groups, become empow-
ered in the process of development.

B. Empowerment as a target and means of development

22. Empowerment implies the direct ownership of the develop-
ment process by Africans through a participatory development
strategy. Empowerment is best promoted through a set of integrat-
ed and coordinated initiatives to enhance participatory capabilities
through education, the coverage of basic needs, particularly of
health, securing of water and energy supplies, reduction of food
insecurity and expansion of employment opportunities.5 This
approach also stresses the importance of greater transparency and
accountability within the public sector.6

23. To meet the empowerment challenge and to enable Africans to
gain ownership of their development process, the Committee advo-
cates a participatory strategy that involves concerted and coordinat-
ed action on: (a) the improvement of governance, at both the
domestic and multilateral levels; (b) the mobilization of domestic
non-financial resources; (c) the mobilization and effective use of
financial resources; and (d) the development of innovative and
dynamic partnerships.

1. Improvement of governance, at both the
domestic and multilateral levels

24. Governments at all levels must take the lead in the mobiliza-
tion and allocation of resources needed for empowerment. This will
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5 It is fully compatible with General Assembly resolution 50/107 of 20 December 1995 in
which the Assembly proclaimed the first United Nations Decade for the Eradication of
Poverty and chose Africa as a target group for poverty eradication, through the adop-
tion of an interdisciplinary and integrated approach, enacted via all the relevant pro-
grammes of the United Nations system.

6 See the Windhoek Declaration and the Charter for Public Service in Africa, adopted at
the Third Biennial Pan-African Conference of Ministers of the Civil Service, held in
Windhoek, Namibia, 5 and 6 February 2001 (A/56/63-E/2001/21, annexes I and II).



require improved legal frameworks and strengthened competence in
government administrations. The institutional capabilities to under-
take comprehensive and complex economic and social policies must
be enhanced. Greater transparency and accountability at all levels
of government is a precondition for improved governance.

25. The effectiveness of development assistance programmes and
projects funded by multilateral organizations should be carefully
monitored and their impact on human development should be eval-
uated with the help of appropriate indicators. Monitoring and eval-
uation will greatly enhance the transparency and accountability of
multilateral organizations and enhance the effectiveness of foreign
assistance. Within this framework, an initial report describing the
expected improvement in the economic and social conditions of the
host countries should be considered a sine qua non input for the
assessment and determination of eligibility for financial support of
any multilateral programme or project. This should be supplement-
ed by periodic reports during the implementation phase, monitoring
and assessing progress against the expected goal.

2. Mobilization of domestic non-financial resources

26. African countries have large but seriously underutilized
human resources owing to the lack of education, training and job
opportunities. The human resource situation is also severely affect-
ed by the HIV pandemic, the brain drain and mismatches in the sup-
ply and demand for educated labour. Strong and concerted efforts in
improving the formal and informal educational systems, and in
safeguarding expanded access to education as well as in promoting
job creation and on-the-job training are needed to turn the tide.
Attaining that level of general education that is needed for effective
participation in contemporary society includes action to maximize
enrolment in primary education, to achieve rising enrolment in sec-
ondary and tertiary education, to facilitate vocational training need-
ed for productive work and to create opportunities for lifelong
learning. Achieving these educational goals should be considered a
global common good, and a necessary precondition for sustainable
global development, and is of utmost importance to Africa. In order
to facilitate their achievement, the United Nations system should
give guidance and create incentives for the effective allocation of
multilateral resources to education and training programmes.
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27. Compared with many countries that have succeeded in pro-
moting growth, Africa is richly endowed with land but, in respect
of agriculture, suffers from low productivity and insufficient diver-
sification. The green revolution has hardly touched Africa.
Farmers have by and large not had the opportunities for credit,
including microcredit extension services, more efficient inputs,
and enlarged markets which have increased the productive poten-
tial of the agricultural sector in many countries. Therefore, agri-
cultural resources must be mobilized for the benefit of local com-
munities and the national economy in a concerted effort to raise
productivity and promote diversification. As it proceeds, agricul-
tural expansion must pay proper attention to indigenous practices
and knowledge systems.

28. One of the preconditions for expanding agriculture and
agribusiness is the opening of international markets for African
agricultural exports. The reduction of existing agricultural subsi-
dies and import barriers in developed countries is an important
precondition for export-led growth in almost all African countries.
In this respect, the European Union’s recent decision ultimately to
grant duty-free and quota-free access to all exports, except arms,
originating from least developed countries is a first step in the
right direction. Most sub-Saharan African countries are expected
to be beneficiaries of this initiative. It is hoped that the initiative
will be accelerated and expanded further and that other countries
will follow suit.

29. The continued dependence of many Africans on unprocessed
biomass energy (fuelwood, agricultural residues and animal dung)
is resulting in growing environmental degradation, and also impacts
negatively on the health status of households.7 Affordable access to
energy services by the rural poor is essential not only to meet basic
needs such as cooking and lighting, but also to provide water sup-
plies and improved sanitation which are critical determinants of
community health. Equally important is the role that energy servic-
es play in education and economic development more generally. 
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7 An estimated 100 million families in Africa lack access to modern energy services: effi-
cient lighting, energy for cooking and water supplies, and reliable transportation.
Families are subjected to breathing in the gases and other pollutants released by the
burning of animal dung and agricultural residues.



30. Africa’s abundant natural resources should be used with
greater care in terms of revenue and employment accruing to the
local communities and national economies. The same holds true for
other economic activities including tourism, agribusiness and the
traditional textile industries which can generate export receipts and
employment. The potential for increased value added is dependent
partly upon trade conditions and partly upon the possibilities of fur-
ther processing which, for many countries, is severely hampered by
a lack of infrastructure and capital. Productivity can be enhanced
and quality improved through the availability of appropriate tech-
nology, coordinated marketing possibilities and improved infra-
structure. The role of microcredit is basic to the purpose of business
creation and income-generation. 

31. The efficient use of resources can be significantly enhanced if
investment projects are designed so as to form clusters of integrat-
ed activities, generating externalities and spin-offs. In the promo-
tion of such clusters, infrastructure, training and marketing require-
ments should be carefully planned and implemented.

32. Efficiency of resource use can also be expanded through
proper use of technical assistance. Advanced developing countries
have accumulated vast knowledge and experience on how to deal
with similar challenges in such areas as health, education, transfer
of technology, investment promotion and financing of infrastructure
development. With financial assistance provided by developed
countries or international financial institutions, middle-income
developing countries can extend valuable technical assistance to
Africa, transferring their experience and know-how.8

33. Through improved infrastructure, domestic markets have an
important role to play in fostering new production but domestic
markets are often too small to realize economies of scale in a com-
petitive world. The effective enlargement of markets through
regional or subregional integration arrangements and the strength-
ening of regional institutions can play a significant role in the mobi-
lization and effective use of financial resources.
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Nations, the United Nations Development Programme (UNDP) and the Global Coalition
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34. Effective mobilization of resources entails the use and devel-
opment of social capital at the community level. The social capital
needed for effective participatory development consists of the
wealth of local practices and existing community networks and cul-
tural variety in African society. Social capital is important: (a) as an
asset for cultural and social coherence and sustainability; (b) as a
mechanism for the creation of stronger collective bargaining and
decision-making capacity for the local communities vis-à-vis State
authorities and international organizations; (c) as a functioning sys-
tem of informal monitoring and mutual responsibility which could
be used to enhance accountability and cooperation; and (d) as a
mechanism for enhancing learning and opening channels for the
generation of new knowledge.

35. Mobilization of indigenous social capital entails the develop-
ment of its linkages with the new social and technical skills (includ-
ing computer literacy) needed for effective participation in the
modern networking society. Comprehensive programmes for social
learning and community development should be created for trans-
ferring traditional forms of social capital into effective mechanisms
of cooperation and partnership with modern institutions.

3. Mobilization and effective use of financial resources

36. Within the economic domain, one of the keys to improved
growth in Africa is the acceleration of investment. Few, if any,
countries have ever succeeded in sustaining growth without a
strong nexus between increased private saving and investment. To
create an institutional environment that will foster this nexus may
be regarded as a necessary condition for sustained economic
growth. A rise in the investment share of GDP in African countries
requires the more effective mobilization of private savings,
enhanced government savings and increases in net foreign transfers
and/or capital flows, particularly ODA and FDI.

37. African Governments’ own contributions and ODA (net of
debt servicing) must be used to the utmost to foster an enabling
environment that will encourage private domestic saving and even-
tually enhance FDI. Given the expanding set of needs that have to
be financed by government resources, efforts should focus on
expanding the tax base through prudent taxation. Furthermore,
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external assistance and ODA flows have to be increased to comple-
ment domestic resources in the pursuit of investment opportunities.
The Committee notes that new efforts should be undertaken at the
multilateral level to ensure that (a) donor countries meet their obli-
gations; (b) ODA is an integral component of recipient countries’
development strategies; and (c) resources are used efficiently. 

38. The alleviation of the external debt burden of African coun-
tries is essential for freeing resources for development. Further
progress in the implementation of the enhanced Heavily Indebted
Poor Countries (HIPC) initiative through its replenishment and
extension is therefore critical. In some cases, even deeper relief
than under the HIPC initiative is warranted, as acknowledged by the
Group of Seven countries in their decision to cancel all bilateral
ODA and eligible commercial credits to countries qualifying for the
HIPC initiative (see E/2001/45, para. 7).

4. Development of innovative and dynamic partnerships

39. To succeed in promoting empowerment in Africa through the
mobilization of resources, innovative and dynamic partnerships
must be built at the national, regional and multilateral levels.
Within each country, mobilization of human resources is enhanced
if development programmes are fostered via partnership among
government, involving all relevant ministries and official institu-
tions, social partners, civil society and non-governmental organiza-
tions. The involvement of local and regional administrations is
often a precondition for the proper design of development pro-
grammes and the efficient use of resources. Partnerships should be
fostered between the public and private sectors especially in such
areas as infrastructure development, financing, water and energy
supplies, and technology transfers.

40. Regional cooperation can take the form of institutional devel-
opment or cooperation agreements in almost all sectors of the econ-
omy. Regional cooperation is especially valuable to small African
countries, in that it enables them to enlarge their market size and to
compete more effectively in world markets. South-South coopera-
tion can strengthen the negotiating position of African countries in
international forums and improve their technology and productive
practices.
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41. International cooperation does not involve solely cooperative
financial arrangements between multilateral organizations and
African Governments. It ought to be built around cooperative finan-
cial and technical assistance networks involving donor countries,
multilateral organizations, foreign banks and corporations, host
Governments, including sectoral ministries, and the civil society of
host countries. Through these networks, skills for organizational
work, participation in the global networks and the use of Internet
could be enhanced and used as a resource for the development of
civil society and participatory democracy.

C. The role of the United Nations system
and multilateral institutions

42. The Committee welcomes the recent United Nations system
initiatives to support the empowerment of the African population,
particularly of its poorest members. It particularly notes the follow-
ing initiatives:

(a) To strengthen institutional mechanisms for conflict prevention,
resolution and peacekeeping (see the initiatives described in
the Secretary-General’s report on causes of conflict and the
promotion of durable peace and sustainable development in
Africa (A/52/871-S/1998/318) and Security Council resolution
1318 (2000) adopted on 7 September 2000);

(b) To support human resource development and capacity-build-
ing (Tokyo Declaration on African Development and Tokyo
Agenda for Action (A/53/559-S/1998/1015, annex I); Cairo
Agenda for Action (A/50/647, annex II, AHG/Res.236
(XXXI), annex); Programme of Action of the Decade of
Education in Africa, 1997-2006; Indigenous Knowledge
Programme; African Capacity Building Initiative/Partnership
for Capacity Building in Africa (PACT));

(c) To contribute to the elimination of poverty and employment
creation (Libreville Summit Declaration and Plan of Action,
1999; Jobs for Africa; Africa 2000; Poverty Reduction and
Growth Facility, forthcoming Third United Nations
Conference on the Least Developed Countries (May 2001,
Brussels)); 
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(d) To achieve food security and access to safe water supplies
(Tokyo Declaration on African Development and Tokyo
Agenda for Action, Cairo Agenda for Action; United Nations
System-wide Special Initiative on Africa programme on
water; Administrative Committee on Coordination (ACC)
Network on Rural Development and Food Security; special
programme on food security);

(e) To address the health crisis (Lomé Declaration on HIV/AIDS
in Africa, 2000 (A/55/286, annex II, AHG/Declaration 3
(XXXVI))).

All these initiatives go in the right direction and should be further
encouraged.

43. The Committee notes, however, that for such activities to
have the maximum impact, the United Nations system should coor-
dinate closely its own activities under these initiatives and assist
African countries in developing their own indigenous coordination
capabilities through the strengthening of appropriate mechanisms
and institutions at the local, national and regional levels. In so
doing, the United Nations system can help develop a consolidated
international approach to Africa. 

44. The United Nations in particular has to address and resolve
the existing coordination failures, which are prevalent at the nation-
al, regional and multilateral levels and which not only reduce effi-
ciency but also entail considerable costs for the recipient countries.9

Preventing coordination failures involves inter alia: 

(a) The setting of clear priorities, aimed at the implementation of
carefully designed and integrated development programmes;

(b) Active participation of African countries themselves
(Governments, non-governmental organizations, local admin-
istrations and civil groups) in the selection, design, imple-
mentation, monitoring and evaluation phases; 
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(c) The evolution of dynamic and effective partnerships per pro-
gramme between donor agencies, technical assistance experts,
host government agencies, and the recipient countries’ civil
society;

(d) The introduction of transparent and publicly accountable
monitoring and evaluation procedures aiming to measure the
economic and social impact of each programme. 

45. The monitoring and evaluation of development programmes
and projects would enhance considerably the transparency and
accountability of multilateral institutions. The Committee notes, for
instance, that the European policy experience relating to the use of
structural funds by the least developed regions of the European
Community, especially by Southern Europe and transition coun-
tries, might be a useful model for the United Nations system in
addressing Africa’s special needs. The participatory design of such
regional development programmes and the monitoring and evalua-
tion procedures adopted, regarding the use of funds and their impact
and effects on convergence and cohesion, provide valuable insights
into participatory development and multilateral assistance. In light
of the European experience, complementary funding could be chan-
nelled through ODA-based development funds. This funding should
be made conditional on the existence and effective implementation
of a comprehensive national development strategy, discussed and
agreed upon by all relevant partners and monitored during its
implementation by independent international and local experts.

46. Coordination mechanisms have to be strengthened at the mul-
tilateral, regional, national and subnational levels. The Economic
and Social Council and the Economic Commission for Africa
(ECA) should take a leading role in that process, assisted by spe-
cialized and other United Nations agencies. The deepening of
arrangements and institutional capacity-building at the regional
level will also facilitate the coordination process.

47. Within such a framework, the technical assistance system
should be re-examined with a view towards:

(a) The integration of technical assistance into the host country’s
development and administrative structures;

(b) Greater coordination among operational activities in the field;
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(c) Enhanced effectiveness of operations.

48. The provision of technical assistance by developing countries
in the framework of new partnerships can prove extremely useful in
promoting empowerment and development. The United Nations
should assist African countries in building, sustaining and reinforc-
ing a network of such partnerships and in strengthening cooperation
between Africa and Asia, Africa and Europe and Africa and the
American countries.

49. The United Nations system should explore new avenues for
African development in the post-industrial society and media, and
ICT, whereby better use could be made of African cultural
resources. 

50. The United Nations system should also play a leading role in
facilitating the inflow of FDI and other private flows to Africa. The
strengthening of regional financial intermediaries, the extension of
multilateral non-commercial insurance programmes (such as those
provided by the Multilateral Investment Guarantee Agency
(MIGA)) and the creation of regional “one-stop shops”, facilitating
project financing and building private-public commercial partner-
ships, can mitigate risks and expand the spread of FDI to African
countries.10

51. The United Nations system should also re-examine the effec-
tiveness of the present ODA system based on voluntary contribu-
tions by member countries. Given the sharp decline of these contri-
butions in recent years, every effort should be made to design inno-
vative mechanisms to reverse the decline and to increase aid effec-
tiveness. The introduction of some form of mandatory contributions
for development, possibly through the imposition of a develop-
ment-assistance tax imposed on international commercial and
financial transactions, could be discussed and examined as one of
the possible innovative mechanisms.

52. The United Nations system can underpin the empowerment
process of African countries and the mobilization of domestic and
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external resources for African development. As noted by the
Secretary-General “notwithstanding a variety of debt relief meas-
ures, including the enhanced HIPC initiative, Africa’s debt problem
remains unresolved. The debt crisis is a serious development chal-
lenge facing African countries”.11 The Committee notes that in the
context of deliberations on Financing for Development, the United
Nations system should explore innovative and constructive ways to
reduce the external debt burden of African countries and to gener-
ate in the process resources for domestic development.
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III. GOVERNANCE RESPONSIBILITIES
IN A GLOBALIZING WORLD

A. Introduction

53. The Committee was informed of the decision of the General
Assembly to have a further round of hearings on globalization in
September 2001 and was already aware of the high-level interna-
tional intergovernmental event on financing for development,
scheduled to take place in March 2002, as well as the World
Summit on Sustainable Development, in September 2002. With
these forthcoming events in mind, the Committee decided to pursue
its earlier proposal to consider the subject of governance at the
national, regional and multilateral levels. The Committee examined
this issue, focusing on some of the areas addressed in the Secretary-
General’s report to the Preparatory Committee for the High-level
International Intergovernmental Event on Financing for
Development (A/AC.257/12) and on selected areas relating to the
World Summit on Sustainable Development. 

54. In the United Nations Millennium Declaration of 8 September
2000, world leaders resolved to create an environment—at the glob-
al and national levels alike—which was conducive to development
and to the elimination of poverty (see General Assembly resolution
55/2, para. 12). They underlined that this required good gover-
nance, both in each country and at the international level. Within
this overall framework, however, many questions still remain unan-
swered. One basic question is which governance functions should
be national and which should be regional or global. Some could, in
fact, be assigned to the subnational or even the local level. Beyond
the issue of the “optimal regulatory area”, a variety of forms of gov-
ernance exist at each level and, in recent years, there has been con-
siderable evolution in thinking on these matters. Moreover, there
are differences and preferred assignments according to the domain
of activity and the pertinent policy area.
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B. Why global governance?

55. Economic and social development depends on the provision
of both private and public goods. Where potential private benefits
from the production of goods and services are less than costs or
where private benefits cannot be appropriated, there is a private dis-
incentive to their production. If public benefits are high, this might
create a rationale for the public provision of such goods and servic-
es (such as the provision of national defence or a judicial system).
Moreover, where there are positive international externalities in the
production of such goods (such as environmental protection in
other countries), there may be a case for the provision of transna-
tional or global public goods. With rapid globalization, externali-
ties—both positive and negative—have increased and the concept
of “global public goods” has assumed correspondingly greater
importance in recent decades.12

56. The choice of the most appropriate model for the provision of
global public goods depends on the need to balance economic,
social, environmental and political considerations to make global
activity efficient and publicly accountable. The choice is also sen-
sitive to the manner in which national sovereignty is seen to be
affected and the extent to which countries are prepared to agree to
forms of collective or shared sovereignty.

57. To create a global or multilateral governance structure, coun-
tries collaborate in one of three ways: 

(a) Through global institutions, which ensure transnational gov-
ernance, often through conflict avoidance and resolution
and/or dispute-resolution mechanisms. The World Trade
Organization is one such example;

(b) Through multilateral associations of regulators, which agree
on common standards, and rely on their members to implement
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multilateral governance structures are further examples of intermediate global public
goods, and constitute an area where an increasing need is being felt.



these standards in each country. The Bank for International
Settlements (BIS) and the International Organization of
Securities Commissions (IOSCO) are examples;

(c) Through associations of trade organizations or other national
interest groups, which agree on “good practices” and work for
their adoption within their member countries. The
International Telecommunication Union (ITU), the
International Chamber of Commerce (ICC) and other organi-
zations play such a role. Accounting and auditing standards
for corporations represent an example of this.

58. Global governance structures could be usefully applied in the
area of international capital flows. Included here would be policies
governing FDI, such as competition policy and bankruptcy law, tax-
ation and trade policies, as well as the regulation and supervision of
banks and financial institutions. In each of these policies, an
improvement in governance might require a reallocation of roles
among global, regional, bilateral and national governance struc-
tures. Such a reallocation of roles should be determined by social
and distributional requirements as much as by the need for greater
economic efficiency. 

59. Regardless of whether governance is exercised at the nation-
al, regional or global levels, the following general issues need to be
considered:

(a) Transparency of governance, both public and corporate,
increases accountability, thereby strengthening the credibility
and public understanding of both policy choices and private-
sector initiatives. This, in turn, would facilitate the effective
implementation of policies and ensure the pursuit of public-
private sector partnerships. In particular, greater transparency
in the implementation of economic policy helps build confi-
dence in government policies. For example, the consolidation
of open tendering procedures in the case of public works and
of public procurement practices can enhance transparency and
produce a favourable private sector response. Transparency
also minimizes the scope for corruption, money-laundering
and illegal transactions;

(b) Fiscal transparency can make a major contribution to good
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governance by ensuring that the public is aware of and under-
stands the objectives, actions and consequences of proposed
fiscal measures, such as the introduction of a value-added tax.
Fiscal transparency makes Governments accountable for the
implementation of fiscal policy, and thereby strengthens the
credibility and public understanding of macroeconomic poli-
cy choices.13 Fiscal transparency is also important in achiev-
ing macroeconomic stability and high-quality growth;

(c) A stable economic and regulatory environment at all levels
of governance is conducive not only to the mobilization of
resources for development but also to efficient private sector
activities; this pertains, for example, to competition, industri-
al organization, market-based pricing, exchange and trade
regimes, banking systems and related activities;

(d) Sound management of resources must be ensured through
effective public sector operations, publicly accountable insti-
tutions (for example, the treasury, central bank, public enter-
prises, civil service, and the official statistics function), effi-
cient administrative procedures (for example, expenditure
control, budget management and revenue collection), trans-
parency of private-sector activities and democratic oversight.

Within this general framework, governance responsibilities can be
assigned to either the global, regional or national level, with each
having a comparative advantage in certain aspects and functions of
governance.

C. Assignment at the global level

60. Economic globalization has redrawn the boundaries of eco-
nomic activity. This has made it more difficult to separate national
and multilateral interests, raising a series of implications for nation
State policy-making. Furthermore, globalization, particularly
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early publication of the budget, and adequate reporting on the outcome at the end of
the fiscal year.



through international trade and capital flows, has eroded the auton-
omy of national policy-making as well as the effectiveness of
domestic policy tools. For this reason, in many instances,
Governments have voluntarily transferred national competencies to
regional or multilateral institutions (for example, trade relations or
monetary arrangements). Because of this process, various forms of
international regulation of economic activity appear to be necessary,
primarily when activities transcend boundaries and national compe-
tencies have been transferred to the regional or international level.

61. Flows of FDI are now growing at a faster rate than interna-
tional trade. Recently, this growth in FDI has been underpinned by
a wave of transnational mergers and acquisitions and consequent
increases in global firm concentration in an increasing number of
industries. This requires a revision of investment and competition
policies at the global level.

1. Developing core principles for investment

62. If countries are to receive FDI in sectors and industries where
they have a comparative advantage, they need to create a conducive
investment climate and confidence (a) that there will be no expro-
priation of assets; (b) that, if assets get nationalized under any con-
tingency, fair value compensation will be paid; and (c) that most-
favoured-nation (MFN) and national treatment will be provided.
Countries have to ensure that the terms under which any FDI flows
into a country will not be discriminatory, either because of the
country of origin or because domestic investors are provided with
better terms.

63. Countries have typically negotiated these core principles bilat-
erally, and over the years several hundred such agreements have
been signed. A major difference between these agreements lies in
the sectors where exceptions from these core principles have been
designated, generally on the grounds of strategic interest. Within the
developed countries, there are considerable differences in the speci-
fication of such strategic sectors, and developing countries are also
unlikely to have uniformity in this matter. Consequently, although
attempts have been made by the Organisation for Economic
Cooperation and Development (OECD) and the European Union
(EU) for a multilateral investment agreement that would possess all
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the characteristics of a global public good, it seems more likely that,
for some years hence, the core principles for attracting FDI will be
put in place through bilateral agreements. The Committee recom-
mends the development, dissemination and application of core prin-
ciples for foreign investment agreements.

64. Nevertheless, such multilateral agreements are desirable on
two counts. First, global economic efficiency calls for a multilateral
approach. Second, it is desirable to increase the participation of
developing countries in the formulation and design of these agree-
ments and to increase their bargaining power in the process.
Experience shows that negotiating core principles at the multilateral
level may be difficult. Even with only OECD members participating,
the attempt to institute a multilateral investment agreement failed.
Given the even greater problems inherent in bringing more than 180
countries to the negotiating table, regional agreements might be a
feasible intermediate step towards facilitating the achievement of
multilateral agreements in the longer run, while recognizing that in
some areas multilateral agreements are a “first best” solution.

2. Governance in the setting of sound financial
practices applicable internationally

65. The past decade has seen much progress in the setting of good
banking and financial disclosure and financial practices, which
have a bearing on the functioning of banking and financial markets.
These practices encompass transparency, both in data dissemina-
tion, which must be regular and accurate, and in setting objectives
for financial soundness and management, and the strengthening of
market intermediaries. Thus, banking supervision, securities market
regulation and insurance regulation have begun setting increasing-
ly demanding targets for capital adequacy and transparency in
financial reporting dissemination. Stronger financial intermediaries
reduce the risks of financial volatility, particularly of system-wide
repercussions. New norms and standards for accounting and audit-
ing, superior norms and principles for payment systems, and higher
transparency in fiscal, monetary and financial policies have
emerged, and these are to be welcomed.

66. The design of such codes of conduct and higher standards has
been pursued mostly by institutions, Governments and regulators in
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developed countries. In the evolution of these standards, developing
countries have generally been excluded. This impinges adversely
on good global governance and “ownership”. For many developing
countries, which lack financial market maturity and where institu-
tions are nascent, both the prioritization and the pace at which high-
er standards are to be adopted would need to vary, depending very
much on their historical circumstances and institutional develop-
ment. By giving inadequate, or often no representation to develop-
ing countries, the wider adoption of these core principles, norms
and standards is jeopardized and financial flows into some devel-
oping countries are less than they otherwise would be. For these
reasons, the Committee recommends the effective participation of
developing countries in the design and implementation of core prin-
ciples and standards of global and multilateral governance.

3. Competition policy

67. Any marked liberalization of trade relations requires neces-
sary accompanying measures that inhibit companies from reintro-
ducing analogous, but private, restrictions to market access. The
same applies to each country. External trade liberalization is not a
substitute for competition policy, if liberalized imports and
exports become subject to domestic monopolistic restrictions and
practices. Furthermore, replacing a public monopoly with a pri-
vate one does not necessarily increase social welfare. Competition
and regulatory policies therefore need to be put in place in con-
junction with the privatization of many State-owned monopolies
or enterprises.

68. As a first step, Governments in developing countries should
adopt a domestic competition framework that includes basic laws
regarding restrictive business practices, abuse of dominant position,
and mergers and acquisitions, as well as adequate regulatory
enforcement structures that provide private sector access to enforce-
ment authorities on non-discriminatory terms. Developing countries
should also examine such practices from the perspective of their
impact on long-term development; evidence suggests that open, con-
testable markets are a factor favouring growth and development.

69. In view of the internationalization of business and the
transnational consequences of an increasing number of domestic
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competition cases, international cooperation is necessary both to
ensure the effective enforcement of antitrust disciplines and to
avoid the drawbacks of the extraterritorial application of domestic
competition legislation. In comparison with the multilateral trade
framework, cooperation in competition policies lags significantly in
terms of effectiveness and consistency and needs to be strength-
ened. However, such strengthening needs to take into account the
fact that the objectives of competition policy in developing coun-
tries may not always coincide with those of developed countries.

70. Further internationalization of competition policy would have
three main positive effects:

(a) The private costs of compliance would be reduced because of
the higher level of transparency and a lower procedural burden;

(b) Common rules, coordinated surveillance and enforcement
would reduce the costs of regulatory arbitrage, evasion, exter-
nalization and extraterritoriality;

(c) Overlapping costs of investigation and compliance as a con-
sequence of multiple and concurrent investigations by differ-
ent jurisdictions could be reduced. 

71. Competition authorities, mostly from developed countries,
have been trying to keep pace with the increasing number of
transnational business operations by simultaneously pursuing three
strategies: (a) the extraterritorial application of their domestic com-
petition laws; (b) the conclusion of bilateral or regional cooperation
agreements; and (c) the creation of a worldwide competition regime
within the framework of the World Trade Organization. Greater
cooperation among competition authorities would enhance the
effectiveness of these initiatives. Developing countries, especially
small ones, could also begin to cooperate with each other, initially
through regional or multilateral agreements in order to restrain
restrictive business practices.

4. Collective action to facilitate private capital
flows to developing countries

72. To promote and retain flows of private capital, both foreign
and domestic as well as resident and non-resident, all interested

30 T H E  C D P  R E P O R T  2 0 0 1



parties—host countries, the private sector and international institu-
tions—should work actively together.14 This is especially applicable
to FDI with its twin benefits of new finance and transfers of tech-
nology and management know-how. 

73. Attracting FDI needs a commitment on the part of the host
country to create conducive conditions, including good governance
and transparency, sound macroeconomic conditions, and tax and
fiscal policies. It also entails the development of appropriate
national and/or regional institutions. For example, the set-up of
national and regional investment guarantee agencies, co-insuring
with MIGA or working independently, should be encouraged to
provide insurance against non-commercial risks on attractive terms.
Such agencies can be set up as joint ventures with the private bank-
ing and insurance sector. Working alongside one-stop investment
promotion agencies, such agencies can be effective tools to lower
the information and entry costs for investors and raise expected
returns to investment, thereby increasing the potential volume and
duration of investment flows.

74. Instruments to pool investment risk through diversification
can be effective in promoting investment, be it FDI or portfolio
investment. Countries and regions should be assisted in developing
their financial and capital markets, including collective investment
vehicles, such as investment funds, mutual funds, unit trusts and the
like; the United Nations Commission on International Trade Law
(UNCITRAL), the International Finance Corporation (IFC) and the
United Nations Conference on Trade and Development (UNCTAD)
should assist in this connection, through technical assistance for the
set-up of local stock exchanges, bond markets and capital market
institutions, authorities and regulators and the necessary legal infra-
structure provisions.

75. Developed countries should assist developing countries in the
expansion of their capital markets by listing the latters’ securities
and instruments at home and abroad. Financial market-related aid
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could take the form of providing a principal and/or an interest guar-
antee programme for developing-country bond issues.15 This would
reduce perceived portfolio investment risk, provide increased port-
folio diversification for international investors and increase finan-
cial flows to the developing countries.

76. At the global level, the role of ODA for capacity-building and
for enhancing FDI flow should be reconsidered. The United
Nations, with the active participation of host countries, including
representatives of business communities and non-governmental
organizations, could take a leading role in highlighting new areas
for potential investment in developing countries and in suggesting
new approaches to the design of integrated development pro-
grammes that could be incorporated into domestic development
strategies. Capacity-building in developing countries and
economies in transition to deal with the challenges of structural
reforms, institution-building, globalization and external shocks
calls for additional efforts by the international community, in terms
of financial resources and technical assistance. Financial support
given through ODA should concentrate on key areas such as phys-
ical infrastructure, human resource development and institutional
and managerial capacity-building.

5. International cooperation in taxation

77. Taxation involves important questions of national sovereignty
because it relates to the size and activities of the government, a mat-
ter of domestic political choice. Nevertheless, national
Governments’ authority in this area is being challenged by global-
ization stemming from the increased international movement of the
main sources of tax revenue—goods and services, financial capital,
firms and people. It is frequently no longer clear under whose tax
authority some of these internationally mobile sources of tax rev-
enue fall. 

78. The main form of international cooperation to address these
issues has long been bilateral tax treaties, primarily aimed at avoid-
ing double taxation. More recently, increasing attention has been
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The European Union’s partnership experience

The European Union (EU) experience with its enlargement and
integration is a model that could potentially have interesting
implications for regional integration of the developing countries.

Following the signing of the Single European Act in 1987, Europe pro-
ceeded to deepen its internal market through the dismantling of remain-
ing obstacles to trade, the liberalization of the capital account and pro-
curement practices and gradual tax harmonization. A year later, the
European Community's structural funds were reformed so that increased
resources could be channelled towards the poorest regions of the
Community. Apart from Ireland, these were primarily regions in Southern
Europe, especially in Greece, Portugal and Spain, which had entered the
Community a few years earlier (Greece in 1981, Portugal and Spain in
1986) and whose income per capita was less than 70 per cent of the
Community's average. Structural funds were extended to these countries
not only to mitigate the costs that arose from convergence, and more
specifically from trade and capital-market liberalization, but also to
finance infrastructure investment, human capital development and the
restructuring of the productive base of their economies. The procedure
involved three phases: (a) the design of a multi-annual (six to seven years)
development programme by the countries or regions themselves, setting
out priorities and projects by sector and region; (b) negotiations with the
European Commission to select the fundable projects or programmes and
to finalize the support framework; and (c) the implementation of multi-
annual programmes by the countries concerned with the active participa-
tion of local administrations and social partners.

Funds transferred through the corresponding Community Support
Frameworks to these countries amounted to 6-7 per cent of their gross
domestic product (GDP), on an annual basis. In this way, these countries
were assisted in adopting and implementing the "Acquis
Communautaire" (the entire body of legislation of the European
Community), streamline their policies and integrate themselves into the
EU without being forced to face a drastic reduction of public investment
or social expenditures. More or less the same model has been followed
for the pre-accession countries of Eastern Europe through the Action for
Cooperation in the Field of Economics and Technical Assistance to the
Commonwealth of Independent States (CIS) (ACE-TACIS) programmes. 



given to reducing the tax evasion of so-called harmful tax competi-
tion among countries. Most of the initiatives in these areas have
been launched by OECD member countries and EU. However,
many of the resulting agreements have a bearing on developing and
transition countries, in particular on their own tax revenues and
therefore on the size and scope of their Governments.16

79. In light of these developments, the Committee underscores
the need for an inclusive global forum to promote and enhance
cooperation among national authorities on international tax matters
and endorses the proposal of the Secretary-General in his report to
the Preparatory Committee for the High-level International
Intergovernmental Event on Financing for Development (para.
142). Such a forum would enable developing countries to partici-
pate in the decision-making process on questions of international
tax policy and investment. International cooperation in this area
needs to be strengthened, to ensure both that all countries partici-
pate effectively in the decisions that affect them and that all taxa-
tion is equitable. 

D. Assignment at the regional level

80. Regional integration for enhancing economic and social
development could play an important role in the following areas:

(a) The mobilization of resources and attracting foreign invest-
ment through the effective expansion of markets; 

(b) The pooling of financial and organizational resources
through the provision of information, the reduction of costs
and bureaucratic barriers, and the harmonization of legal
environments; 

(c) The pooling of risks, for example, through the establishment
of regional fiscal stabilization funds;

34 T H E  C D P  R E P O R T  2 0 0 1

16 For example, in June 2000, OECD issued a report to the 2000 Ministerial Council
Meeting and Recommendations by the Committee on Fiscal Affairs entitled Towards
Global Tax Cooperation listing countries identified as "tax heavens", and called on
those countries to sign a Memorandum of Understanding. The publication is available
at http://www.oecd.org/daf/fa/harm_tax/Report_En.pdf Accessed on 7 June 2001.



(d) Facilitating financial intermediation through the establishment
or strengthening of regional institutions and mechanisms;

(e) Facilitating knowledge and skill transfers and creating region-
al and professional networks that could support effective man-
agement of resources and strengthen negotiating positions of
developing countries vis-à-vis international institutions; 

(f) Enhancing accountability through the setting of regional stan-
dards and implementation of multilateral mechanisms for public
and professional assessment (peer reviews, public audits etc.).

81. Attention needs to be paid to the experiences in Asia, Europe
and the Americas of regional partnerships between developed coun-
tries and transition economies. North-East-South and North-South-
South partnerships between national and subnational developmen-
tal agencies, business communities and non-governmental organi-
zations will enhance the design and implementation of development
programmes and investment projects. 

82. In order to raise the effectiveness of ODA, the experience of
the EU countries in the implementation of regional policy with
regard to the least developed regions in the European Community
and the transition economies can provide valuable lessons. Similar
lessons can be drawn from the experience of Japan and the
Association of Southeast Asian Nations (ASEAN) in assisting the
transition economies of north-east and South-East Asia. In light of
the experiences, additional regional structural and/or development
funds could be established. Agreed upon standards, common rules,
and multilateral monitoring mechanisms can be subsequently devel-
oped for access to these funds and the financing of eligible pro-
grammes and projects proposed by developing countries them-
selves. The Committee notes that, through such a participatory
process, truly effective partnerships can be established.

83. Regional networks and centres for economic and business
training in host countries, as well as academic exchange pro-
grammes, can facilitate local human resource development. They
can also promote effective partnerships in multilateral financial
projects and economic and social development programmes.
Establishment of such networks and institutions could be supported
by ODA.
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84. Finally, to achieve public accountability of governmental
institutions responsible for ODA, as well as of multilateral institu-
tions executing internationally financed development programmes
and investment projects, mixed monitoring bodies could be estab-
lished at the intergovernmental or regional level. These bodies
should comprise representatives of donor and recipient countries,
independent experts, and representatives of non-governmental
organizations. For these monitoring bodies to be effective, public
access to information should be provided through the Internet, the
media and other channels of public information.

E. Assignment at the national level

85. Effective national governance is fundamental to successful
economic policies and to economic and social development.
Strengthening national governance requires transparency, public
accountability, capacity-building and effective management of
resources. Investing in human capital helps to build national capac-
ity and domestic employment opportunities, thus reducing incen-
tives for brain drain. The development of civil society and its par-
ticipation in national development efforts enhance the
Government’s capability to address economic and social chal-
lenges.

86. Rent-seeking behaviour by officials, frequently leading to
corruption, contributes to a misallocation of scarce national
resources, exacerbates inequality and discourages foreign capital
inflows. Corruption adds greatly to the transaction costs of doing
business both for domestic and for foreign businesses, and so
impedes development. Increasing accountability through democrat-
ic processes and transparency of decision-making are necessary
preconditions for investment promotion. Improving property rights
and the legalization of assets in the informal economy could great-
ly enhance that sector’s contribution to development. Fair taxation
and strong private financial intermediation (banking, insurance
etc.) would raise savings and mobilize national financial resources
for development. 

87. Greater efforts should be devoted to improving coordination
and prioritizing development objectives. Ownership of ODA and
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other external resources by recipient countries, institutions and
individuals is necessary. Since national resources and ODA do not
appear sufficient to achieve the high investment rates required in
many developing countries in the foreseeable future, fostering the
proper conditions for attracting private investment from abroad,
curtailing capital flight and building public-private sector partner-
ships need to be a part of any national strategy for development.

88. Furthermore, to secure FDI flows into countries and regions,
political stability and the absence of hostilities are essential.
International and regional vehicles for guarantees against political
risks should be extended to encourage FDI inflows. A suitable
investment climate with stability over time is an obvious prerequi-
site for investors to absorb normal commercial risks.

89. The standard declarations on the acceptance of national treat-
ment often are not sufficient to attract FDI for the benefit of recip-
ient countries. For this purpose, national Governments can learn
from other developing country experiences and emulate best prac-
tices. For example, international experience suggests that the estab-
lishment of “one-stop shops” for approving all investments proves
helpful in reducing transaction and licensing costs.

90. Fiscal transparency and sound fiscal management are neces-
sary at all levels, but are particularly pertinent to national
Governments. There should be a sound legal and administrative
framework for fiscal management. For instance, taxes, duties, fees,
and charges should have an explicit legal basis. Tax laws and regu-
lations should be simple and easily accessible, and clear criteria
should guide administrative discretion in their application. The
public should be provided with full information on the past, current
and projected fiscal activity of government. Budget documentation
should specify fiscal policy objectives, the macroeconomic frame-
work, the policy basis for the budget, and identifiable major fiscal
risks. Budget data should be classified and presented in a way that
facilitates policy analysis and promotes accountability. Procedures
for the execution and monitoring of approved expenditures should
be clearly specified. A public commitment should be made to time-
ly, comprehensive and reliable fiscal reporting, including devia-
tions from the budget. The integrity of fiscal information should be
subject to public and independent scrutiny.
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F. Global governance and sustainable development

91. Sustainable development is both a holistic and a dynamic con-
cept.17 It is holistic in that it embraces economic, social and ecolog-
ical dimensions of development; it is dynamic in that it focuses on
present as well as future perspectives. The concept was launched at
the United Nations Conference on Environment and Development in
Rio de Janeiro in 1992 and found prominent expression in the Rio
Declaration on Environment and Development18 and in Agenda 21,19

the global action programme, as well as in all the major environ-
mental conventions and multilateral agreements in the Rio process,
and in the establishment of the Commission on Sustainable
Development, the major institutional outcome of the Rio conference.

92. The heads of States and Governments, in their United Nations
Millennium Declaration, reaffirmed support for the principles of
sustainable development, including those set out in Agenda 21, and
resolved to adopt a new ethic of conservation and stewardship. The
Declaration reiterated the need to make efforts to ensure the entry
into force of the Kyoto Protocol20 to the United Nations Framework
Convention on Climate Change,21 to intensify collective efforts for
the management of all types of forests, to press for full implemen-
tation of the Convention on Biological Diversity22 and the United
Nations Convention to Combat Desertification in those Countries
Experiencing Serious Drought and/or Desertification, particularly
in Africa,23 to stop unsustainable exploitation of water resources by
developing respective management strategies, and to intensify
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17 "Sustainable development is ... a process of change in which the exploitation of
resources, the direction of investments, the orientation of technological development,
and institutional change are made consistent with future as well as present needs"
(World Commission on Environment and Development: Our Common Future (Oxford,
Oxford University Press, 1987), p. 9).

18 Report of the United Nations Conference on Environment and Development, Rio de
Janeiro, 3-14 June 1992, vol. I., Resolutions Adopted by the Conference (United
Nations publication, Sales No. E.93.I.8 and corrigendum), resolution 1, annex I.

19 Ibid., annex II.
20 FCCC/CP/1997/7/Add.1, decision 1/CP.3, annex.
21 United Nations, Treaty Series, vol. 1771, No. 30822.
22 See United Nations Environment Programme, Convention on Biological Diversity

(Environmental Law and Institution Programme Activity Centre), June 1992.
23 United Nations, Treaty Series, vol. 1954, No. 33480.



cooperation to reduce the number and effects of natural and man-
made disasters.24

93. Now, nearly a decade after the major commitments to sustain-
able development at the United Nations Conference on
Environment and Development in Rio, stocktaking seems necessary
on the principles, agreements and institutions that were addressed,
particularly in view of the upcoming World Summit on Sustainable
Development, scheduled to take place in Johannesburg in
September 2002.

94. Agenda 21 produced mixed results. On the one hand, a large
number of local communities in the developed countries took it as
a challenge to engage in a participatory process of redefining
strategies of local development and of restructuring their energy
and transport sectors; they thus endorsed Agenda 21 with support-
ing strategies at the national and regional levels (as in EU). On the
other hand, Agenda 21 did not find much acceptance or support in
most developing countries. There is therefore a strong need for the
international community to rectify the deficiencies in starting and
implementing the Agenda 21 process, and for the World Summit in
2002 to reactivate this major global initiative.

95. As regards the United Nations conventions signed in Rio and
after (namely, the climate, biodiversity, law of the sea,25 and deser-
tification conventions), there have also been only mixed results.
While improving energy efficiency and switching to renewable
energy sources have become a major priority in some countries, in
others they have not. The Kyoto Protocol has not entered into force
and the chance of its doing so appears bleak. While the issue of
biosafety was brought forward in the framework of the biodiversity
convention, the protection of the world’s forests is still insecure. As
regards desertification, remarkable success has been achieved in
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24 Paragraphs 22 and 23 of the United Nations Millennium Declaration (General Assembly
resolution 55/2 of 8 September 2000).

25 United Nations Convention on the Law of the Sea (see The Law of the Sea: Official
Texts of the United Nations Convention on the Law of the Sea of 10 December 1982 and
of the Agreement relating to the Implementation of Part XI of the United Nations
Convention on the Law of the Sea of 10 December 1982 with Index and Excerpts from
the Final Act of the Third United Nations Conference on the Law of the Sea (United
Nations publication, Sales No. E.97.V.10).



building capacity in the countries experiencing serious drought,
particularly in Africa, and in securing common concern of both
developed and developing countries. However, the issue of water
shortage is still not understood as a global problem, although some
progress has been made in communicating the seriousness of the
threat with regard to health and food security in a growing number
of developing countries.

96. Another main environmental issue, namely, the decrease in
the quality and quantity of soils, has not yet received the necessary
attention, although that problem is already very real and not only a
potential threat. Recently, some progress has been made on the
issue of persistent organic pollutants (POPs) as the multilateral
agreement on the means and measures to address the problem has
made headway. 

97. An intensive debate is under way as regards the institutions
that were put in charge of the global aspects of sustainable devel-
opment, particularly the United Nations Environment Programme
(UNEP), the Global Environment Facility (GEF) and the
Commission on Sustainable Development. Institutional innovations
seem needed; these should include restructuring these institutions,
redefining their mandate, strengthening their capacity, and putting
them on a sound financial footing. While a consensus seems to exist
that the GEF should be enlarged, and that UNEP should be strength-
ened, the future structures remain open. Experience indicates that
form follows functions, and form follows finance. Therefore, the
functions of global governance for sustainable development should
be discussed, and financing should be decided on.

98. There is, furthermore, the issue of consistency, that is to say,
the need to address the problem of cooperation of these major insti-
tutions with other environmentally relevant global institutions, par-
ticularly the Bretton Woods institutions (World Bank and
International Monetary Fund (IMF)) and the World Trade
Organization, and their coordination with the various specialized
agencies of the United Nations system that have a specified, though
limited, mandate relevant for sustainable development, such as the
Food and Agriculture Organization of the United Nations (FAO),
the World Health Organization (WHO), the World Meteorological
Organization (WMO), the United Nations Centre for Human
Settlements (Habitat) and others.
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99. The Committee notes that the forthcoming Johannesburg
Summit provides a particular opportunity to thoroughly discuss the
conceptual issues associated with sustainable development, the
functioning of the various environmental conventions and multilat-
eral agreements, and those global institutions whose primary and
foremost mandate is the implementation of sustainable development.

G. Conclusions

100. The United Nations Millennium Declaration stressed the need
for action at the global level to confront the persistent problem of
poverty eradication and to ensure that sustainable development
might become a reality for all. The Committee wishes to underscore
the overriding importance of these objectives, goals rendered even
more pressing due to some of the asymmetries of globalization.

101. At the core of global action is good global governance. This,
however, must be supported and underpinned—as the United
Nations Millennium Declaration implies—by good governance at
the regional and national levels.

102. Deepened or enhanced global governance has a number of
preconditions. At the present time, the Committee notes that bold
initiatives should be undertaken on the following fronts:

(a) There is a need for greater transparency and accountability at
all levels of governance;

(b) Innovative partnerships must be forged between various
actors and at various levels—particularly between donor and
recipient Governments and institutions, between the public
and the private sector, and between Governments, social part-
ners and civil society at large;

(c) Coordination failures have to be rectified to ensure the maxi-
mum efficiency and effectiveness of international assistance,
both financial and technical. Improved coordination of and
cooperation among donors is a necessity at the national,
regional and international levels. At the same time, however,
developing countries need to ensure “ownership” over the
development programmes in their respective countries and to
use the resources deployed efficiently;
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(d) Adequate resources must be secured, especially ODA, and
high debt burdens must be reduced;

(e) National and subnational capabilities and capacities need to
be mobilized, in particular the informal sector and its knowl-
edge and resources need to be incorporated into the formal
economy;

(f) It is important to avoid environmental degradation. To
such ends, non-market and subregional activities should be
supported;

(g) It would be most useful to develop globally applicable, or just
“global”, “core principles” in certain areas, and both devel-
oped and developing countries should be engaged in this
process;

(h) The participation of developing countries in multilateral gov-
ernance should be enhanced.
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IV. LEAST DEVELOPED COUNTRIES

A. Introduction

103. The Committee has been mandated, over the past 30 years, to
identify which developing countries could be considered “least
developed”, and to make recommendations to the Economic and
Social Council and the General Assembly for their designation. The
first set of criteria for identification of least developed countries
was established by the former Committee for Development
Planning in 1971. The Committee substantially revised these crite-
ria in 1991, and again in 2000.

104. In its resolution 46/206 of 20 December 1991, the General
Assembly noted with appreciation the criteria for identifying the
least developed among the developing countries, and the graduation
rules recommended by the Committee for Development Planning.
The main purpose of the 1991 criteria was to designate those low-
income countries that were suffering from a low level of human
resources development and from structural weaknesses, specifically
as reflected by a low degree of economic diversification. In addition
to a low per capita gross domestic product (GDP), the 1991 criteria
thus included an Augmented Physical Quality of Life Index
(APQLI), which was a composite index of nutrition, health and edu-
cation indicators, and a composite economic diversification index
(EDI). These criteria were used in subsequent triennial reviews of
the list of least developed countries in 1994 and 1997, and led to the
graduation of Botswana from least developed country status in 1994.

105. The Economic and Social Council, in its resolution 1998/46
of 31 July 1998, reconstituted the Committee for Development
Planning as the Committee for Development Policy, and mandat-
ed the new Committee to continue the triennial review of the list
of least developed countries, with a review to be held in 2000. In
the report on its first session in 1999,26 the Committee proposed
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that the least developed country category should include coun-
tries with a low per capita income, suffering from a low level of
human resource development, and with a high degree of econom-
ic vulnerability. 

106. At its first session in 1999, the Committee recognized that the
EDI used in earlier reviews had reflected some elements of vulner-
ability, but it felt that this reflection was inadequate to cover the
Committee’s notion of vulnerability as “structural vulnerability”,
defined as the risk of being negatively affected by unforeseen
events beyond the control of a country. The Committee, therefore,
proposed that the former EDI be replaced by an economic vulnera-
bility index (EVI).27

107. The APQLI is based on four indicators: (a) nutrition, meas-
ured by the average calorie consumption per capita as a percentage
of the average calorie requirement per capita; (b) health, measured
by the under-five child mortality rate; (c) the combined gross pri-
mary and secondary enrolment ratio; and (d) the adult literacy rate.
The EVI is based on five indicators: (a) the share of manufacturing
and modern services (including transportation and communica-
tions) in GDP; (b) the merchandise export concentration; (c) the
instability of agricultural production; (d) the instability of export of
goods and services; and (e) population size. To be recommended for
inclusion in the list of least developed countries, a country must
meet three criteria: (a) a per capita GDP under US$ 900; (b) an
APQLI score under 59; (c) an EVI score greater than 36; and (d) a
population under 75 million. The thresholds for graduation from the
list of least developed countries are 15 per cent above those for
inclusion in the list, namely: (a) a per capita GDP greater than US$
1,035; (b) an APQLI score greater than 68; and (c) an EVI score
under 31. To be eligible for graduation, a country must meet at least
two of these three criteria.

108. In its resolution 2000/34 of 28 July 2000, the Economic and
Social Council took note with appreciation of the revised criteria
for the identification of least developed countries presented in the
report of the Committee on its second session in 2000. The Council
also requested the Committee to continue its work on the method-
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ology to be used for the identification of the least developed coun-
tries, where appropriate in association with other international
organizations working on environmental and economic vulnerabili-
ty issues.

B. Re-examination of the 2000 review of the
list of least developed countries

109. According to the 2000 review of the list, Senegal was consid-
ered to be eligible for inclusion in the list of least developed coun-
tries. The Committee thus recommended that Senegal be added to
the list, subject to the concurrence of the Government of Senegal,
which was received in December 2000.

110. Four countries that had been found eligible for graduation
from the list of least developed countries in the 1997 review were
again examined during the 2000 review, on the basis of the newly
adopted graduation rules. In the case of Vanuatu, the level of GDP
per capita was well above the new threshold for graduation, but the
APQLI score was lower than the new graduation threshold. Since
the EVI score was higher than the graduation threshold, the
Committee observed that Vanuatu did not qualify for graduation.
Similarly, with a GDP per capita close to $1,000, Samoa no longer
met the GDP graduation criterion. Moreover, it ranked as very vul-
nerable under the EVI. Cape Verde was a borderline case, above the
threshold with regard to GDP per capita. It met the APQLI gradua-
tion criterion, but it ranked as one of the most vulnerable low-
income countries according to the EVI. The vulnerability profile
highlighted the country’s high dependence on aid and remittances,
which had been unstable in recent years. The Committee thus rec-
ommended that the graduation of Cape Verde be postponed for
reconsideration at the next triennial review in 2003. With regard to
Maldives, since the country had been found to meet both the GDP
and the APQLI criteria for graduation, the Committee recommend-
ed its graduation from the list of least developed countries, while
bringing to the attention of the Council the exceptional costs faced
by the Maldivian economy. 
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1. The case of Maldives

111. While Economic and Social Council resolution 2000/34
endorsed the Committee’s recommendation that Senegal be added
to the list of the least developed countries, subject to the concur-
rence of the Government of Senegal, it decided to defer to its next
substantive session the consideration of the recommendation to
graduate Maldives from the list of least developed countries. The
Council also requested the Committee, at its third session in 2001,
to re-examine its recommendation to graduate Maldives, taking into
account, inter alia, (a) a report of the Secretary-General on addi-
tional measures that could be taken to ensure a smooth transition
from least developed country status for graduating countries; (b)
the report to be prepared by UNCTAD on the effective benefits
derived by the least developed countries from their inclusion in the
list, together with an assessment of the implications of graduation
for Maldives; and (c) a memorandum by the Government of
Maldives expressing its opposition to the graduation of the country
(E/2000/104, annex, enclosure).

112. At its third session in 2001, the Committee therefore re-exam-
ined the recommendation, made in its 2000 triennial review of the
list of least developed countries, that Maldives be graduated from
this list. It recalled that the reason for recommending the graduation
of Maldives was that the country had, at the time of the review, a
GDP per capita (of US$ 1,311) and an APQLI score (of 76) that
were well above the graduation threshold. It was also stressed that,
in its APQLI analysis, the Committee had taken fully into account
the country’s educational and nutritional status, which had been a
special concern of the Government of Maldives in its memoran-
dum.28 Although the country did not meet the economic vulnerabil-
ity criterion for graduation, as measured by its EVI, it met the other
two criteria and was therefore clearly eligible for graduation.
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28 Among all the points raised in the Memorandum submitted by the Government of
Maldives, the Committee gave particular attention to the question of using gross
national product (GNP) instead of GDP figures. The Committee considers GDP per capi-
ta to be a better measurement of productive capacities than GNP per capita, with
thresholds consequently adjusted for the designation of low-income countries. The
Committee cannot make an exception to this rule for any particular country. The same
applies to the consideration of income distribution.



113. The finding that Maldives is highly vulnerable as measured by
its EVI is reinforced by the vulnerability profile prepared in 2000 by
UNCTAD, and confirmed by the Memorandum of the Government
of Maldives. The high vulnerability of the country could have been
a reason not to recommend graduation, had the country been close to
the graduation thresholds for the other two criteria. Since this was
not the case, the high vulnerability of Maldives was not deemed suf-
ficient for the Committee not to recommend graduation. However,
the Committee recommended, in its 2000 report, that the Economic
and Social Council consider what special assistance might be pro-
vided to the country with regard to the costs of insurance, infra-
structure development and population relocation resulting from the
exceptional challenge that the country faces from the rising sea level
as a result of possible climate change.

2. The issue of the transition period

114. In its resolution 46/206 of 20 December 1991, the General
Assembly stresses that there was a need for a smooth transition of
the countries graduating out of the list of least developed countries,
with a view to avoiding a disruption to their development paths, and
invited Governments and international development partners to
take appropriate action to ensure a smooth transition. In its resolu-
tion 2000/34, the Economic and Social Council requested the
Secretary-General, in the context of the recommendation to gradu-
ate Maldives, to report on the progress achieved in the implementa-
tion of General Assembly resolution 46/206, and to make recom-
mendations on additional measures that could be taken to ensure a
smooth transition from least developed country status for graduat-
ing countries. While looking forward to the report being prepared
by UNCTAD on the effective benefits derived by the least devel-
oped countries specifically on the basis of their inclusion in the list,
the Council requested UNCTAD to include, in that report, an
assessment of the implications of graduation for Maldives.

115. The Committee is of the view that, while General Assembly
resolution 46/206 refers to the “pre-graduation” transition period of
three years, Economic and Social Council resolution 2000/34 refers
to the consequences of graduation and thus, to a “post-graduation”
transition. 
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116. General Assembly resolution 46/206 states, in its paragraph 5,
that the graduation of a country would be completed following a
transition period of three years starting immediately after the
Assembly had taken note of the Committee’s findings towards grad-
uation of a country. This rule was applied to the graduation of
Botswana. The Committee recalls that, in reviewing the case of
Maldives, the revised criteria for identification of least developed
countries had been applied in accordance with the 1991 General
Assembly resolution and with the rule, adopted by the Committee
in 1991, that in order to be graduated, a country must meet the cri-
teria for at least two consecutive triennial reviews. As already
noted, Maldives had been found to meet the graduation criteria in
both 1997 and 2000.

117. On the other hand, in response to the Economic and Social
Council’s request for an examination of the potential impact of
post-graduation transition,29 including an assessment of the impli-
cations of graduation for Maldives, the Committee found that insuf-
ficient information had been provided by development partners,
such as the World Trade Organization, funding organizations of the
United Nations system, regional development banks and bilateral
aid organizations, on their likely treatment of former least devel-
oped countries after graduation. None of these organizations was
able to say with certainty whether its policy would change towards
a country that had just graduated from the list of least developed
countries, and/or if it did change, in which respect it would do so.
The Committee considers that a concrete assessment of the poten-
tial loss of the benefits associated with the category as a result of
graduation is essential if adequate advice is to be provided to the
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29 Economic and Social Council resolution 2000/34, inter alia, requested the Secretary-
General, in the context of the Committee's recommendation to graduate Maldives, to
report on the progress achieved in the implementation of paragraph 4 of General
Assembly resolution 46/206, and to make recommendations on additional measures
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least developed countries and on the practical impact of the measures in favour of
least developed countries, and requested the Conference to include in that report an
assessment of the implications of graduation for Maldives.



Council on the issue of smooth transition after graduation. This
assessment should deal particularly with trade, financial aid and
technical assistance.

118. The Committee has noted that, in the perspective of the Third
United Nations Conference on the Least Developed Countries, to be
held in Brussels, Belgium, from 14 to 20 May 2001, some new ben-
efits may be provided to the least developed countries, in particular
in terms of access to markets of developed countries. This would
imply related losses for graduating countries.

3. Recommendations and implications
for inclusion and graduation

119. The Committee confirms that, on the basis of the current cri-
teria, Maldives is eligible for graduation from the list of least devel-
oped countries. However, as the additional information requested
by the Economic and Social Council is not available, the
Committee recommends that the Council extend the transition peri-
od until the next triennial review in 2003 before a decision is taken
by the General Assembly about the country’s graduation. This
extension should make it possible to obtain adequate information
about the proposed treatment of graduating countries by their devel-
opment partners and multilateral organizations. 

120. The Committee recommends that the Economic and Social
Council request relevant development partners and multilateral
organizations to make available the relevant information on their
likely response to a country’s graduation, before the fourth session
of the Committee in 2002. The Council is also requested to urge
international organizations and bilateral donors to respond to the
issue of “smooth transition” by initiating a debate concerning the
treatment of countries that become eligible for graduation. If the
Council so wishes, the Committee would be willing (a) to evaluate
the potential consequences of graduation and (b) to identify con-
crete measures that could be taken to ensure a smooth transition
from the least developed country status after graduation.
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C. Future work

121. In taking note with appreciation of the revised criteria, the
Economic and Social Council in resolution 2000/34 requested the
Committee to continue its work on the methodology to be used for
the identification of the least developed countries. The Committee
reaffirms its intention to report to the Council in 2002 on the crite-
ria it proposes to use in the triennial review of the list scheduled for
2003, with due consideration of the rationale of the category.

122. Although countries with economies in transition are not cur-
rently considered for inclusion in the list of least developed coun-
tries, the Committee, which addressed this question in its previous
report, reiterates the proposal to review the implication of this
exclusion and to consider, in the next review of the list of least
developed countries, the inclusion of countries with economies in
transition that would meet the three criteria.

123. The Committee also reiterates its aim, as expressed in the
report of its second session in 2000, to examine the consequences
of having adopted different rules on levels of income, human
resource development and economic vulnerability for decisions on
inclusion in and graduation from the list of least developed coun-
tries. The Committee agrees that such differences, as well as the
three-year observation period for graduation from the list of least
developed countries, are justified to ensure a measure of stability in
the category, but it will need to ascertain whether the result of sev-
eral triennial reviews has been consistent with the principle of treat-
ing countries in similar situations alike over time. The Committee
proposes to give special attention to this issue in its next review in
2003.
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V. WORKING METHODS AND PROGRAMME
OF WORK OF THE COMMITTEE

124. The Committee once again welcomes the opportunity to con-
tribute to the work of the Economic and Social Council and reaf-
firms its willingness to continue to do so. The Committee remains
of the view that the nature of its work is such that meetings of
Committee working groups must be called prior to the plenary ses-
sion if the Council and other bodies are to obtain full value from the
Committee and its efforts. Such preparatory work must begin well
in advance of each plenary, so that the Committee has all the nec-
essary analysis at hand and is able to devote its plenary discussions
to formulating well-considered, meaningful and operational recom-
mendations in its report to the Council. 

125. The Committee proposes that the main theme of the work pro-
gramme for its next session be “Effectiveness of external assis-
tance”, with a special focus on Africa. It also proposes that, during
the inter-sessional period, some of its members be assigned to work
on various sub-topics within this broad theme, including issues con-
cerning sustainable development as the major theme of the World
Summit to be held in 2002 in Johannesburg, South Africa. The
Committee recommends that these members collaborate with
regional groupings, especially in Africa, and that its Chairman
write to relevant representatives of African countries to seek their
contributions with regard to the effectiveness of current external
assistance in their respective countries. 

126. Considering the importance of the list of least developed
countries and as called for by the Economic and Social Council, the
Committee will continue its triennial reviews of the list and its
work on the methodology used in recent reviews. This includes, as
previously expressed by the Committee, reconsidering the treat-
ment of countries with economies in transition, as well as the
appropriateness of applying more restrictive principles and thresh-
olds determining initial inclusion of countries in the list of least
developed countries as compared with those determining gradua-
tion from the list. The objective would be to ensure over time both

51P A R T I C I P A T O R Y  D E V E L O P M E N T :  A F R I C A ’ S  S P E C I A L  N E E D S



some stability of the list and an equal treatment of countries in sim-
ilar situations in each triennial review of the list. 

127. Provided that relevant development partners and multilateral
organizations make available the relevant information on their like-
ly response to a country’s graduation before its fourth session in
2002, the Committee will also be in a position to evaluate the
potential consequences of graduation, and to identify concrete
measures that can be taken to ensure a smooth transition from the
least developed country status after graduation. The Committee
reaffirms its intention to report to the Council at its substantive ses-
sion of 2002 on the criteria it proposes to use in the triennial review
of the list scheduled for 2003, with due consideration to the ration-
ale of the category.

128. The Committee reiterates its wish that the Economic and
Social Council continue to be in a position to adhere to its decision
to make its requests on the Committee agenda at its mid-year sub-
stantive session or soon thereafter. Early and timely decisions on
themes to be covered by the Committee should not, indeed, pre-
clude later adjustments so as to take account of significant unfore-
seen developments in the course of the year. The Committee also
stresses the need to have a more effective input into the policy
process, including the presentation of its report to the Council at its
substantive sessions.
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VI. ORGANIZATION OF THE SESSION

129. The third session of the Committee for Development Policy
was held at United Nations Headquarters from 2 to 6 April 2001.
Twenty-one members of the Committee attended: Ms. N’Dri
Thérèse Assié-Lumumba, Ms. Lourdes Benería, Mr. Albert Binger,
Mr. Olav Bjerkholt, Mr. Eugenio Figueroa B., Mr. Shangquan Gao,
Mr. Leonid M. Grigoriev, Mr. Patrick Guillaumont, Mr. Ryokichi
Hirono, Ms. Louka T. Katseli, Ms. Marju Lauristin, Ms. Mona
Makran-Ebeid, Mr. P. Jayendra Nayak, Mr. Milivoje Panic, Mr. Eul
Yong Park, Ms. Suchitra Punyaratabundhu, Mr. Nasser Hassan
Saidi, Mr. Udo Ernst Simonis, Mr. Ruben Tansini, Ms. Funmi
Togonu-Bickersteth and Ms. Dorothéa Werneck. Three members
were unable to attend: Ms. Mari Elka Pangestu, Mr. Delphin G.
Rwegasira and Ms. Sylvia Saborio.

130. The officers elected at the third session for the term ending on
31 December 2001 were:

Chairman:

Mr. Ryokichi Hirono

Vice-Chairman:

Mr. Eugenio Figueroa B.

Rapporteur:

Ms. Louka T. Katseli 

131. The Chairman opened the session.

132. On behalf of Mr. Nitin Desai, Under-Secretary-General for
Economic and Social Affairs, Mr. Ian Kinniburgh, Director of the
Development Policy Analysis Division, emphasized the importance
of the issues to be addressed by the Committee, namely, the role of
the United Nations system in supporting the efforts of African
countries to achieve sustainable development, and improving mul-
tilateral governance in the areas of international investment, com-
petition and taxation, especially in view of the forthcoming high-
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level international intergovernmental event on financing for devel-
opment and the World Summit on Sustainable Development.
Reconsideration by the Committee of the case of Maldives in rela-
tion to its status as a least developed country was also seen as an
important task for the Committee in view of the concerns of the
Economic and Social Council and the Government of Maldives. 

133. The Committee organized itself in three sub-groups for three
days’ deliberations and was able to complete its work by drafting its
report on the last day of the session.

134. The Department of Economic and Social Affairs of the United
Nations Secretariat provided substantive services for the session.
The following bodies, agencies, programmes and funds of the
United Nations system were represented at the session:
• Population Division, Department of Economic and Social

Affairs, United Nations Secretariat;
• Food and Agriculture Organization of the United Nations;
• United Nations Conference on Trade and Development;
• United Nations Industrial Development Organization;
• United Nations Educational, Scientific and Cultural

Organization;
• Office of the Special Coordinator for Africa and Least

Developed Countries, Department of Economic and Social
Affairs of the United Nations Secretariat;

• Regional Commissions New York Office;
• International Labour Office;
• International Monetary Fund;
• World Bank;
• World Food Programme;
• World Health Organization;
• World Trade Organization.
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