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Summary

There is a vast array of international commitments, policies and processes that impact upon
national policies. In an increasingly integrated and interdependent world, balancing
international obligations with national priorities has become a challenge. The General
Assembly requested a report at its sixty-second session on the theme “Impact that, inter alia,
international commitments, policies and processes can have on the scope and the
implementation of national development strategies” under the item entitled “Globalization
and interdependence” (A/RES/61/207).

Pursuant to the resolution, the report highlights key areas where international disciplines,
rules, policies and processes impact on the design and implementation of national
development strategies. It concludes that in order to facilitate adequate responses, policies
need to be flexible and tailored to the changing domestic and external circumstances. The
report also makes recommendations for actions at the national and international levels, and
highlights the role of the United Nations.
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l. Introduction

1. Managing globalization for the benefit of all remains a major concern. Economic
liberalization, has unleashed global market forces that have a significant impact on the degree
of flexibility countries have in shaping national policies. At the same time international
obligations bind countries to certain international disciplines and processes. These obligations
are wide-ranging, covering economic, social and environmental areas, and often complex.
Many countries do not have a complete understanding of these obligations. They often do
not have a voice in shaping them and increasing difficulty in implementing them.

2. Countries face many challenges as they endeavor to balance their international
obligations with their national priorities, particularly in an environment where all of these are
intricately linked. Developing countries, especially the least developed and most vulnerable,
feel increasingly constrained. Their ability to have bold and goal-oriented national
development strategies are impeded by some of the demands of international policies,
commitments, processes and rules. While all countries face such constraints, developing
countries have greater difficulty in managing the negative implications.

3. To address this issue, the General Assembly requested the Secretary-General to
submit a report at its sixty second session on the theme “Impact that, inter alia, international
commitments, policies and processes can have on the scope and the implementation of
national development strategies” under the item entitled “Globalization and interdependence”
(A/RES/61/207).

4, There are numerous international commitments, policies and processes that impact
upon domestic policies in countries. Section Il identifies key areas where international
disciplines and rules, policies and processes impinge upon national development strategies.
They include obligations in the area of finance and investment, trade, and environment.
While the list is not exhaustive, it highlights the main policy concerns of countries. These
areas are inter-related and policies formulated need to be tailored to the changing domestic
and external circumstances. Section Il highlights the impacts these policies and processes
have on the ability of countries to design and implement national development strategies and
how national governments could pursue country-specific development oriented policies. This
was also the subject of UNCTAD XI which stressed the need for each Government to
evaluate the trade-off between the benefits of accepting international rules and commitments
and the constraints posed by the loss of policy space. Section IV highlights the role of the
United Nations in assisting countries to implement their unique national development
strategies. Section V includes conclusions and suggested recommendations.

1. International commitments, policies and processes

5. International commitments are often binding, rule-based and require compliance. In
some instances, countries voluntarily choose to become parties to such commitments. Even
if countries choose not to do so, they may yet bear the consequences of such international
commitments and disciplines. International discretionary policies are often shaped by market
forces, both external and domestic, and also by the binding international commitments that
countries have pledged themselves to. International processes can loosely be considered as
the market forces brought about by the main drivers of globalization—cross-border trade and
financial flows. In the environmental sphere, international processes may involve activities



shaped by international commitments. Also, all the above are interlinked and changes in one
have significant consequences for others.

6. International disciplines, commitments, policies and market considerations play a
significant role in three key areas: investment and financial flows, trade, and the
environment. Globalization, driven largely by economic liberalization, has meant that the
economic performance of a country is increasingly determined by factors outside its
geographical borders. Domestic economic policies that are related to investment, financial
flows, trade and the environment need to heed international disciplines, commitments, as well
as global market considerations. In an increasingly open economic system, global market
forces, along with international obligations and regimes, impact greatly on domestic
monetary and fiscal policies.

7. Financial liberalization was expected to open up barriers between countries and
generate flows of funds from the capital-rich countries to the capital-poor countries. For most
developing countries external financing has become important, especially as a complement to
domestic resources to finance development. Long-term, sustained flows of private capital
such as foreign direct investment (FDI) and the associated technology transfers have become
particularly crucial. Unfortunately, it is very unevenly distributed among developing
countries, with low income countries being a relatively marginal destination of such
investments. A complex set of factors determine the volume and direction of FDI, and
countries have to incorporate the appropriate policy-mix into their national development
strategies to attract FDI.

8. There has been a proliferation of bilateral, regional as well as international investment
agreements, which have led to mixed results. External global market forces will to a large
extent dictate the flows of FDI and other types of financial capital. However, there needs to
be an enabling international environment for disadvantaged developing countries to build
their productive capacities. This requires a collective and coherent effort. In the area of
investment policy making, the international community needs to assist developing countries
as effectively as possible in discussions on agreements pertaining to investments.

0. Despite the emergence of international private capital flows as a key source of
external finance for developing countries, not all developing countries have access to
international capital markets. For many countries in Africa, the least developed countries
(LDCs), small-island developing States (SIDS) and land locked developing countries,
Official Development Assistance (ODA) remains the single largest source of external
finance. Significant aid increases have been promised by some OECD countries, but these
amounts are far below the target amounts. However, increasing the volume of ODA is not
sufficient in itself. Judicious national policies for ODA utilization need to ensure a limitation
of negative macro-economic impacts and the incorporation of long-term development
concerns including removing infrastructure bottlenecks and getting the balance right between
short-term and longer term concerns.

10.  The international community needs to ensure that ODA flows are sustained,
predictable, and provided in a timely manner to ensure their effectiveness. Achieving
development goals necessitates medium-term expenditure planning, hence, medium-term
commitments to financing, including more stable and predictable aid. Development aid
continues to be beset by conditionalities and the promise of greater direct budgetary support
is far from realization. Moreover, the unpredictability of aid compromises the ability of



governments to plan future public expenditure. The absence of greater certainty undermines
the credibility of recipients’ medium-term planning which is essential for developing
meaningful poverty reduction and development strategies.

11. During the 1990s, there was a build-up of unsustainable external debt in many
developing countries, and these debt problems continue to be a serious obstacle to economic
and social development. Unconditional debt relief is necessary for higher social spending as
well as for public and private investment. However, in order to avoid a recurrence of debt
problems, additional ODA is necessary. This has been recognized by the major ODA donors,
which have committed to stepping up aid flows to support developing countries in their
efforts to reach the internationally agreed development goals (IADGs), including the
Millennium Development Goals (MDGs). However, even under the most optimistic
scenario, many developing countries will continue to lack the necessary financial resources to
achieve the IADGs.

12.  The Enhanced HIPC and the Multilateral Debt Relief Initiative (MDRI) introduced in
2005 has helped in easing the external debt burdens of some countries. Recent debt
cancellations of LDCs are significant as they can release resources for their development
priorities. Debt relief could imply less balance of payments problems for LDCs, potentially
leading to a decreased need for, and dependence on external resources. This opens
possibilities for fiscal policy alternatives, such as expansionary public budgets and
progressive taxation policies. However, while the implementation of MDRI is expected to
substantially lower the debt-service ratios of the HIPCs that have reached completion point in
the medium term, these ratios are projected to rise in the long run, due in part to new
borrowing. Many developing countries, especially middle income developing countries
which have not had access to debt cancellation initiatives, continue to have unsustainable
debt burdens. Certainly, most HIPCs will need additional financing in the form of grants,
rather than loans, in order to achieve further progress in poverty reduction and the eradication
of hunger without experiencing new debt servicing difficulties.  Therefore, at the
international level, a further strengthening of the global partnership for development remains
imperative. This also calls for increased voice and participation of developing countries, in
international organizations such as the international financial institutions (IFIs).

13.  Trade policy can be used judiciously to enhance growth and accomplish a country’s
development objectives. All countries are, to some extent, dependent on trade in goods and
services in securing long-term prosperity, and hence are governed by a common system of
rules pertaining to global trade. However, the benefits of trade have accrued to only a few.
Before trade policy can evolve into a truly effective policy instrument, developing countries
need to address the challenges they face in participating in the new international trading
system.

14.  Many developing countries remain dependent on the exports of three or fewer
commodities for more than half of their export earnings. These countries are particularly
vulnerable to the vicissitudes of commodity prices. Particularly in economies that are not
diversified, such as the LDCs and some African countries, this has often contributed to
increased poverty and indebtedness. Furthermore, countries often face difficulties in meeting
the standards and requirements in developed countries’ markets (for example, sanitary and
phyto-sanitary standards), restricting further exports. On the other hand, the dynamic sectors
in world trade represent new and emerging trading prospects for developing countries, and
enhancing their participation in such sectors is important to realizing development gains from



international trade and trade negotiations. New opportunities are also provided by high-value-
added, special and niche product and services sectors in which developing countries have
potential comparative advantages. Only a few advanced developing countries have been able
to take advantage of the opportunities that have presented themselves owing to global market
forces.

15.  Agriculture is a central element in the current round of multilateral trade negotiations.
There is recognition of the concerns of developing countries that liberalization could
jeopardize their broader development goals and also their food security. There is broad
agreement that the rules of the international trading system should recognize the development
priorities of developing countries. Three measures in particular, i.e., Special and Differential
Treatment (SDT), Special Products (SP) and Special Safeguard Mechanisms (SSM), which
would give the developing countries some flexibility for protection against damaging
imports, are part of the negotiations. Trade negotiations in these areas should strive to
achieve food security, especially for the poorest including poor farmers. Trade can also
provide opportunities for the poor, if their products are able to penetrate lucrative export
markets. Success in policies to raise poor farmers’ incomes at the national level will be linked
to the direction taken in the ongoing process of reform of the international trade regime
governing agricultural trade. Developing countries are actively participating in the current
WTO negotiations with the objective of designing an international regime more aligned with
development objectives.

16. Other areas of the international trade regime which can affect the interests of small
farmers include sanitary and phytosanitary (SPS) regulations, liberalization of distribution
services and intellectual property rights. Some action will require multilateral agreements,
and thus must be pursued in concert with other interested countries, such as flexibilities to
protect poor farmers (SP and SSM), maintenance or loosening of plant varieties protection,
more effective rules to prevent bio-piracy, more flexibility to raise bound tariff rates, and
resistance to excessive liberalization through formulas in tariffs and services. Others will
involve defense of policy measures in direct negotiations with trade partners in response to
requests for liberalization commitments on tariffs and services.

17.  Another salient factor is the importance of trade policy for industrialization and
therefore trade in non-agricultural goods. Owing to the structural reforms of the past two
decades, some developing countries have witnessed a loss in their manufacturing capacities.
Industrial policy requires a coordinated approach to most of the spectrum of trade policies
subject to international disciplines which are currently the subject of trade negotiations.
These include tariff policy, subsidies, policies to develop an efficient services infrastructure
and producer service sector (e.g. telecommunications, financial services, transportation
services, other producer services, and policies with respect to movement of persons),
investment policy, and intellectual property rights. The execution of a coherent industrial
policy thus calls for a coordinated negotiating strategy covering all aspects of trade
negotiations. The effectiveness of tariffs as a tool for industrialization is also linked to the
monetary policy framework within which it operates. When the capital account is liberalized,
control over exchange rates may be lost and the appreciation of exchange rates can
undermine export competitiveness and the impact of tariff protection.

18.  The need for tariff protection changes as countries move up from more labour-
intensive manufactures to more capital intensive ones. At the first stage, tariffs are required
to develop domestic labour intensive consumer goods industries. At a subsequent stage, it is



the relatively more advanced technology production that requires tariff protection to
encourage investors to enter into technologically more complex activities. At this stage, the
protection for the lower stage industries can be phased out. Such an approach can help attain
the IADGs by ensuring that new, higher value-added, more advanced industries are
established to provide better quality employment opportunities for those in the more labour
intensive industries before the latter are exposed to international competition. This should
also provide more decent and productive work for youth in higher technology industries by
stimulating a virtuous spiral growth, thus reducing poverty and promoting overall human
development. Moreover, with the general elimination of quantitative restrictions, tariffs also
remain the main measure available for the protection of domestic industries. As a major
source of revenue for the governments of many developing countries, particularly LDCs and
small island developing states (SIDS), tariffs are an essential tool for industrial policy for
both reasons.

19. Since the early 1990s, many developing countries have increasingly complemented
multilateral trade negotiations in the WTO with regional or bilateral agreements, including
with developed countries and regions. Regional or bilateral agreements with large developed
countries offer substantial benefits to developing-country members as they usually provide
greater market access than multilateral agreements, and often include a wider range of
products than traditional trade preference schemes such as the Generalized System of
Preferences (GSP). Moreover, their adoption is generally expected to lead to additional FDI.
On the other hand, greater integration often involves additional steps towards regulatory
disciplines, and thus further constrains the ability of developing countries to adopt
appropriate national regulatory and development policies.

20. Issues pertaining to finance, aid, and trade have direct consequences for the
environment and need to be taken into full consideration when designing national
development strategies. The international law regime on environment and sustainable
development has had an impact both in the formulation of policies as well as in the
generation of regulatory and institutional systems in order to enforce it at the national and
sub-national levels. Despite numerous and varied environmental agreements that deal with
protection and conservation of natural resources and the environment, environmental
degradation remains a major concern. Therefore, issues pertaining to protecting our
environment need to be intricately woven into any national development strategy, especially,
as it is the poor who are most dependent on the natural environment to meet their daily food,
health, livelihood and shelter needs. There is also a need to address the special needs of
countries, such as SIDS, that are particularly vulnerable to natural disasters, negative impacts
of environmental degradation and climate change.

21.  Countries face several challenges in their attempts to implement policies that are
environmentally friendly. Economic liberalization has facilitated the transfer of technologies
and ideas that lead to efficient utilization of natural resources, cleaner production
technologies and eco-efficient management strategies. Still, rapid industrialization and
integration into the global economy have contributed to environmental degradation,
especially where domestic environmental regulation is inadequate. Even using modern
technologies, large-scale production for global markets can generate large amounts of
pollution and waste. For example, in sectors which involve extractive operations, excessive
mining and drilling have caused severe environmental damage. Lightly regulated industrial
activities have also created serious problems of air and water pollution. Unsustainable



harvesting of renewable resources, e.g., fisheries and forests- can also be exacerbated by
production for export markets. Degradation of international watersheds, declining fisheries
stocks, acid rain, and other regional air pollution, are trans-boundary environmental
challenges which require co-operation between countries to be addressed effectively. Where
political boundaries do not coincide with shared ecosystems, the promotion of regional
institutions for the management of trans-boundary ecosystems offers vast mutual economic
and environmental benefits.

22. Countries thus have to bear in mind the impact of external global factors owing to
financial liberalization, trade liberalization and environmental considerations on national
policies. Multilateral policies in these areas will impact upon the ability of countries to
choose the best mix of domestic policies for sustainable and equitable development.

I11.  Impact of international commitments, policies and processes on the scope and
implementation of national development strategies

23. The flexibility required to strike an appropriate balance between national priorities
and international obligations has been affected by rapid globalization, economic liberalization
and the associated market forces. Countries need to address the challenges carefully, after
comprehensively assessing the full impact of international commitments, policies and
processes on their national priorities. More importantly, they need to be able to strike an
appropriate balance between economic, social and environmental concerns.

24, Foreign capital flows, including aid flows, can be beneficial to the economy when
used and managed wisely. Or else, they can bring forth new challenges to macroeconomic
policy. Such inflows, like other forms of capital inflow, put upward pressure on exchange
rates which can then shift domestic incentives away from tradables to non-tradables, if
domestic relative prices move in response. Foreign flows can also cause higher inflation
when it is spent not on imports but on government spending on non-tradables or domestic
activities in which there are supply constraints preventing output from expanding to meet the
enhanced demand. Moreover, developing countries fear the adverse effects of currency
appreciation and highly prioritize the need to keep higher levels of foreign exchange reserves
to guard against potential financial crises. As a result, aid inflows are not generally utilized
effectively. Instead, there is a common tendency to combine such inflows of foreign
exchange with deflationary domestic policies to ensure rising levels of foreign exchange
reserves — both as insurance against future instability and to prevent upward movements of
the currency. These could damage external competitiveness and reduce the viability of
domestic enterprises. However, if recipient governments can avoid this trap and use ODA for
productive public investment that contributes to current and future growth, its
macroeconomic effects will be positive.

25. In fact, one major challenge for developing countries in an integrating global
economy is that of minimizing fluctuations in real output. It is becoming increasingly
difficult to use counter-cyclical macroeconomic policy to achieve this key objective. Firstly,
it is extremely difficult to manage volatile short-term flows of foreign capital. They drive
boom-bust cycles in the domestic economy that have particularly detrimental effects on the
stability of the economy. Secondly, the use of counter-cyclical monetary and fiscal policy is
heavily constrained in such a context. In the face of an outflow of funds, interest rates have
to be raised to stem this and to defend the exchange rate, hence having a pro-cyclical effect
on the real domestic economy. Conversely, it is difficult to raise interest rates during a boom



caused by a surge of capital inflows, as it will further attract inflows. The use of counter-
cyclical fiscal policy during a downturn is also heavily constrained by the indiscriminate
disapproval by financial markets as well as IFls of fiscal deficits.

26.  Consideration should therefore be given to the use of a full range of regulatory tools
such as rules governing capital requirements, and other measures affecting conditions in credit
and asset markets in order to limit the cyclicality of the financial system. These inherent
systemic problems are compounded by the prevailing orthodoxy in macroeconomic policy.
This places the highest priority on maintaining price stability and sound public finances.
Currently achieving higher and more stable levels of growth in real output and employment
are at best secondary objectives. The current implicit assumption is that achieving
macroeconomic stability in the narrow sense of price stability and fiscal balance is the best
available means of attaining these broader objectives.

27.  This view often pre-empts the serious consideration of alternative approaches. For
example, a rigid view on the limits to fiscal deficits rules out consideration of the argument
that in a situation of excess capacity it would make sense to run a fiscal deficit to boost
aggregate demand and employment. Similarly, in the face of low investment, the only way to
kick-start growth would be to raise public investment through running a fiscal deficit. Such a
strategy could be justified if these investments are growth enhancing through objectives such
as the crowding-in of private investment or expanding the productive capacity of the
economy. Thus, the current policy orthodoxy indiscriminately rules out the possibility of a
more pro-active role of the state in stimulating a process of private sector-led capital
accumulation and growth. The above problems deriving from the global impact of
industrialized country policies creates an unstable environment for developing countries
seeking to attain higher growth.

28.  The situation has become more difficult with the increasing integration of financial
markets. As more and more developing countries undertake financial liberalization, including
of their capital accounts, they become increasingly exposed to exchange rate instability. This
raises the risk premium faced by investors and therefore reduces the inducement to invest. At
the same time, the cost of borrowing often increases because the domestic interest rate has to
be increased to maintain the exchange rate and the confidence of financial markets. The
supply of savings is also volatile because of the significant presence of short-term flows in
total foreign capital inflows. These short-term flows also often fuel asset bubbles in stock and
real estate markets and other unproductive investments. In addition, liberalized capital
accounts have also created pressures to hold large international reserves that have a high
opportunity cost in terms of foregone domestic investments that could have yielded higher
rates of return.

29. In the area of trade, a major challenge that many developing countries face is that they
have not been able to fully benefit from the various trade agreements that they have become a
part of. WTO agreements, especially in the area of agriculture, have affected the ability of
many countries to pursue policies in line with their national objectives in different ways and
to different degrees. For example, removal of agricultural subsidies to exports of agricultural
products leads to an increase in agricultural product prices in export markets which will
benefit net agricultural exporter countries. However, for net-food importing countries, their
food bill will increase, and hence their food security is affected. For others, especially
developed countries that are generally more substantive users of support and protectionist



instruments, the threat that their systems of support may not be compatible with WTO
agreements is real.

30.  The payment of subsidies, as with other forms of protection, stimulates production to
exceed its non-subsidized level, as they increase the returns to production of any commodity.
This higher level of production results, generally, in either increased exports to, or reduced
imports from, world markets; either way, prices on international markets decline. Subsidies
maintain production at otherwise unprofitable levels in the subsidizing countries, reducing the
opportunities for other countries to export to subsidizing country markets and displacing their
exports to third countries. Agricultural subsidies are highest in industrialized countries, and
their impact is felt particularly by farmers in developing countries.

31.  Another challenge is that developing countries often lack voice and participation in
the international organizations where they can actively defend their concerns during
negotiations. The international trading system at present lacks such participatory processes.
Developing countries lack the resources that can enable them to negotiate effectively.
Moreover, in order to have greater market access, developing countries are entering into
many bilateral, regional and multilateral agreements, despite the lack of information on their
full impact on their economies. Many of these agreements are with developed countries, but
some South-South trade agreements have also been reached. With the exception of a few
countries, the preference schemes have not contributed significantly to generating real export
growth of the beneficiaries or improving their trade shares. While this has been partly
because of the various restrictions in the schemes (e.g. in respect of product coverage, quotas,
and rules of origin), supply-side constraints and the fact that the preferences are unilateral and
not legally binding in the WTO appear to have played a significant role.

32.  Thus, enhancing developing countries' participation in and benefits from new and
dynamic growth opportunities in world trade is important in realizing development gains
from international trade and trade negotiations. Coherence and consistency among trade and
other economic policies being pursued at the national, bilateral, regional and multilateral
levels by all countries are important for maximizing the contribution of such policies to
development.

33. National development strategies have to be formulated with a view to minimizing the
negative social impact of globalization and maximizing its positive effects. Well-designed
and effectively implemented social policies that provide education, empower women, foster
good health, create decent and productive employment and provide basic infrastructure for
clean water, sanitation and transportation are critical to sustained economic growth and
development of any country. All of these policies will help in avoiding the marginalization
of various groups in countries. Sustained efforts towards promoting the right mix of social
policies have long term benefits as they focus mainly on human development. Yet,
developing countries face many challenges when designing social policies.

34, National governments are struggling with meager resources to allocate to competing
social priorities such as education, health, water and sanitation, and they continue facing the
challenges of improving efficiency in the use of resources. One reason for this is the fact that
social policies are the primary function of the state, and it is mostly public expenditure that
finances the provision of basic services in any country. Use of fiscal incentives, especially
with a view to supporting and developing a robust private sector, together with the new push
towards a reduced role for the State, is widely believed to have reduced the fiscal capacity of
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governments. In many cases, this has led to a reduction in government expenditures vital for
poverty reduction.

35. Increasing international competition for markets, technology, and for FDI has
generated pressures to increase labour market flexibility and erode labour protection. Also,
governments are more inclined, or often compelled, to divert much needed public funding,
from social sectors such as health, education and basic services, to infrastructure that supports
the production of capital and technology intensive goods. Simultaneously, countries are
expected to provide a predictable commercial and social environment for the enforcement of
property rights, contractual obligations and consumer protection. The presence of effective
and well-functioning regulatory regimes in critical economic and social sectors encourages
investment and cuts down economic transaction costs for investors and protects the poor from
fraud and substandard goods and services. The access to timely justice through affordable
legal services allow for quick settlements of disputes, unwarranted litigation or prosecution
and other legal abuses that are often experienced by the poor and disenfranchised
populations. This entails costs and specific budget allocation by recipient countries.

36.  Also, economic liberalization has resulted in global market forces that have changed
relative prices, consumption possibilities and patterns, which in turn have affected peoples’
jobs, livelihoods and incomes. Invariably some have been adversely affected while others
have gained from this often intense process of change. In many countries some groups of
workers have been adversely affected by trade liberalization and the relocation of production
to lower-wage economies owing to cost-cutting needs. While this has so far primarily
affected unskilled workers, some skilled and professional workers have also been affected by
developments, such as the increasing trade in professional services and increased immigration
of skilled professionals from developing countries. While the exact impact of relocation of
production to low-wage economies is complex, this has led to job losses even in industrial
countries.

37.  Those that benefited most from such external influences include those associated with
successful multinational enterprises (MNESs) and with internationally competitive national
enterprises. More generally, those endowed with capital and other assets, entrepreneurial
ability, education and skills that are in increasing demand have all benefited. Conversely, the
adversely affected include those associated with uncompetitive enterprises that have been
unable to survive in the face of trade liberalization or the entry of foreign firms. These
enterprises include those previously protected by trade barriers, subsidized State enterprises,
and small and medium enterprises (SMESs) that had a limited capacity to adjust to a rapid
liberalization of the economy. Impoverished producers of importables, whether in the urban
informal economy or in agriculture, have been particularly vulnerable to the influx of cheap
imports and sharp changes in the relative prices and availability of inputs. Such producers
(especially the SMES) are also unable to seize the new economic opportunities that have been
generated because they lack capital and access to credit, information and extension services.
Those who have lost out, except in countries that have experienced rapid growth, have been
the poor, the asset-less, illiterate and unskilled workers and indigenous peoples. This has
occurred not only as a result of the primary economic impact of globalization but also
because of its indirect effects. Similarly, the increased mobility of capital combined with high
levels of unemployment has weakened the bargaining position of workers vis-a-vis
employers.
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38.  Therefore, the role of governments and the public sector needs to be enhanced.
Governments need to promote policies that generate decent employment, increase tax
revenues for social spending and income redistribution, thereby reducing inequalities. Social
transfers become particularly attractive from the point of view of direct and quick impacts on
low-income households. It is likely, that for some countries this might result in lower growth
rates in the short run, but it is likely to have beneficial positive impacts in the long run.

39. External financing of social policies is an option, provided debt does not jeopardize
macroeconomic stability. At the regional level, cooperation on regulation of public and
private delivery of social services (water, electricity) can be helpful. For example, regional
formations in principle are in a stronger position than isolated governments to negotiate with
private providers to ensure access, affordability and quality standards in commercial services
and utilities. Disaster management and early warning systems definitely need a regional or
global perspective. At the global level, cooperation to promote local investment and allow
more progressive tax systems (e.g., through coordinated measures to control capital flight, tax
havens and tax competition) and risk-pooling mechanisms, such as international agricultural
insurance are other examples that can benefit from regional or global cooperation.

40. Increased aid, for example, could support equitable national development strategies in
which social policies go hand in hand with economic development under good governance. In
that way, developed and developing countries would better share responsibility for achieving
global prosperity and the IADGs. The instruments of aid have been progressively evolving
from projects to transfers from developed to developing countries, either in the form of GBS
(General Budget Support to a government) or SWAps (Sector Wide Approaches, budget
support to a specific sector like health), supporting governments with good governance,
multi-annual budgets/Medium Term Expenditure Frameworks (MTEFs) and minimized
fiduciary risks.

41. Many social issues go beyond national boundaries and governments may want to
consider coordinating global and regional social policies such as health. Here, regional and
global initiatives and agreements can play a critical role in addressing social issues. The
trade related aspects of intellectual property rights (TRIPS) Agreement has an impact on
health, especially when looking at the aspect of providing cheaper medicines for developing
countries. Regional cross-border investments to address common priorities in social policy
could be initiated. For example, investments for the production of generic pharmaceuticals at
the regional level could be beneficial.

42. International commitments, policies and processes have significant consequences for
the prospects for achieving sustainable development goals. For instance, climate change is a
serious concern that requires a global response including, reductions of emissions of
greenhouse gases (GHGs). Mitigation of GHGs and adaptation to climate change impacts
pose challenges for both developed and developing countries. With income levels far below
those of developed countries, and per capita emissions on average just one-sixth those of the
industrialized world—developing countries strive for economic growth and a better quality of
life and, in the context of addressing climate change, often stress the relevance of the
principle of common but differentiated responsibilities. Clean technologies and energy
efficiency measures can contribute to both mitigating GHGs and economic growth in both
developing and developed countries. However, clean technology options are often expensive,
and, innovative mechanisms for financing and transferring cleaner technologies to developing
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countries and ensuring adequate investment in research and development of new technologies
are needed to achieve sustainable development goals.

43.  The two year review of climate change undertaken by the Commission on Sustainable
Development in its 14™ and 15" sessions pointed to the need for adaptation and mitigation
measures in both developed and developing countries. To that end, countries need to
cooperate to: mobilize investment and transfers of appropriate technologies, promote
continuing market reforms, policies to avoid price distortions, build capacity, and ensure
dissemination of appropriate information. Developing countries’ efforts in this regard should
be actively supported through such mechanisms as the Global Environment Facility (GEF).
In addition, market-based approaches such as the Clean Development Mechanism (CDM),
could help generate investment in cleaner energy.

44, Efforts should be made wherever possible to realize synergies between GHG
mitigation, local environmental objectives, such as improving air quality and encouraging
forest and land conservation, and overall sustainable development goals. Measures which
improve the efficiency of energy generation and use in industry, for example, can reduce
carbon dioxide and other harmful emissions simultaneously while contributing to economic
and industrial development. Also, providing stronger incentives for sustainable forest
management can achieve both local and global environmental benefits. Information should
also be widely disseminated so that individuals can change their patterns of consumption,
thus contributing to the reduction of GHG emissions.

45, Placing a higher priority on adaptation to the impacts of climate change both in
developed and developing countries can contribute to achieving sustainable development
goals. The latest report by the Intergovernmental Panel on Climate Change (IPCC) suggests
that developing countries, especially low-income ones, are among the most vulnerable to the
impacts of climate change, as they lack the means to cope with them. Countries can
cooperate to provide technical and financial resources to assist those countries in improving
resilience and in increasing their capacity for adaptation.

46.  With globalization, developing countries’ economies have become ever more
dependent on export markets, particularly those of the developed countries. As consumer
preferences have evolved, including growing concerns for the safety of food and other
products and the environmental impacts of their production, these have placed new demands
on producers. Environmental, health and food-safety requirements (EHFSRs) are becoming
more stringent, frequent, complex and interrelated. This poses serious challenges, but also
provides opportunities for export competitiveness as well as sustainable production and
consumption methods at national level. An example is the rapid expansion of organic
agriculture markets, with global growth rates of over 12 per cent in the last few decades,
much faster than overall agricultural market growth. Generally, there is heightened interest
in environmentally preferable products, services and production methods since these are
strategic markets of the future. Voluntary, private standards and labeling schemes fall
outside WTO disciplines which seek to ensure transparency, non-discrimination and
equivalence. In recent years, with high fossil fuel prices and stronger climate change
policies, the biofuels market has also been growing very rapidly in some countries and
certain developing countries could reap substantial rewards from supplying this market. But,
the environmental and food security implications of a rapid expansion of biofuels demand
need to be better understood.
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47.  The consequences of globalization have meant that global market forces have largely
dictated policies in developing countries that promote growth with minimal consideration for
their social and environmental impacts. There is a need to redress the balance between
economic and social policies. Sustained and long term investments in the social sectors will
reap benefits. The challenge is for governments to choose long-terms benefits over short-
term gains with full support from the international community.

IV.  Role of the United Nations in designing effective national development strategies

48. The United Nations has a central role in promoting global policies that improve the
development prospects of countries. And countries are increasingly turning to the United
Nations for advice to address the challenges of globalization and other cross-border issues.
The United Nations system also continues to play an essential role as a convener, setting
norms and standards and advising countries on their implementation at the global, regional,
national and local levels, and has provided Member States with a forum to reach consensus
on internationally agreed development goals. The United Nations needs to be a more active
player in this context — as a facilitator to Governments, as a convener of stakeholders, as an
advocate for international norms and standards, and as a source of technical assistance and
advice on how to build and strengthen institutions. The internationally agreed goals, arising
from the United Nations conferences and summits, provide countries with a comprehensive
framework of development objectives that their national strategies can be based on. The
United Nations recognizes that such strategies should be nationally owned and driven by
national priorities. Policy Notes™ developed by the United Nations could assist countries
design and implement their national development strategies.

49.  Also, governments need to have a clear idea of global norms and regulations that need
to be taken into account while designing national policies based on their development
priorities. While providing assistance in designing national development strategies, the
United Nations needs to ensure that governments have some flexibility in designing policies
that can help them build a platform that allows them to pursue the 1ADGS, including the
MDGs. Similar consideration should also be given in the Organization’s operational work at
the country level. Without the right foundation of institutions and policies, most developing
countries, especially the least developed ones, will be unable to embark on a path that allows
them to achieve their global commitments. More importantly, developing countries,
particularly the poorest, need adequate voice and participation in the global system where
rules and norms are established. To that end, the United Nations can provide a unique forum
at the global, regional and sub regional levels where the implications of signing on to
international obligations are discussed, especially for developing countries.  Given the
growing importance of regional and interregional initiatives, the United Nations should assist
countries to participate effectively in these initiatives while ensuring functional and coherent
linkages with the multilateral system.

50.  Today there are many other actors active in development, such as NGOs, foundations
and the private sector, and the country presence of bilateral donors is growing. At the same
time, countries face the challenge of adhering to various international agreements and treaties
while pursuing their development priorities. In this new development landscape — with

“ http://esa.un.org/techcoop/policyNotes.asp
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many players providing multifaceted contributions to development — the United Nations
needs to deploy its normative and policy capacity more effectively. The United Nations can
help countries by designing Policy Implications Packages that analyze the impact of
international agreements on national development strategies. These packages will analyze
the impact of all types of international agreements, bilateral, regional and multilateral
agreements on countries. They will provide a comprehensive assessment of the pros and
cons of entering into such agreements as well as suggest areas where countries can negotiate
further on certain issues. The Policy Implementation Packages will be complementary to the
Policy Notes and will help countries to analyze the implications of international agreements
on their economies and how to respond to the challenges.

V. Conclusions

51. National planning capacity and the level of participation will influence the
results of any of these processes. Implementing national development strategies will
require significant commitments of resources (financial, human and intellectual).
Relative scarcity affects stakeholder engagement in any part of the process because of
the seemingly high opportunity cost of their involvement. This includes comprehensive
knowledge of international obligations. Equally important is the expertise required to
participate effectively during negotiations of those international agreements. Also, an
in-depth knowledge of the impact of international agreements on the countries
themselves is vital. Development partners including the United Nations family can help
to manage this process. Moreover, development partners need to have a close
knowledge of the country for assessing the balance of risks and opportunities and
advising the government on how best to avoid the risks. This report has highlighted
some of the main areas where international processes, rules and regimes are likely to
impinge on policy-making process at the national level.

52.  The following recommendations are presented to the United Nations General
Assembly in the framework of facilitating the design of national strategies best suited to
their needs, taking into consideration the varied international processes and norms.

VI. Recommendations
National level

e Many developing countries have increasingly complemented multilateral trade
negotiations in the WTO with regional or bilateral agreements, including with
developed countries. Developing countries need to understand the full
implications of such agreements for their economies.

e Long-term institutional capacity development is important to equip and
empower local research and training communities to reliably advise national
policy makers and train future negotiators and analysts. In this regard,
countries need assistance to enable them to increase their voice and participation
in global governance and global rule setting.

e Developing countries need to ensure that ODA translates into higher public

investment, preferably where there are shortages or bottlenecks to production,
or in where existing levels of provision are socially inadequate.
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In reducing fluctuations in real output, consideration should be given to the use
of a full range of regulatory tools such as the rules governing capital
requirements, and other measures affecting conditions in credit and asset
markets.

The public sector remains crucial for financing/investing in the basic services in
any country, as well as for integrating social policies along with economic and
environmental ones to ensure good governance. Governments should be given
full support where needed and encouraged to foster regional and global
initiatives to address social issues as well.

International level

Developed countries/donors need to align their overall support to
developing/recipient countries’ national development strategies, institutions and
procedures. Donors also need to harmonize their actions by implementing
common arrangements and simplifying procedures with a view to reducing
duplication and enhancing transparency of their actions.

Issues pertaining to the impact of the new EHFSRs on the access of developing
country products to key export markets need to be addressed.

New instruments of aid support should aim to support social development. For
example, SWAps and GBS could be used to finance social transfers.

In the case of those HIPCs that have received debt relief under the initiative, but
still need additional resources to finance investment for development, there is a
need to promote responsible lending and borrowing, and to link the grant
element of such loans to the capacity to pay.

Role of the United Nations

While providing assistance in designing national development strategies, the
United Nations needs to ensure that governments secure a certain degree of
flexibility to design policies that can help them to achieve the IADGs, including
the MDGs. Similar consideration should also be given in the Organization’s
operational work as well.

The United Nations can also provide a unique forum at the regional and sub-
regional levels where the implications of signing on to international obligations,
especially for developing countries, are discussed. Given the growing
importance of regional and interregional initiatives, the United Nations should
assist countries to participate effectively in these initiatives while ensuring
functional and coherent linkages with the multilateral system

The United Nations can help countries by designing Policy Implications Packages
that analyze the impact of international agreements on national development
strategies and ways to respond to such challenges. Ideally, these strategies
should recognize the distinct yet interrelated roles of various stakeholders such
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as the private sector and civil society in the national as well as the international
contexts. Development stakeholders, including the UN, should help developing
countries analyze the impact of such agreements to ensure a favourable outcome.
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