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The special sesgion of the United Nations in April 1890 will foous on the
role of internaticnal ectmomio oocoperation in boosting growth and
development. The Community’s view of the direotion cooperation should take
is set out below.

1. One effect of the emergence of global markets 18 to promote world
econcmio growth and spread it more widely, thus reinforaing ocuntries’

in axd gtrengthening intersectoral linkages. Consequently
international ocoperation is needed to remove chatacles to market
effioiency, encourage mutually conslstent national policies, and aveid
conflioting trade, financal ard monmetary polioles. The goal of oooperation,
therefore, is to pramote the gpread of growth-led development.

3. Developing oounries have widely differing growth rates,
questiong not only about their damestic policies but also about the
internaticnal eoconomic environment.

3. In the Community’'s view, interpatiomal ecimomic oooperation ehould

eddress thesse questions. In addition, it should take acoount of oongtraints

on development, such as population growth and over-imiebtedness, as well as
ties provided by, for example, east/west détente ami

the opportuni
technological progress.

4. Bafeguarding the envirocmment is another priority; the oll arises of the
sgventieg gave us cur first glimpese of the redical changes that are now
needed in our production methods and oonsumption patterns. Both the
industrialized and the developing ocuntries are going to have to disaipline
themselves acocordingly, working &3 partners in the mansgement of thelr
camon hardtage.



1. AL demestio development strategies will vary fram oountry to
country, ghould all be geared to inareasing food salf-gufficienoy,

ummwmumstmm.mopeningupmmmytothe

2. A balance will need to be kept between the free market and the public
sector to ensure the efficient allocation of resources, the production of
collective goods, and the implementation of the economic and social
policies essential for development. At the same time, the best possible
use must be made of human resources.

3. stelopnent'oennotbesaddtohagemumunlessitoanhemmttm
10t of the worst-off has improved through a fairer distrihution o?
resouroces, and that everyone’s humen rights are respected. Sustained
develomemneedstobebwkedbymeortofpontimlmwhioh
democratio ingtitutions supply so well.

4. Devalopmentmmotbewdtobemtadmble\nﬂ.ess the envirorment is
Tegpected ard natural regources properly managed.

e rates. Developi.ngoommtr.teswulfuﬁ.ﬂmtanqpen. gtakle
international environment is more oonducive to trade and external
finanoing, provided, that is, they unlock their doors to foreign investment
and international trads.

2. However, the greateet incentive for developing oountries to open
themselves up axd start exporting is having guaranteed effective aocoess to
markets. Although the industrislized countries congtitute the largest




markets, thare is e lot of potential in South-South trade, egpeocially if
regional trading gystems are libersalized. ¥

The Uruguay Round provides a suitable fremework for the industrialized
oountries arxd the more advanoed davel mations %o negotiate trade
liveralization and the strengthening of the multilateral trads syatem.

.mmwwmmam‘a&wwmwezm; witgfg.e
daveloping woxld, especially very poorest ooun : olal
devalopnant assigtance nsads to be strengthensd axd made more effective.

Fluotuating ocmmodity prices and the ocets of diversification mean that
gpealfio action is od for. There is & nsed f0r new formg of industrial
axi seahnioal oooperation to kring economio operators from the publio and
private sectors together. .




UN 1990
INTERNATIONAL ECONOMIC COOPERATION

I. INTRODUCTION

1. In April 1990, the UNGA will devote a special session to
the revitalisation of economic growth and development,
particularly of the developing countries. This session will
focus on strengthening international economic cocoperation in
order to meet the challenges posed by the growing
diversification of economic performance among developing
countries and to explcit the opportunities opened up by the
improvement in international political relations.

2. The European Community has played a decisive role in
establishing a common understanding between most industrial
countries and the G 77. It can be satisfied with the agreed
purpose, focus and preparations of the Special Session.
Heving been such a major interlocutor, expectations are that
the EC will continue to play its constructive role. on both
political and economic qrounds, the EC should accept this
role and prepare for it accordingly.

3. It is the European Community's view that international
economic <cooperation, in an increasingly interdependent
world, must go beyond issues of ODA, external resources for
development and developing countries' market access.

The globalisation of markets and the world economy improves

economic efficiency and stimulates growth. It also calls,
in parsllel, for <concerted and mutually beneficial
management of growing interdependence. Accordingly,

international economic cooperation wmust promote further
cpening up and liberalisation and ensure coherence betuween

individual countries’ economic policies, on the one hand,
and between monetary, financial and trade matters - the main
channels of economic interdependence - on the other.

4. This first report, to be followed by another in January, is
structured as follows. Section 1I presents a broad, differentiated

evaluation of past economic growth and development in developing countries.

In the Light of this assessment, Section III sets out the broad aims
of future international economic cooperation.

Section IV addresses the major trends that act as constraints on,

or provide new opportunities for, developing country growth and
development. Section V attempts to provide operational orientations
for international economic cooperation.




II. SALIENT FEATURES OF PAST ECONOMIC _GROWTH _AND
DEVELOPMENT IN DEVELOPING COUNTRIES

5. pover recent decades, substantial progress has Dbeen
achieved in improving standards 6f life, human welfare and
strengthening democratic systems and institutions in
developing countries, taken as @a whole. But, for large
masses of people in a number of developing regions, living
conditions <continue to Dbe unacceptable, economically,
socially and politically.

6. At the global level, positive trends zre to be found:-

(i) Real average annual GDP growth averaged close tc 5.5%
during the period 1965-86;

eal average annual per capita GNP growth amounted to
% for the group as a whole and for the same period;
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(iii) Major health and nutritional achievements; education
and the development of human resources have also
recorded substantial progress;

(iv) The structure of developing country production has
been diversified.

Also in the political area, democracy has made real progress
in many areas of the world and increasing attention is being
paid to the protection of human rights.

7. These global trends are, houwever, misleading. They
conceal major differences between developing countries, as
well as between different socic-economic categories of their
populations: -

(i) Real average annual GDP growth amounted to only 3.5%
in Sub-Saharan Africa and large parts of Latin
America during the period 1965-86. During the

1980's, it was less than 1% and 1.5% per annum
respectively;

(ii) Real average annual per capita GNP has been
practically stagnant since 1965 in Sub-Saharan Africa
and 2 number of Latin American and Asian countries;
earlier gains being wipec out by a dismal economic
performance during the 1980's,;

(iiin In these same countries, pervasive poverty continues

to exist. Malnutrition, poor housing, ingdequate
access to basic health and education facilities,
insecure and badly paid jobs, the absence of

effective political rights, continue to be the.



conditions of 1life of wvery large proportions of
people in many low as well as middle income
countries,.

It should be added that such conditions still prevail
for certain categories of people in more successful
developing countries of Asia, for example, and that
industrial economies are still confronted with
exclusion of some social groups from the benefits of
growth.

Weak growth and development performance in a large number of
developing countries has been associsted, to wvarying
degrees, with several factors including,

On the LDC's side: -

(i)

(ii)

(iv)

(w2

(vi?

economic policies that have not been sufficiently
conducive to productivity, efficiency in resource
allocation, domestic resource wmobilisation and
outward orientation of their economy;

a continuing high degree of dependence on primary
commodities. For many developing countries, primary
commodity exports still acccunt fcr up to 8C% of
export carnings, sometimes even more;

insufficient emphasis on human resource development:

inadequate incorporation of competitive and efficient
technology into domestic production;

internal and Aregional political tensions and
instability; and;

rapid population growth and environmental
degradation;

On the Industrial Countries®' side, despite generally
supportive growth:-

(i

(113

(iii)

(iv)

an increase in protectionist tensions and threats of
unilateral measures;

very high real interest rates;

excessive exchange vrate wvolatility and resulting
misalignments;

insufficient aid, which is stagnant as a proportion
of GDP.




IXI1. BROAD AIMS OF FUTURE INTERNATIONAL ECONOMIC COOPERATION

9. International economic cooperation for development must
contribute to the lasting improvement of material conditions
of daily life, especially of the weaker and poorer. It must
also contribute to a wide participation in economic
activity, by both men and women: this will enable them to
share directly 1in economic growth and development and will
contribute to sustaining such growth and 1its equitable
distribution.

Putting Man at the centre of economic development, both as
actor and as the ultimate objective has political
implications as well. Economic freedom and confidence in a
country's economic future call for social and political
consensus and stability, security as well as and political
rights and freedoms. Democratic institutions have proved to
be most effective in providing individual economic
operators, domestic and foreign, with the security and
stable environment they need to invest and to initiate
economic change.

10. More specifically, international economic cooperation
should pursue the following, related aims:-

- firstly, the consolidation of a high and steady and
sustainable rate of growth of the world economy, while
paying due regard to the need for environmental protection;

- secondly, accelerated economic growth in the developing
regions or <countries trailing behind, including in Africa,
Asia and Latin America; and;

- thirdly, economic growth with development. Economic
growth must be paralleled by the eradication of ©poverty,
equity in economic and education opportunities, and 1in

sharing material well-being, and widespread participation 1in
economic activity and political decisicn-making.

iv. CONSTRAINTS TO, AND OPPORTUNITIES FOR, FUTURE
DEVELOPMENT
11, In pursuing these aims, international economic

cooperation must pay particular attention to trends that
have an adverse impact on the development prospects of
developing countries. The more important ones are:-

(i) the long-term, downward trend 1in real commodity
prices, combined with their short-term instability.
Developing countries heavily dependent on primary
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(iv)

12.

commodity production and exports find it difficult,
if not impossible, under these circumstances to
create the confidence necessary to mobilise resources
and stimulate growth and development;

the rapid increase in developing country population,
which has major implications for job creation, social
and physical infrastructure, international migration
and natural resources;

debt servicing problems and debt overhang <create a
vicious circle of economic retrogression in many,
highly indebted developing countries. Their present
growth and development performance, and future
potentisl, are severely affected.

environmental deterioration which is becoming a
threat to the future of all mankind. The
responsibility for the future protection of the
environment rests mainly with industrial countries,
but developing countries are also concerned. For the
sake of future generations economic growth can no
longer be pursued irrespective of its environmental
cost;

Nonetheless, opportunities do exist for accelerating

the process of economic growth and development, particularly
in developing countries;

(i3

reduced East-West political tensions and military
spending release economic resources critical to a
more balanced and improved economic performance 1in
major economies of the world;

far-reaching economic structural and political
reforms in centrally planned econcmies should improve
their economic performance and their ability to open
up their economies; and

technology available on international markets and
through cooperation enables developing countries to
rapidly raise domestic productivity and
competitiveness.




V.. _MAIN OPERATIONAL _ORIENTATIONS FOR INTERNATIONAL ECONOMIC
COOPERATION

13. The increasing differentiation between developing
countries’ eccnomic performance, on the one hand, and their
being part of a 1increasingly global world econcmy, on the

other, raise twc different 1issues. One pertains to the
eccnomic policies and development strategies of the
individual developing countries; the other relates to the
international economic environmen:z and how it affects

developing countries.

In pursuing the aims of steady economic growth and
sustainable development, international economic cooperation
nust address both these issues, taking into account

constraints and opportunities.

A. Developing countries’ growth and development strategies

14, These strategies must, first and foremost, encourage
the efficient exploitation of all their economic resources -
human, natural and physical - on a sustainable Dbasis.
Domestic food deficits,

continued high dependence on a few
primary commodities, the depletion of natural resources, a
low level of efficiency and productivity, are all
indications of the need for strengthening, or reformulating,
these strategies in many developing countries. ’

It belongs to each individual developing country to define,
in the 1light of their culture and history, thé model of
economic organisation and development which will be most
effective in combining the respective roles and capabilities
ocf the marketplace and public authority.

15. Well functioning domestic and international markets
generate flexibility and efficiency in resource allocation
and mobilisation of human and other economic resources.
Morebver, in an increasingly open world economy, access to
foreign technology and savings can support developing
countries’ efforts towards wider mcbilisation and
exploitation of their domestic resources and growth
potential. It is essential that the opportunities and
cheracteristics of markets be exploited to the fullest
possible extent in order to diversify the production and
export structures f developing countries, diminishing the
dependence on primary commadities. Competitive
diversification is needed to support a steady growth pattern
that rests hoth on rising domestic demand and successful
integration in worldwide specialisation patterns and trade.



16. Market liberalisation and outward orientation of
developing country economies are necessary to obtain steady
growth and development. This process can and should be
accelerated in a number of more advanced developing
countries of Asia and Latin America, in particular. The
speed at which other developing ccuntries can liberalise
domestic markets and raise the degree of outward orientation
will reflect their differentiated capacity to deal with the
economic and social consequences of more market-led growth.
In order to accelerate and sustain this process of economic
reform, the public authority of these developing countries
faces the specific task of creating a stable and predictable

policy envirorment for domestic and foreign economic
operators and of maintaining a widely-shared social and
political consensus. This consensus can be achieved via

steady economic and social progress, including through a
sufficient degree of equity, satisfaction of basic human
needs and accessible and affordable social services. The
reform efforts of these developing countries must also be
supported by the international community, in order to ensure
their sustained character and accelerate the integration of
developing countries in the world economy.

17. In parallel, developing countries should promote
‘regional integration efforts as a step towards greater
integration in the world ecnonmy and increasingly

participate in multilateral trade negotiations where they
are able to negotiate secure and effective access to foreign
markets as a complement to their own progressive. but
irreversible, external liberalisation.

The assurance of secure and effective wmarket access to
industrial, as well as developing, country markets
constitutes, in the final analysis, a powerful lever towards
open, modern and diversified economies integrated in the
world economy and sharing in its wellbeing.

B...The International Economic Environment

18. International economic cooperation must contribute to a
vigorous and open international economy. It must also be
robust: the stability and predictabiiity of major economic
variables (interest rates, exchange rates, macroeconomic
policies...), sectoral policies, trade regimes, are

indispensable to creating and maintaining confidence.

19, Industrialised countries, in particular, must continue
to improve the functioning of markets and the efficiency of
their public sectors for sustaining recent strong growth
rates and further reduce unemployment. They must press
forward on a broad front with reform to enhance the
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efficiency, flexibility and dynamism of ‘their economies,
including in international trade, agriculture, competition
and industrial subsidy policy, international direct
investment, financial markets and their public sectors.

Cooperation and surveillance among industrial countries must
also be further developed. Together, the major industrial
countries should deal in a consistent manner with the risks
attached to the world economy and due, in particular, to the
resurgence of inflation, high real interest rates, too low
savings and unsustainatle external imbalarnces. They should
"also deal 1in a concerted manner with internaticnal monetary
issues, including the pursuit of an orderly, growth-
eriented, international adjustment process. This is crucial
to maintaining appropriate and stable exchange rate
relationships, and to keeping domestic markets open to
international trade and investment.

20. The Uruguay Round of wmultilateral trade negotiations
offers a unique opportunity for an irreversible, balanced
liberalisation of world trade and for a strengthening of the
GATT system and rules. ‘

The. UR could provide, thereby, a formidable impulse to
economic operators’ confidence and their preparedness to
take ' on the <costly and long-term task of industrial

restructuring and modernisation, of developing countries 1in
particular.

To these ends, industrial countrie must persevere wit
their internal economic reform efforts and continue their
moves towards regional integration, e.g. the Single Market
objective of the European Community, which provide an
additional impulse to growth and trade liberalisation. They
must also encourage and facilitate more effective
participation of developing countries in trade negotiations
and mutually beneficial trade liberalisation processes, by
addressing those issues that are of vital incerest to
developing countries.

1. " Finally, industrial countries must actively explore the
means of providing more direct support to -.developing
countries’ reform, diversification and libergliisation. .

efforts, the financial requirements of which’ are substantial
arnd extended over time. This calls for:

(i) facilitating investment overseas, and industrial and
technclogical cooperation with developing countries by
their nationals;

(ii) increasing ODA, which currently stands at only 0.35%
of GNP for the group of OECD ccuntries, to meet the
agreed ODA target of 0.7% of GNP,
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The quality and coordination of aid should also
continue to be emphasised, as well as its flexible
adaptation to the changing needs of the poorer
developing countries and with a view to achieving
sustainable development;

(iii) the resources and types of operations of the
international financial organisations, IMF and World
Bank, should be kept under continual review, so that
they can most effectively play their crucial catalytic
role in helping developing countries wmobilise both
domestic and foreign resources for growth, investment
and development.

This role 1is especially important at a time when
confidence in many developing countries' economic, and
political prospects, are low.

22. Growth and development are not sustainable when the
environment is allowed to deteriorate and natural resources
to be depleted. Environmental deterioration (ozone layer,
the "greenhouse"effect, destruction of tropical fcorests) is
now becoming a threat to the future of all mankind. Both
industrial and developing countries must take into account
explicitly the environmental impact of all their economic
activities and policies. Industrial countries need to adapt
current production and consumption patterns; developing
countries need to choose growth and development strategies
that incorporate the environmental dimension and
implications.

International cooperation must, through dialoque and
negotiation, lead to common efforts and a high degree of
solidarity in finding and implementing common soluticns.

Therzfore, it seems appropriate to promote an active
dialogue 1in a multilateral framework - drawing, in
particular, the recommendations of the Brundtland Report -
for the adoption of an international strateqy and the
adaptation of the existing bilatersl cooperation instruments
in order to effectively tackle this threat to the future of

all mankind. The European Community should play an active
role at all levels - multilateral, regional and bilateral -
and, in particular, launch a diversified 1interregional

strategy in favour of environmentally sound development with
its major partner countries and regions in the Third UWorld.

23. Prospects for primary commodities are very worrying.
Yet, a large number of developing countries are crucially
depvendent on these. The international community must

ccoperate more effectively to address hoth the problem of
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short term price instability - including commodity
agreements and commodity study groups - and the need for
transforming and improving commodity production structures,
research into their alternative uses, and
horizontal/vertical diversification. All these mechanisms
require additional financial resources and appropriate
policies; the Community is ready to play its role.

24, The burdeéen of external debt has become crushing in a
large number of developing countries and acts as a major
deterrent for resource mobilisation and new investment as
long as -its servicing entails so sizeable a net transfer of

resources abroad. Reversing these net transfers becomes a
priority for -international cooperation. It wmust rest on
sound policies in, and encouraging long-term economic

prospects for, highly indebted developing countries and be
achieved through new credits and other financial flows, as
well as debt, and debt service, reduction. Industrial
countries, in particular, have an important, if not
determining role to play in encouraging such a reduction.
They paved the way for it at the Toronto Economic Summit in
June 1988 for some highly indebted develcping countries and
should urgently facilitate and encourage debt, and debt
service, reduction to the others, as <called for with
increasing insistence by some major industrial countries.





