G77 16 October pm

Mobilizing international resources for development: foreign direct investment and
other private flows

14. We recognize that private international capital flow, particularly foreign direct
investment can be a V|tal complement to natlonal and |nternat|onal development
efforts. w
s+nee—the—MenteFFey—Gen#erenee—At—the—same—Hme We need to ensure that
international capital flows genuinely assist development efforts and in this regard
encourage flows like foreign direct investment rather than volatile short term
capital flows. We will try-te substantially broaden the number of countries and sectors
receiving such flows, as well as take measures to ensure international financial
stability. Special efforts should be undertaken at the national, bilateral and multilateral
levels to increase private capital flows to developing countries, particularly foreign
direct investment to address the social, economic and developmental needs of
developing countries to African countries, , the least developed countries, landlocked
developing countries, and small island developing States, including through the
provision of technical, financial and other forms of assistance, promotion of and
strengthening of partnerships and cooperation arrangements at all levels. We also
consider that it is necessary to reverse the net outflow of financial resources from
developing countries. We emphasize the importance of orderly and well sequenced
measures in regulating capital flows. We also underline the importance of
addressing the constraints of low income developing countries in attracting these
private flows.

14.bis. We also appreciate the growing importance of South-South capital flows and
their role in increasing investment in developing countries. We support measures to
further strengthen these flows, while recognizing their distinct and complementary
nature to North-South capital flows.

15. The support by the international community in promoting resources mobilization
is critical. We should enhance efforts Developing—ecountries—and—countries—with
economies—in—transition—should—enhance—efforts to mobilize investment in transport,
energy, communications and other—physical-and—seeial infrastructure that serve to
strengthen their business—environment and competitiveness in developing countries
and countries in transition. ef bHateral-and-multilateral-partners inthistask—\We also
recognize the importance of sharing best practices in promoting and attracting
private investment in infrastructure.

16. Experience ef+recentyears has shown that providing an enabling business domestic
and international environment is fundamental to fostering demestic-and-foreign private
investment. We will continue to put in place transparent and appropriate and-enforceable
regulations at the national and international levels. We agree that developed
countries should provide concrete incentives to companies investing in developing



countrles in order to encourage prlvate flows to these countrles where approprlate

off|C|aI development aSS|stance—(ODA) can play a catalytlc role in the moblllzatlon of

private flows We—\,wrl—alse etﬂve—te—enhanee—the—stab#mfet—pwateeapﬁ%ﬂews—threugh

17. The quality of foreign direct investment plays an important role in enhancing the
development impact of these investments. We will strengthen efforts to maximize
linkages with domestic production activities, the transfer of technology and the training
of the local labour force. We will make greater strenger efforts to promote corporate
social responsibility and good corporate governance, and—seek—te and ensure—that
adeguate appropriate labour, ard environmental, anticorruption laws and regulations
protection-standards, are upheld everywhere. We encourage the work undertaken by ia
the United Natlons mcludmg through the GIobaI—Compact in thls regard Measures

18. We recognize that technology transfer is one of the key factors through which foreign
direct investment can impact development. Such transfers require proactive policies
by developed countries to facilitate the transfer of technology to developing
countries, including through appropriate incentives to companies owing such

technologies. Such—transfer—can—also—befacilitated—bythe proactive—innovation—and
transfer—policies—ofthe—hest—eountry. We acknowledge the role that Public-private
partnershlps can play in this regard a—eruerat—rele—m—rmplementmg—these—peheres—as

19. International financial institutions, particularly multilateral development banks,
should continue to enhance their efforts to provide incentives for private flows to
developing countries and transition-economy countries. At the same time, these
institutions should continue to explore innovative modalities to facilitate additional
private flows to such countries. Paragraph still under consideration



20. We are cognizant of the fact that the perception of a country’s current economic
conditions and prospects determine to a large extent the international private financial
flows that it attracts. In this regard, the information provided by credit rating
agencies should be based on broadly accepted, strict, objective and transparent
parameters. We emphasize the importance of establishing regulatory frameworks to
oversee the activities of credit rating agencies, including their accountability. Fhe

provision of objective, high quality information is vital for informed decisions by
potential—foreign—investors. We will continue to strengthen modalities, (need to be
clarified) ireluding—through—efforts—ofmultHateralageneies, including through the
United Nations system, to enhance and improve technical information regarding a
country’s economic situation and outlook. Fhe—information—provided—by—ereditrating
agencies, which is also useful for public sector policymakers, should thus be based on
broadly accepted, objective and transparent criteria.

21. We will eentinue—to—explore—measures—to lower the transaction cost of werkers

remittances through increased cooperation between the originating and receiving
countries.

controk: (Placement to be changed)

Increasing international financial and technical cooperation for development

31. We reaffirm the crucial role of ODA in supporting development and facilitating the
achievement of the internationally agreed development goals, including the Millennium
Development Goals. Aid can play a catalytic role in removing constraints to growth such
as enhancing social and physical infrastructure, technological innovation, empowering
women and combatlng peeketsref poverty. Wema#wm%heemeral%leeﬁ@i%m

eenetﬁutes—&enﬂeaLelement—m—eeaeeleuMmqeﬁerts For many countrles in Africa,
least developed countries, small island developing States, landlocked developing
countries and those emerging from conflicts, ODA is still the largest source of
external financing and is critical to the achievement of the development goals and
targets of the Millennium Declaration and other mternatlonally agreed development




of the-inerease-tn-of aid flows after 2002 in-theprevieus-period comprised growing debt
relief and humanitarian assistance. The aid absorptive capacity of developing countries
has increased significantly as a result of their improved domestic policies. We are
encouraged that some donor countries have established timetables for fulfilling their

Iong standlng ODA commltments We—are—eneearaged—that—seme—denepeewqtnes—ha%

te—$139—b444+en—by—2949 We are aIso encouraged by the fact that some of these
countrles have met or surpassed the 0.7 per cent target of GNI for ODA et—gress

. X ) ies-in_HokkaideJap . o0
te—$139—b+l—l+en—by—204:9— The fuII |mplementat|on of these targets IS V|tal to substantlally
boost the resources available to push forward the international development agenda. We
emphasize that the ongoing financial crisis should not dilute commitment of
developed countries for meeting their aid commitments. We also note with concern
that there continues to be a net outflow of resources from developing to developed
countries, in many cases far surpassing the inflow of ODA.

not yet done so to-make-definiteefforts to take urgent measures to achieve the target of
0.7 per cent of GNI as ODA to developing countries, including the specific target of 0.15
per cent to 0.20 per cent of GNI for least developed countries, by 2010. We stress the
importance of mobilizing greater domestic support in developed countries towards
the fulfillment of their commitments, including through raising public awareness.
Further, addressing the current high food and energy prices crises and implementing
actions related to climate change carries a deep developmental connection and makes it
even more urgent to fully meet all the pre-existing cooperation targets, Fhis-will-reguire
and provide the considerable additional resources that these new challenges demand.




34alt. We recognize that the quality of aid is as crucial as its quantity. We will
enhance overall efforts to improve the quality of aid, including by untying aid,
providing direct budget support, and making aid more predictable. And in this
regard, we call upon the OECD-DAC countries to fully implement their 2001
decision on untying aid, in particular to the LDCs. We recognize recent efforts and
initiatives to enhance the quality of aid and to increase its impact, including the
High Level Forums on Aid Effectiveness.

35. We note that the aid architecture has significantly changed in the current decade. New
official and non-official deners aid providers and novel partnership approaches, which
transcend the traditional donor-recipient modality, and have their own importance and
partlcularltles and have enhanced—have—eme;ged—?he flow of resources—nvelved

. We encourage new aid providers to mobilize,
manage and evaluate their internatlonal cooperation initiatives. We will strengthen
the Development Cooperation Forum of the Economic and Social Council of the UN
as a focal pomt for examlnlng lnternatlonal development cooperatlon hollstlcally

36alt.We recognize that there is a growing need for more concrete and universal
ways to keep track aid quantity, quality and effectiveness. In this regard, we
underline the importance of the Development Cooperation Forum and request the
SG to submit a report that keeps track of ODA commitments aid quantity, quality
and effectiveness, at each session.




37. alt We support South-South cooperation, as well as triangular cooperation, in
mobilizing supplementary resources for development. We also recognize south —
south regional cooperation as initiatives based on solidarity that can also be an
effective modality for mobilizing resources for development. In this regard, we
stress that South-South cooperation should be seen neither as ODA nor as a
substitute to North-South cooperation, rather as an expression of solidarity and
cooperation between developing countries, based on their shared experiences and
objectives. It is a development agenda that addresses the particular needs and
expectations of developing countries, based on premises, conditions and objectives
specific to their historic and political context.

38.  We welcome recognize the considerable progress made since the Monterrey
Conference in the area of innovative mechanisms seurees of finance. We further
acknowledge that a number of Bue-te the initiatives of the “Technical Group created
by the Global Action agarnst Hunger and Poverty” and, the “Leadlng Group on
Solidarity Levies”
have become a reality, or are in an advanced stage towards |mplementat|0n sueh—as inter
alia, the International Financing Facility for Immunization, the advance market
commitments and the airhine-ticket solidarity levies, which finances health programmes
in several developing countries, including the international drug purchase facility
UNITAID to help combat HIV/AIDS, tuberculosis and malaria. We stress acknewledge
that these funds should be additional to, and not a substitute for, official development
assistance and that they should not unduly burden developing countries. We urge the

international community to strengthen We-recognize-the-value-of continuding
consensus-buHdinrg-en current initiatives and explore new whie-furtherexploringand
evaluating-the-vahidity-of-other-proposed innovative sources of finance by Governments,

non-governmental organizations and civil society while recognizing their voluntary
and complementary nature.

38bis. We reiterate our resolve to operationalize the World Solidarity Fund
established by the General Assembly and invite those countries in a position to do so
to make voluntary contributions to the Fund.

38ter. We underscore the importance of fostering and strengthening technical
cooperation which constitutes an important avenue for developing countries to
attain their development objectives. We emphasize the importance of human
resource development including training, exchange of expertise and knowledge
transfer. Technical assistance for capacity-building which includes strengthening
institutional capacity, project management and programme planning is also critical

39.  We underline the importance of the role of the United Nations system through its
operational activities in delivering effective capacity-building support for development
with long-term sustainability. This is particularly important for least developed countries.



Given that the level of core funding inevitably affects the ability of the United Nations
system to fulfill this mandate, we urge donor countries and other countries in a position to
do so to substantially increase their voluntary contributions to the core/regular budgets of
the United Nations development system.

40 Alt. The multilateral, regional and subregional development banks can be a
relevant source of financing for development. They can also provide an important
contribution in the form of technical assistance and forum for interchange of
information on best practices between developing countries. However, these
institutions have not been able to fully deliver on their potential. The net outflow of
resources from many of these institutions has become negative. We therefore invite
these institutions to enhance their financing to developing countries. We will
support steps towards this end, including through increased funding for these
institutions, as appropriate.

40bis. We note with concern that a large proportion of the world's poor who live
with less than 2 a day are from Middle Income Countries and that ODA for MICs
has declined significantly in recent years. We recognize that middle-income
developing countries still face significant challenges in the area of poverty
eradication and that efforts to address those challenges should be supported in
order to ensure that achievements made to date are sustained, including through
support to the effective development of comprehensive cooperation policies, as well
as increased, targeted and substantial technical assistance, and the promotion of
new partnerships and cooperation arrangements. We also acknowledge that ODA is
still vital for the support of the implementation of national development strategies
by these countries.

40ter. We also call for enhanced efforts for the development efforts of low income
developing countries in addressing their social, economic and development needs
including through the provision of technical, financial and other form of assistance,
promotion of and strengthening of partnerships and cooperation arrangements at
all levels.

External debt



41. We note with concern that the total external debt of developing and transition
economies continues to increase, while noting that some developing countries have
made some progress in their external debt situations since the adoption of the
Monterrey Consensus. Furthermore, we recognize that the current economic crisis
in the developed world could reverse the current positive trend experienced by some
developing countries.

41. bis: Debt relief under the Heavily Indebted Poor Countries Initiative, the
Multilateral Debt Relief Initiative and other ongoing initiatives, have contributed to
reducing official external debts of some countries; however, data on the face value of
debt relief gives a misleading impression on the actual change in the value of the
external debt of developing countries. We stress the importance of continued
flexibility with regard to the eligibility criteria for debt relief under HIPC and
MDRI. We note with deep concern that debt relief continues to be financed from
ODA despite the commitment in Monterrey that debt relief will be financed from
additional resources. While borrowing countries have also enhanced their debt
management programmes, and have built reserves, this has not led to reducing their
vulnerabilities.

41 ter: We therefore, reiterate the urgent need for the international community to
adopt an effective, equitable, durable and development oriented solution to the debt



problems of the developing countries, particularly LDCs, including through total
debt cancellation without any discrimination or conditionalities, and support them
with increased concessional financial flows.

42. We recognize that important challenges remain. Debt service in a considerable
number of low and middle-income countries is still too high. The existing
international debt resolution mechanisms, including the Paris Club, remain donor
driven and do not have predictable debt resolution procedures. Further, these
mechanisms suffer from conflict of interest between creditors and arbitrators.
There is also concern about increasing vulture fund litigation. In addressing these
situations, we need to enhance the international financial mechanisms for debt crisis
prevention and resolution by finding internationally agreed solutions. These
mechanisms need to ensure that debt resolution is a joint responsibility of all
debtors and creditors; to recognize that furthering development is the ultimate
objective of debt resolution and that debt relief should not detract from ODA; to
strengthen transparency and accountability among all parties; to promote
responsible lending practices, improved debt management and national ownership
of policies; and to facilitate equivalent treatment of all creditors.

WHJ—payspeeraLattenfﬂen to the need to respect debtors pollcy space in partlcular the
room for investments in infrastructure, and measures linked to attaining the

internationally agreed development goals, including the Millennium Development Goals.
We are convinced that enhanced market access for goods and services of export
interest to developing countries contributes significantly to debt sustainability in
developing countries.

44.  Technical assistance to address debt problems can be crucial for many countries,
in particular those facing acute structural problems, those seriously affected by climate
change and those emerging from conflict. In spite of existing debt relief initiatives, many
developing countries still continue to face obstacles to achieving debt sustainability and
may require special assistance. We underline that sound macroeconomic policies and
public resource management are key elements in reducing national vulnerabilities. We
will redouble efforts to provide them with the needed technical help, including specific
legal training to help countries faced with external debt litigation. The Bretton Woods
institutions and UNCTAD should continue to play a major and increasing role in this
field. Particular attention should be paid to keeping the debt sustainability frameworks
under review to enhance the effectiveness of monitoring and analysing debt
sustainability. Increased transparency and information-sharing are needed in the choice of
debt service scenarios and construction of debt indicators, including sufficient



consideration of the domestic public and private debt situation and achieving
development goals. Also, for these countries, bilateral donors and multilateral financial
institutions should seek to increasingly provide grants and concessional loans as the
preferred instruments to ensure debt sustainability. Still under consideration

44bis. We reaffirm the importance of adequate capacities of debtor countries
during debt negotiations, debt re-negotiations, and for debt management. In this
regard, we agree to enhance technical assistance to developing countries upon
request, including specialized legal training in cases of external debt litigation.

44ter We recognize that current debt initiatives do not adequately address the
needs of Middle Income Countries and emphasize the importance of continued
efforts towards durable solutions to the external debt problem of MICs by
enhancing sustainability, debt relief, including debt swap mechanisms, and
sustainable debt management of MICs. We urge the international financial
institutions to continue to provide technical assistance and support for MICs in
working towards building national capacities for debt management.

44quat We welcome the efforts of and calls upon the international
community to provide flexibility, and stresses the need to continue those efforts
in helping post-conflict developing countries, especially those that are heavily
indebted and poor, to achieve initial reconstruction for economic and social
development;

44quint We recognize that the current economic crises carry the serious
possibility of undoing years of hard work and economic gains made by the low
income developing countries. The situation clearly demands bolder and more
encompassing initiatives to solve the external debt problems of the low income
developing countries in an effective, equitable and development oriented manner.
We need to particularly focus on considering debt scenarios in the face of exogenous
shocks.

45.  We recognize that a shift has occurred from official to commercial borrowing and
from external to domestic public debt, and that this is creating new vulnerabilities. We
note the need to address this situation, including by improved data collection and
analysis.



