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|. Introduction 4.  The recommendations of the report are designed not
only to strengthen and evolve the development capacity of the

1.  Following the two-day high-level dialogue of theUnited Nations system in response to the changing global

General Assembly on the social and economic impact gpvironment but also to identify the issues around which
globalization and interdependence and their polidyrther intergovernmental deliberations in the United Nations

implications, held on 17 and 18 September 1998, t¥ globalization and its impact could be structured.

Assembly, by its resolution 53/169 on the role of the United
Nations in promoting development in the context of . .
globalization gnd interdgependenge, decided to include in ttlé _Cha”enges of globallzatlon and

agenda of its fifty-fourth session an item entitled Interdependence

“Globalization and interdependence”. The present report is

submitted in response to the request by the General Assembly Identifying the nature and contents of globalization, in
contained in that resolution. The report has been preparedirticular from the development perspective, is imperative
collaboration with the United Nations Conference on Trader developing effective policy responses to its challenges.
and Development (UNCTAD) and in consultation with théhere are different ways of looking at globalization. Some of
relevant organizations, in particular the World Bank, ththem emphasize the increased mobility of factors of
International Labour Organization (ILO), the Food ang@roduction,goods and services across borders and the
Agriculture Organization of the United Nations (FAO), theesultant emergence of a truly global market, others see
United Nations Industrial Development Organizatioprimarily the results — and future potential — of an explosive
(UNIDO), the United Nations Development Programmerogress in information technology, while still others view
(UNDP), the Eonomic and Social Commission for Asia andylobalization primarily from societal and cultural
the Pacific (ESCAP), the Economic Commission for Latiperspectives.

America and the Caribbean (ECLAC), the Economic anéi While all these reflect certain aspects of globalization,

Social Commission for Western Asia (ESCWA), thGf‘rom the development perspective the quantum change
Economic Commission for Africa (ECA) and other, P bersp d 9

L . . brought about by it is not internationalization ofgaiuction
organizations of the United Nations system. g Y oo .
per se nor the telecommunications revolution, nor the

2.  Globalization is a subject that has been on the agensiaergence of “uncivil” society etc. It is the impact and
of the United Nations system and its component organizatioggmulative implications of all these processes on policy
for a considerable period of time, both from analytical as wethaking and policy implementation, both at the national and
as normative and operational perspectives. The present repmgrnational levels that present the two principal challenges
is not meant to be an analysis of the nature, dynamics of globalization as far as United Nations development
manifestations of globalizatioper s¢ nor a description of activities are concerned. As the forces of globalization affect
current work of individual organizations of the system imll aspects of people’s lives, the policy responses to
relevant areas. Rather, the report seeks to clarify the waysgiobalization must be both comprehensive and coherent.
which the complex phenomenon of globalization affect§ational and international policies affecting trade, finance,
development and the implications of this interaction for theocial and environmental aspects must be formulated keeping
development role of the United Nations. in view the interrelatedness of these issues and the cumulative

3. While the principal focus of the report is on the cordmPact of globalization. The challenge of bringing
issues of finance and trade raised in Assembly resolutiGRherence to policy-making is thus among the first and
53/169, it seeks also to identify ramifications of globalizatiofPT€mOost challenges posed by globalizationGiven its
processes in other areas and to explore ways of enhancing{fiversality, democratic character and broad mandate, the
coherence of the United Nations system’s response to thé&dted Nations has a clear comparative advantage in
interrelated challenges. The document aims to identify aRjomoting such coherence both at the national and
further enhance the role of the United Nations system [térnational levels.
designing and implementing a response, both at national end Moreover, while the United Nations is an organization
international levels, to the challenges posed by globalizatiast.sovereign Member States, the Organization by necessity
The analysis at the global level is supplemented by a revidinds itself more and more often in a role of promoting,
of country-level trends based on responses to a quastire formulating and implementing policy responses that must go
from a number of resident coordinators. beyond national actions to be effective. Indeed, globalization
tends to erode one of the principal marks of national authority,
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namely complete and exclusive control of the national 11. Without such concerted action, and without a
currency and associated financial markets. Globally strengthened institutional capacity to manage globalization,
circulating monies have greatly complicated national thereis a risk that the world will withess a backlash against
management of money supply, exchange rates and interest it. Globalization without effective and rdtilastralism

levels. On the whole, the power of global financial capital is is bound to lead to crisis because markets are neither
such that Governments have felt constrained to respond to the  inherently stable nor equitable. Where effective multilaterally
markets with sometimes severely restrictive policies often agreed systems exist, such as in trade, when crises occur they
with painful consequences for the vulnerable segments ofthe are smaller, more localized, more manageable. There is a
population. Also, credit-rating agencies which assess the needto create similarly effective and robust multilateralism
creditworthiness of many countries can exercise a significant in the spheres of finance, environment and social
influence on macroeconomic policies. National economic development. The United Nations can play a major role in
policies must therefore respond to world markets and the defining the framework for a stronger system of multilateral
power of such market forces is so great that only coordinated cooperation.

and comprehensive responses can have the desired impact on

market behaviour.

8.  All States are increasingly vulnerable to erosion of théilrl' POIICy coherence

ability to act effectively and with authority. Many .

transnational processes impinge on national sovereignt\ﬁ‘- Trade and finance

Besides trade and finance and other macroeconomic policies,

one may think about global environmental degradation, td&. Inrecent years, many developinguntries have based
increasingly massive refugee and migrant flows, and subgeir development strategies on increasing integration into the
epidemics as acquired immunodeficiency syndrome (A|D$|_Oba| financial and trading systems through liberalization of
These issues are varied, but they have in common that ndh@ir economies. This has involved opening domestic markets
of them can be solved by means of solely domestic policie§.foreign producers, the development of more open domestic
Individually, nation States can do little more than control thénancial markets, and the reduction of the role of government
symptoms. Getting at the cause demands coordinai8dhe provision of goods and services and the allocation of
international action. Globalization thus has promotelinancial resources. The result has been an increase in the
increased multilateralism in some areas, for example $hare of external trade in national income, an increase in
responding to financial crises, but much less in others. Arflows of foreign capital, and the international diversification
even many of the multilateral responses have been ad hoc @hthe portfolios of domestic wealth owners.

time limited. 13. Although policy changes have generated some

9. The globalization of production by transnationa@conomic growth in recent years, the increase in global
corporations, the globalization of international financénterdependence resulting from these trends poses problems
globalization of information, large-scale movements of peopfegarding the coherence, complementarity and coordination
and greatly increased cultural flows have not been matchef@lobal economic policy making. These problems comprise
by a corresponding reshaping of institutions and regulatdifyose arising from interactions between different country
mechanisms. The crisis the world faces is the outcome of thelicies as well as from the differing mandates and
fact that our institutional arrangements for economiglrisdictions of international institutions. For example, the
governance have fallen way behind thelitées of the growth ability of developing countries to achieve their growth

and interdependence that we call globalizatiGFhis ~potential, to close the gap in per capita incomes with the
institutional or governance deficit is the second great developed world and to maintain macroeconomic stability is

challenge of globalization. significantly determined by macroeconomic policies pursued

. . : . by the major industrial countries. Similarly, the scale and
10. Increasingly, effective public action to manage th Y J Y

: . sStability of flows of foreign direct investment and other forms
economy needs to be coordinated among States and, as in the ' . . .
of éxternal financing, such as bank lending and portfolio
case of trade, an open and rule-based system, overseen or . : :
. : - Investment, dependhter alia, on the prospects for economic
implemented by such bodies as the World Trade Organization,. . . . o )
: - activity and international trade, and on conditions in currency
(WTO). Such concerted action does not necessarily weaken ) .
. g markets and the markets for other financial assets. Yet, efforts
States; rather it can strengthen them by stabilizing the. : .
. . - {0 improve coherence, complementarity and coordination of
external economic environment and thus giving them greater,. . . : :
. policies in these diverse but interrelated areas, not only
scope to pursue national goals.
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among different countries but often among different ministries  areas, such as improved transparency, strengthened financial
and agencies of a country, remain sporadic and frequently regulation, financial facilities better designed to support
ineffectual. Moreover, these efforts must also rely on a set of countries experiencing large capital outflows and currency
international institutions, the compartmentalization of whose collapses, and reduction of naaald hproblems in
mandates and jurisdictions is not well designed for proper international lending and investment. But there have as yet
consideration of key connections between different issues and  been only very limited efforts to address problems due to the
policy responses in different areas. operation of international financial markets and to the

14. Increased interdependence of developed and develodm rnatlonal_ transmission processes fpr macroeconomic
countries has made trade and finance two key areas in whit .|able.s Wh_'Ch are capf';lble OT c_ontrlbutlng o the outbreak
the introduction of coherent and complementary policies cz?rtu inancial crises and of intensifying them when they occur.

help achieve the maximum benefits of global growth and 18. Financial crises in developing countries are not always
development. In these areas it is possible to identify policy homegrown. Indeed, recent crises have typically been
objectives that serve the interests of both developed and connected to major shifts in macroeconomic indicator external
developing countries. For example, it has long been to the countries where the crises first manifest themselves.
recognized that stable exchange rates and the steady Yetthe scope and modalities of International Monetary Fund
expansion of income and employment are preconditions for  (IMF) surveillance do not include waysoofdiegpto and

the maintenance and development of a more open system of dealing with unidirectional impulses associated with changes
international trade. in the monetary and exchange-rate policies of the leading

15. Steady, sustained growth in world trade is essential gyganisation fgr EconoI;rlnc ?oope_ratlon and D.e\f/IeIopment
allowing countries facing external payments difficulties t&OECD)_COU?t”eS capabie o exergng agtrlong influence on
undertake positive adjustment in the context of domestfdternational competitiveness and capital movements. At

economic expansion and growth in incomes, rather thRpesent the process of peer review under IMF surveillance

contraction. However, the increasingly disruptive systemlfimkS mechanisms providing countries subject to such

breakdowns in the operation of international financial marke't@pleseS with any form of redress.

associated with financial liberalization and deregulation are 19. The link between external financial policies and
generating destabilizing influences on the global trading international trade is recognized in various articles of the
system not only by producing instability of exchange rates and General Agreement on Tariffs and Trade (GATT) and the
increasingly frequent drastic shifts in international General Agreement for Trade in Services (GATS). For
competitiveness but also by promoting deflationary forces example, there is provision in both Agreements for trade
whereby adjustments to crises take the form of economic actions as a response to balance-of-payments problems, and
contraction and import cuts rather than of export expansion. the relevant articles specify procedures for evaluating the
Such adjustment was a particularly notable feature of the justification of such actions and the IMF role in this process.
response in East Asia to the financial crisis beginning in However, the Agreements do not provide ways to deal with
1997. adverse mutual interactions between trading and financial

16. Fluctuations in economic activity linked to thesgrqblems. For examP'e' m.isallignments of exchange rates,
recurring financial crises not only adversely affect Iongelwh'ch may result fr'om |n.stablllty|n currency markets, can ,be

term prospects in developing countries (through their impa%tso,urce of tensmps In tradmg relanons. Indeed, during

on such variables as investment) but can also have a Se\)'gjgnvely short periods countries’ real effective exchange

impact on immediate living standards in countries whef&1es frequently vary by amountsl Wh'ch are large In
much of the population is not far from the margin 0laercentage terms in comparison with their average tariff
é/els, and the resulting changes, even away froniligiwum

subsistence. Moreover, many developing countries a\? s for thei h : it 1 "
particularly vulnerable to unfavourable changes in extern Vels for their exchange rates, may persist for some time.
Thus, the economic impact of movements in exchange rates

economic onditions owing to the small size of their . ) ;
economies, their specialization in a limited number of expo? n substantially exceed that of multilaterally agreed tariff
anges. Yet WTO Agreements contain no provision for

products (usually primary commodities), and geographic‘é he di . & f h
constraints and lack of good access to the physical faciIitiE%Sp?nSes to the distortionary effects of exchange-rate
required for international trade. misalignments.

17. Policies for the prevention and the better management
of financial crises have so far concentrated on particular
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B. Economic, social and environmental to distort resource allocations and constrain the capacity of
policies poor countries to generate the resources for poverty reduction
and social protection. Similarly, the lack of access to

20. While interactions between the areas of trade, finan€8vironmentally sound technologies makes it difficult for
and macroeconomics have tisgnally been at the centre of developing countries to reduce environmental degradation.
consideration of coherence, complementarity arfgP!licy coherence thus needs to be seen across a broader
coordination in global policy-making, various other issues af@nvas of trade, finance, social and environmental
assuming growing importance in this regard as well dgWPeratives.

broader and deeper economic integration extends the range
of subjects which frameworks of rules for international C
economic relations are forced to confront. These include the

interactions between policies in the area of macroeconomics

and finance vis-a-vis policies towards such social objectivgg While trade and finance are .the two.prlnm_pal areas
as employment creation and poverty eradication, policidd1ere the phenomenon of globalization manifests |tselfmpst
regarding debt reduction and concessional flows vis-a-Jgofoundly, there are other areas as We” that are be_:mg
trade (including under the latter the question of the extent'ir(?_nSformed by ongoing globalization. Wider dissemination
which protectionism in industrial countries increases t ideas, culture and lifestyles may lead to loss of cultural

likelihood of or exacerbates the debt problems ofdevelopiﬁitjvers'ty',other |mp0r.tant features of a globalized world
countries); and policies for trade liberalization vis-a-vis thgconomy include such interrelated phenomena as, to name a

financial support required for their successfuleW: new patterns of labour migration, new challenges and

implementation. In such areas, improved coherenc%r,’|00rtuni,ti,eS for health, and on th? r?egative. §i.de, new
complementarity and coordination in global policy-makin&ppor,tun't'es. for the growth of cnmmal activities by
require recognition of the relevant nexuses, and in some Cagéganlzgd crime, such as the trade in drugs and money-
reformed institutional arrangements facilitating thidaundering.

recognition and the policy actions which it indicates ag4. Perhaps the most important catalyst or lubricant for
necessary. bringing about increasing globalization is the spread of

21. Steps to improve coherence, complementarity aHH‘ormgtion teghnolqu. This is particularly clear in thg
coordination should reflect broadly based consensus. Fgerations of financial markets, where the speed, quality,
example, cross-conditionality should be avoided between thgfformance and reliability of information technology have
terms on which financing is available from internationa?ecome critical to market sgccess_. Butitis alsoa}mqjorfactor
financial institutions and the rules of regimes which are t{8 Most of the other manifestations of globalization. The
purview of other institutions or agreements (concerning, fdfPortance of information technology was underscored by the
example, the liberalization of international trade oFconomicand Social Council, which adopted this same topic
investment). The obligations of developing countries shouftf the theme for the high-level segment of its substantive
not exceed those undertaken in WTO. Cross-conditional@§Ssion of 2000.

can not only be perceived as an interference with natior@gd. Full and effective participation in the emerging global
sovereignty but can also lead to policy prescriptions that maformation network is crucial for a country to benefit from
not necessarily meet the needs of a specific situation. Thg$obalization and to avoid being marginalized. At present,
if based on consensus, arrangements enabling improwadst developing countries are lagging far behind in this
coherence, complementarity and coordination in globedspect. With the current explosive pace of information
policy-making can avoid unnecessary divisiveness amechnology development this gap is widening rapidly. While
conflict, while promoting fruitful forms of international several developing countries do have high potential in
economic cooperation. relevant human capital, in particular in software development

22.  Following the experience of the 1980s, it is now wideI@nd/or i.n existing manuf_acturing fgcilities, for the majority
recognized that the costs of structural reforms and adjustmgl‘?{neStIC efforts alone will not suffice.

policies should not be borne by the poor; on the contrary, tR€. Investing in information technology infrastructure
need to protect social expenditures in times of budgetary csisould be a priority for any country attempting to integrate
is now generally accepted. What is not equally wekore closelyinto the international industrial and commercial
understood is the extent to which policies in industriaietworks. In this regard, the United Nations could assist
countries relating to, for example, agricultural subsidies, tei@bvernments by identifying cheaper and easier-to-use forms

. Other ramifications of globalization
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of information technology. In a world of low-cost information even ufisk workers moving, sometimes illegally, to
and communication capabilities, countries stand to gain by neighbouimgries with economies growing more rapidly
concentrating on the opportunities that information and thereby offering higher wages for relatively low skills.

Fechnolqu provides._ The seleqive application of NeY1. In principle, the flow of labour between countries
information technologies can facilitate access to a rangesc;fould be economically beneficial for abentries. However,

technological developments that developing countries C8Mile the unrestricted movement of goods and capital is

utilize. accepted almost without qualification, the movement of

27. Still it should be noted that the overwhelming bulk of labour tends to raisetisenpolitical and sociological

new technology is proprietary, embodied in products and issues. Still, it should be recognized that migration could

processes developed by private corporate enterprise inthe never be eliminated or even fully controlled. In fact, with

developed countries. The costs of acquiring suchtetogy rising globalization migratory pressures will most likely

are considerable. Moreover, because of the restrictive nature increase. The challenge is to deal with it in the broader
of the protocols that governs the use of technology evenits context of a coherent response to globalization in a
acquisition can mean that it remains limited to a particular use  developmental perspective.

and is not widely diffused in the rest of the economy. 32. While the enormous developments in the field of

28. Investing in and acquiring new technologies, no matter information technology have played and continue to play a
how imperative for integration in the world economy, can only  major role in the globalization of markets and the opening of
succeed if a country has the requisite human resources base. borders, those globalization forces themselves have
Thus, the conditions in which the development, innovation acexbated the already existent pernicious phenomena and

and wider application of technology in developing countries interrelated problems of organized crime, drug abuse, money-
are facilitated ultimately depend upon human resource laundering and corruption. Clearly, globalization has
development. This is more than just a matter of filling in  provided the environment for a growing internationalization
specific skill shortages. It is rather of upgrading human of criminal activities.

resources across the entire spectrum of skills in the econorgy.

It is mportant(ﬁf hote tha.t In (;:ross_-count(;y pkrchJolluctllvlw undering and globalization: globalization has opened new
comparisons, differences in e uggtlon and skill 1evels g portunities for the laundering of illicit proceeds; at the

workforces have been cited as significant explanations of tg me time, money-laundering impacts on the development of
observed productivity differentials. Countries with low Ievel§ree and competitive markets. It provides such channels as

of Iltiracyg.nd cleW Ievels:f sa?mdary SCh_OOI_ enrolmen.t ar€absence of currency controls at borders; increased and instant
f’ﬂ?] ughe 'Za va_lntage. major ﬁ?nslira'ﬂt 'E maoyntries cagital flows at the international level, making it difficult to
Is that the education system itself lacks the human resourges, suspicious transactions; dollarization of economies,

to prowde education to a significant percentagg of t ﬁereby facilitating the circulation of dirty cash; and a
population. Large resources have to be found and directe %Itiplication of the development of offshore financial
overcome the deficiencies in human resource developm@gtrvices to attract foreign investments

that globalization has brought to light.

There is a perverse interdependency between money-

lobalization h de th dforh 34. Money-laundering also undermines international efforts
29.  Globalization has made the need for human resourgg;, s free and competitive markets and therefore towards

de"e',opme“‘ W',th'n_ CO‘,’””'GS ever more imperative as tI%‘accessful trade liberalization because it distorts the
benefits of participating in global markets can accrue Only1‘unctioning of markets: money-laundering transactions can
Fhe CF’“””Y hag a well educated labour force that can ad"i‘r%rease the demand for cash, create volatility of exchange
its skills quickly in response to the changing demands of tl?stes and generate unfair competition; it damages the
global market place. credibility and therefore the stability of financial markets.

30. Atthe same time, globalization has further accentuat

the uneven devglopr_nent across and between countries Wmﬁ@it drugs and traffic in women and children over the last
has generated significant pressure for the movement of lab lcade or so which has createtiuge industry leaving no
gcrossfgorders thereby, tz a clertaln extgnt, adcfiressllngé ﬁntryimmune to their economic, social, health and criminal
Issue of human resources development. Some of it takes mgnifestations. The illegal proceeds of illicit drug sales has

form of the classic “brain drain” with relatively skilled created a large netherworld economy, running intthedreds

Wo_rke.r.s migrating tp developed economies. More rgcentyf billions of dollars, which threatens not only the fitgtions
a significant proportion has taken the form of low-skilled or

Money-laundering is closely tied to the proliferation of
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of the state and civil society in many countries but the gitgb asymmetry and inequity. Globalization will be difficult to
of the world economy. sustain and its potential will not be realized as long as vast
segments of humanity remain excluded from its benefits.
. . Under present conditions for a significant number of
IV. Promotlng global understandlng developing countries, particularly for the least developed and
African countries, the costs of globalization have so far
36. The effects of the intensification of the global flows oputweighed its benefits. Countries most in need of trade,
capital, goods, ideas and people are a major focus of natioiestment and growth generated by globalization are mostly
and international development policy dialogue. Bothypassed by capital flows and their share in world trade
developing and developed countries are seeking waysc@ntinues to decline. Small and isolated economies, such as
capture the benefits of increased integration and makee island countries, economies with relatively narrow
openness work while looking to minimize the risks for theiproduction possittities, such as many of the economies in
economies and for their peoples. transition, or economies with limited human resource

37.  The high-level dialogue of Septemtig98 led to an development capacity, such as the least developed countries,

. i remain severely constrained in their ability to derive the
encouraging convergence of perceptions on a number of " X o

) : benefits of a globalized world economy. Globalization has,
issues concerning the nature of the phenomenon (sgé " . :
A/53/529): Ifanything, brought their structural weaknesses into sharper

relief.
(a) First, globalization is an irreversible process, n

an option. It is a positive force, but it is also blind an
therefore needs to be carefully harnessed;

%tg. It is now widely recognized that market-driven
globalization by itself will ensure neither fairness nor social
progress. In fact, it has been accompanied in recent years by
(b) Second, national efforts to meet the challenges icreased inequality within and among countries, and the
globalization, in particular institution-building, are@cessary number of people living in poverty has continued to increase.
but not sufficient. Action on a global scale, involvingThe asymmetric distribution of benefits and risks arising from
multilateral institutions as well as the world’s leadingylobalization warrants a global “social contract” between
economies, is imperative; developing and developed countries, based on genuine
(c) Third, there is a need to move beyond the stat@®lidarity and shared responsibility and with the active
quo, in particular by the review and reform of the currerlfvolvement of non-State stakeholders with a view to creating
architecture of the international financial system with a vief rule-based international system where all countries could

to enhancing its transparency, accountability and participatd@fe full advantage of the process and where the stronger
character: countries recognize and respect the constraints of the weaker

(d) Fourth, globalization is a multifaceted procesgneS
involving many actors. In order to address effectively tn@0. Globalization demands greater responsibilities from alll
issues of inclusiveness and participation, it is necessary@untries. For developing countries, integration into a
promote a global civil ethic to shape the rules that will ensu@obalized and highly competitive world economy entails

that globalization benefits all, including those who ar8any new challenges: creating and sustaining a sound
currently marginalized; macroeconomic framework and an appropriately open,

favourable and stable environment for trade and investment

(e) Fifth, the Unlte_d Nat|ons., owing to its unlversa}ll%ows, building economic and social infrastructures and
and broad mandate, provides a unique platform for OIE}f'n”i]@stitutions, creating social safety nets, and undertaking

the prmqplgs and norms nec_essary to harnes; the _pOtené@étained efforts to enhance the efficiency and flexibility of
of globalization and for promoting a comprehensive dialogyf.ir economies through continuous human resource
on (globalization around such concepts as

‘ HQIOb?ilevelopment as well as more effective, participatory and
housekeeping”.

accountable governance.

38. While there is general recognition of the immens&l- While most developing countries recognize their

positive potential of globalization for advancing théfimary responsibility to undertake these tasks, few can
development agenda, considerable attention has been giggﬁompllsh them successfully without |n.ternat|onal assistance
in the international debate to the marginalization of countri@d & more favourable external environment. Developed

and groups of people within countries and to the issues guntries have traditionally recognized the need to provide
such assistance and help create a supportive global
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environment. But they have a greater responsibilityto do so the development dialogue firmly on the foundation of
in the era of globalization, not only for reasons of solidarity mutuality of interests and the recognition of the imperative
but because it is in their interest to help establish stable of equity and cooperative approaches to problems.

conditions without which globalization cannot be sustalnegsl In order to develop an effective and comprehensive

Moreover, ,Wh'le globalization is d”Ye” by markets an esponse to the challenges of globalization, Member States
technology, it has tended to extend the influence ofdevelop‘]ﬁged to reach an understanding and agreement on such

countries in the world economy, as most corporations a

ital f h h 4 vehicl  alobalizat portant issues as what are the new factors that shape the
capital flows that are the agents and vehicles of globalizatigfl, 51 environment in which the United Nations now

bek?]ng o them. Nlc_)t .onlyr: do th%'r mac_rqecgnﬂomm, trade a Eerates, what new tasks are confronting the United Nations
exchange-rate policies have a determining iniluence on wot what new modalities can be devised to tackle them, which

economic growth but theY also set the rules,.sta}ndards 4P4ditional goals of the United Nations are becoming more
norms for corporate behaviour and for the functioning of theg-

p ial K G il is | ficult to achieve in the new environment created by
'hancial mar ets. Greater influence entails Increasegclliobalization and interdependence, which policy tools are no
responsibility.

longer working and why, what are the innovative ways to

42. Inagloballyintegrated market place, both developing respond to the old and the new challenges, and how the set
and developed countries need to accept greater resplitysib of development actors and partners is evolving. It is also
transparency and accountability in policy-making. importantto identify those aspects of the hugely multifaceted
Globalization of the economy implies globalization of phenomenon of globalization that most directly and vitally
responsibility and response capacity. But Governments alone impact on development policies @igsactiv

or even together. cannot deliver without the cooperation 6. such questions will need to be addressed as an integral
Suzh I:]ey a_cFlors n the glr:)bal economy as the pdnvate SECHHrt of the effort to enhance the capacity of the United Nations
.Ian the civi §00|etyaT c p_rlvatﬁ secto(; needs to ta ©t8 identify and promote the key elements of a better global
odnger-teLm View an f?jgnr?le t ekrjee to re.sp.ect ar'?,mderstanding, bring all stakeholders into the developed
advance the common good while seeking to maximize pro H‘ralogue and promote arfseaching consensus on the actions

The civil society can help in defining the valygs and ,St‘i‘”d?rﬂﬁd policies to be pursued at the national, regional and global
and play a watchdog role. Good global citizenship 'mp“qﬁvels

that each of the players and stakeholders recognizes and
undertakes its responsibility. This is the essence of a better

global understanding. V. Role of the United Nations

43. Acentral aspect of this understanding should be a set

of shared goals and a common vision of broad-based growth. The United Nations is uniquely suited to assume
and development benefiting albantries and peoples. Major normative leadership for “globalization with a human face”.
joint efforts by all members of the international communityt can do so by promoting a broader vision of human
are needed to devise norms for “globalization with a humatevelopment. As a first step in this direction, it needs to help
face” which is supportive of human development andevise an effective response to the twin challenges of
advances human welfare. Common responses have to be lyldbalization: the need for greater policy coherence and
on the broader aspirations of our global society. It is the rolastitutional capacity-building at the national, regional and
of the United Nations to assume normative leadership for suglobal levels.

globalization. 48. This implies that the development work of the United

44. Recent years have dught positive changes in theNations, both at the analytical and normative level, and its
dynamics and tenor of the development dialogue. A consensyserational activities need to be more sharply focused on
has been built around a set of development goals at majneeting those challenges than is currently the case. It also
United Nations conferences of the 1990s. Thecaissful implies that the United Nations will need to work very closely
adoption of the Agenda for Development, the serious amyith key partners — the Bretton Woods fitstions and other
constructive approach pursued in the preparations for tbeyanizations of the system, Governments of both developed
high-level event on financing for development, the growingnd developing countries, the corporate and financial sectors
strategic partnership between the United Nations and thed civil society institutions at large — to build theeessary
Bretton Woods institutions, and the broad acceptance bynsensus around the need for change in policies and
Member States of the need to engage the private sector amstitutions.

civil society have created favourable conditions for placing
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L (A/50/480 and A/52/425) could be used as a frame of
A. Rules of the game and institutional reference for structuring the dialogue for the next three or four
capacity-building rounds. Similarly, key events, such as financing for
development, UNCTAD X and the five-year reviews of global
49. As noted above, the potential benefits of globalizatiaronferences, if approached as a series of interrelated forums
are vast, yet many developing countries are and will remaiather than separate events, should serve to advance the
ill positioned to partake in these benefits unless a concertederall agenda of strengthening the capacity for economic
effort is made by the international community to facilitatgovernance. The Assembly could also encourage the
their integration into the world economy. Trade and finandeéconomic and Social Council to discuss the possibility of
are the two most prominent channels through which suelstablishing a task force on this topic, with developing and
integration occurs. But with an increasingly knowledge basd@utustrialized countries and civil society representation. Such
world economy, technological know-how, in particulaa task force could focus on the ways and means of promoting
information technology and its concomitant human skills, igolicy coherence and related institutional changes and report
essential. With goods and services and capital movingthe Council, IMF, the World Bank and WTO.

increasingly frictionless and unencumbered, movementsﬁ. Given its system-wide coordination functions, the

people between countries will become more and moE?fonomic and Social Council can make an important

difficult to regulate and trgnsnational crimes, as mgnifest% ntribution to enhancing policy coherence. To this end, the
thro”Qh money-laundering, more and more difficult @ ouncil could be encouraged to deepen itsatjale with the
contain. Bretton Woods institutions and WTO. It could encourage the
50. The well-worn phrase “no nation State can go it alon&Jnited Nations system to develop integrated policy responses
has to move from slogan to practical action. Practical acti@nd a set of mutually reinforcing actions to address
means foremost agreeing on the “rules of the game” agtbbalization, based on the outcomes of the major United
building institutional oversight capacity, be it in tradeNations conferences. The Council should build on the
finance, technology transfer, migration or transnational crimezomentum created by its efforts to promote a coordinated
fighting, to stay with the issues raised in the present repostystem-wide response to these conferences.

T_he Un.|ted Natlong is the pre-eminent body to launch t .. With regard to trade, notwithstanding that its regulatory
d'SCUS.S'OnS on seiting those ruleg, norms and standards Qgﬁlects fall under the umbrella of WTO, the United Nations
to build consensus around the institutional arrangemenfsy iy particular UNCTAD should continue to focus attention

neede_d fpr aPp'y'”g them. It doe_s hot fOIIOV_V that th%n issues of concern from a development policy perspective.
Orgamzaﬂon in each and every instance will aCtuaHetlhese relate to the difficulties that developing countries,

formulate or implement t_hose rules. In many cases those V\@gpecially the least developed African countries, continue to
be prepared and negotiated in other more technical forun@gce in market access and in diversifying theioguction and

Hoyvever, there ISNo other |ns.t|.tut|o.n better placed _than tIE&ports, the problems that are likely to arise when preferential
United Nations to give the political impetus and leg't'mac}iccess comes to an end

deliberative fungnon Wr_uch a.llows_ |.t to consider aI.I aSp,ec_%echanisms.

of development issues in their political context. With this in _ . S _
view, the observations set out below are intended to stimula@- Following the adoption of the ministerial declaration
reflection on the directions that can be pursued by the Unit€f market access by the Council at the high-level segment of

Nations in promoting development in the context dfs substantive session of 1998, the Assembly could
globalization. encourage continued deepening of trade liberalization by
. developed and developing countries, in particular in sectors
51 The Assembly COUId, encourage a deepening 8? export interest to developing countries. Appropriate
reflect!on on global economic governance in th.e cqntgxt rangements for consultations between the Council and the
globalization. As far as policy coherence and institution TO Council could also be considered to examine how to

capacity-building are goncerned, the b|annqal h'gh'leVB tter integrate the developmental perspective into the trade
General Assembly meetings on the renewal of dialogue should, |- ~0hsideration could also be given to creating an

provide an important opportunity for a broad-based dialOgliﬁ}dependent legal aid facility and an ombudsman to support
on such issues. The themes and issues identified in the rEp(a%eloping countries in WT®. In Novemb&®899. the Third

of the Secretary-General on the renewal of dialogygiisterial Conference of WTO will take place and it is likely
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that it will launch a new round of multilateral trade targets agreed at the world conferences of the nineties. The
negotiations. The General Assembly may wish to embrace and Economic and SnaiailGhould focus on monitoring in
promote the idea of making this round into a “development the context of its review of the follow-up to global
round”. In this regard, a consultative meeting between the conferences, the achievement of that goal, in consultation with
United Nations and WTO could be organized following the the Bretton Woods institutions.

Seattle ministerial meeting of WTO. 59. The United Nations should continue to encourage and

55. With regard to financial flows and in view of the recent  assist Governments in developing new social policies better
Asian crisis, a number of proposals have already been made adapted to the new realities of the ghuivay,exspecially

to regulate them more effectively. The development of early to address employment in changing labour markets, and
warning systems, strengthening institutional arrangements to  promote redistribution, social services and social safety nets.
monitor and in due course regulate financial flows, and the The initiative taken by the World Bank Development
promotion of regional financial cooperation are some of the Committee to request the United Nations to develop and
matters on which an open international debate should be refine the principles and good practice in social policy, and
pursued, a debate to which the United Nations could make a the work under way in the Social Development Commission
significant contribution. are particularly relevant in this regard.

56. International action to manage and prevent crisisand 60. The ministerial communiqué entitled “The role of
financial volatility is crucial. In this regard, attention should employment and work in poverty eradication: the
be given to the proposal made in tHeiman Development advancement and empowerment of women”, adopted by the
Report 1999hat the Council, the World Bank and IMF could Economic and Social Council at the high-level segment of its
consider commissioning an international study on regulatory  substantive session of 1888ssfully integrates the

gaps, especially for short-term bank loans, reversible employment, gender and poverty eradication goals within a
portfolio flows and hedge fund activities. The international coherent policy framework. The Assembly could welcome the
community should also pursue its reflection on how toou@cil's ministerial communiqué and call for its
improve institutions for early warning and crisis management. implementation by Governments and the United Nations
Although many proposals have been made to this end, such system.

as rggarding alender of last regort or the granting of deCiSiOélil With respect to technology, the United Nations must
making power to the IMF Interim Committee, the results SQontinue to urge the creation of international conditions for

far have been limited. improved access and transfer of technology to developing

57. Thus far, all the initiatives taken in this critical area, countries, including through the full implementation of the
whether at the G-7 or G-22, have tended to exclude or limit Trade-related Intellectual Property Rights Agreement, and
the participation of developing countries. The Financial the expansion of national capacities for the development and
Stability Forum set up at the Bank for International diffusion ohtemlogy, for instance, through training systems
Settlements (BIS) to examine issues arising from the crisis that provide opportunities to workers to renew and upgrade
does involve developing countries but only through their their skills.

participation in ad hoc working groups. Ways to ensure MOS Stronger public action is also needed to support the

formal and institutionalized developingentry participation development of new technologies for human development and
should be devised in such bodies as BIS for the consideratig o4 dication of poverty. The Economic and Social Council
ofissues relating to the reform of the international financia); high-level segment of its substantive session of 2000,
SVSte,m- Indeed, _the .Un|ted Nations itself should segk en it considers the role of information technology, could
contribute fo the direction that .reform ShO,UId take. The, highs amine ways to ensure that developing countries’ interests
level meetings O,f thg E‘?O”f’m'c and Social Councﬂ with thgre addressed in the decisions on and governance of global
Bretton WOOdS |nst|_tut|ons should be used as an importgif, nications and of the Internet in particular. It could also
opportumty_ for pollf:y makers to address the need 1EcH’onsider the launching of an international programme to
ceherence in financial, macroeconomic and deveIOpmeéUpport public investment in technologies for the needs of

f:qqp_eration policies and for the airing of new ideas ark?loor people and poor countries, based on the model of the
initiatives. Consultative Group on International Agricultural Research

58. Narrowing the gap between rich and poor countries as  (CGIAR), as proposedHonen Development Report
well as between rich and poor people within countries shoul®99
be a broader goal, encompassing many of the goals and

10
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63. National capacity-building with respect to information  solutions that can be implemented by enhanced cooperation
technology is particularly important. However, thimo®t be  among countries.

achieved without international assistance. Currently such

assistance is, in most cases, confined to the provision of ] o

hardware and relevant training. In order to have more than 8. Operational activities for development
fragmentary and rather short-lived effect, it would need to

enlist first and foremost an active involvement — in policy 1. Increasing national capacity to manage

formulating as well as in implementation and financing — of globalization

the international business community, in particular cg7. The United Nations system supports developing
telecommunications, electronics and computer Industries, ntries and economies in transition in their efforts to
Second, it WOUld, have to be based upon a pol_lcy fr_amewoéiﬁhance their capacity to manage positive and negative
agreegl at an .lrjtergovernmental level. Third, it WOlflfimplications of globalization and interdependence in many
comprise a significant element of South-South_coope.ratlcwElys at the country level. The challenge for operational
Fourth, NGOs would have to be called upon to, in IOart'cma.f\’ctivities of the system is to evolve and adapt in order to

mobilize volunteers for a sustained training/field operatior}%spond to the new demand coming from countries that want
programme. to take greater advantage of the new opportunities opened by

64. Inthis regard, and building on the successful year 200@&reased trade, capital flows and technological progress.

initiative at the United Nations, the Assembly could requeglg  ajthough the countries themselves, their Governments
the Econom|.c and Somall CounC|I.to consider at the. h'gh'le\’&l]d their people, have the primary responsibility of defining,
segment of its substantive session of 2000 the f@iftyibf ¢ ihe country level, the course of action required to deal with
establishing a group comprising of representatives of nationglse issyes, international cooperation has an important role

Governments, world business community, the United Natiog$ oy The United Nations system's contribution should be
system (including the Bretton Woods institutions), n0Nseen” together with other efforts of the international
United Nations development agencies, regionaI/interregior@mmunity and as a support to national efforts.
organizations and NGOs to spearhead a global effort to ) o )
enhance the integration of developing countries in tr9- Operational activities for development of the United
emerging global information network. The group would b&ations system assist countries in pursuing their national
charged with developing such a programme and laying gals  within th_e frameyvork of sustainable human
policy guidelines aimed to ensure synergy of activities of tHfé€velopment which constitutes the best response to the

constituent groups, sustairitity and comprehensiveness ofchallenges of globalization and interdependence. In this
the programme’s coverage. context, the primary purpose of operational activities should

) , be to contribute to the expansion of national capacity to take
65.  Engaging with pon-governmental actonssld g0 well advantage of the positive implications of globalization and
beyond technology issues, however. Due o the increasie | with its negative implications. To this end, a sharper

policy role by such actors as private business as well a3, < should be placed on pursuirigter alia, the following
NGOs and other components of civil society, the UnitegbjectiveS'

Nations response to the challenges of globalization must ] ]
involve building new partnerships with these groups. Inthis (&)  Help to develop a coherent and integrated policy

context, implementation of the Secretary-General Davd@mework encompassing the macroeconomic, financial,
initiative would be instrumental. social and environmental aspects;

66. For combating such negative phenomena as drugs, (P) Assistin humanresource development;
organized crime and money-laundering, strengthened (c) Establish an enabling environment to expand
international cooperation by combining national efforts, thigreign and domestic investment;
adoption of multilateral norms and international codes of . . . )
) . (d) Diversify and expand domestic production as well

conduct, as appropriate, and the development dfilateral .

. : . : as import-export trade;
regional or subregional cooperation, wherever suitable, are
obvious areas requiring ongoing United Nations initiatives ~ (e) Facilitate and fully use the benefits of
and action. Indeed, in all these matters the United Nations dgehnological transfer;

and should play a central role, partly by identifying the () Expand capacities to deal with external debt
problems that need to be addressed and partly by de"ismgnagement'

11
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(g) Assistin mitigating the adverse social impact of expanded significantly, and linkages and coordination among
economic crisis, particularly on the weak and vulnerable them needs to be strengthened to enhance their impact on
groups. capacity-building, particularly in the poor and small

70. The resident coordinator system is the principgpum”es'
instrument for the United Nations to play the role of a neutral 73. United Nations system organizations also undertake
conveyor for policy dialogue in interested countrieader the  analytical studies to support national efforts to formulate
leadership of the Government. Drawing on the development liberalization policies. These studies focus on such subjects
goals and policies agreed upon in major United Nations as market access, export competitiveness, dynamics of the
conferences as benchmarks, the United Nations system can trade patterns, transnational corporations, the role of foreign
support countries that request it by providing a framework for  directinvestment in promoting sustainable development, the
advocacy and mechanisms to link local, regional and global effects of trade liberalization on environmental challenges,
policies and actions. Combined efforts of the United Nations and the organization of the business community and
system, including the Bretton Woods institutionBpsld help  entrepreneurship. Case studies are conducted with the
countries to enhance the performance of maocsoemic nvolvement of the business community and the civil society.
management, achieve greater coherence in the policies It is important that these activities be further expanded and
affecting economic, financial, social and environmental focused clearly on the specific needs of individual countries
aspects, and protect the most vulnerable groups, and thus give in order for them to take full advantage of the globalization
the concerned country an opportunity to use this supportto process.
further its national goals while integrating better into the
global economy. 3. Diversification of production and trade and

transfer of technology

2. Creating an enabling environment for 74. Such organizations as FAO, ITC, the United Nations

Investment International Drug Control Programme (UNDCP), UNCTAD,
71. The establishment of a positivelimat d'accueif for UNDP, UNIDO and WTO, as well as the Brettonddds
foreign and domestic investment can help to encourage institutions support national efforts to diversify domestic
transfer of technology and capacity-building initiatives for  production and import-export trade patterns. They provide
trade diversification and promotion. Operational activities of Governments and business associations or firms with
the system should support national reforms that create an substantive advisory services. These activities cover a wide
enabling environment for investment and other economic range, from the establishment of distribution networks and
activities, identifying the necessary changes to regulatory financial management to technological upgrading and
frameworks and supporting institutional capacity-buildingnndvation, identifying either new markets or new potentials
Country-level initiatives of such organizations as the Bretton in old markets, sometimes moving up inlityesqabe and
Woods institutions, the International Trade Centre (ITC), accessing new segments of the export markets.
UNCTAD, UNDP, UNIDO, the ILO, FAO, the Warld Health 75. A more harmonized and coordinated approach among

Organization (WHO), the World Intellectual Property, rious United Nations system organizations has been

Organization (WIPO) and WTO, among others, WhiCPFcentIy attempted in this domain, as regards the least

support national reforms for the improvement of the Ieg‘?ﬂeveloped countries through the Integrated Framework for

framework for investment and other economic aCt'V_'t'esFrade-Related Technical Assistance, Including for Human
should be strengthened and coordinated, as appropriate, | 4 |nstitutional Capacity-Building, to Support Least

72. Animportant area that calls for enhanced support by Developed Countries in Their Trade and Trade-Related
the United Nations system is to strengthen the knowledge and  Activities (Integrated Framework). The joint programme,
capacity of developing countries to engage in multilateral adopted in October 1997 by a high-level meeting of integrated
trade negotiations and take advantage of WTO dispute initiatives for least develmpadies’ trade development,
settlement mechanisms. Such organizations as UNCTAD and involves six organizations, IMF, ITC, UNCNBP, the

WTO are involved in several countries with special assistance World Bank and WTO. Forty least developéies
programmes. They undertake advisory missions and training, participate in the programme, which needs the full support
brainstorming meetings and workshops, establish information of the international community.

services at the national level and provide relevant officiagls 5,0 of the key aspects of operational activities for

documentation, sometimes made avzylgple in nat'On(i?’évelopment is facilitating the transfer of technology and
languages. The scope and scale of these itiewneed to be

12
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expanding the access to technological information, and the5. Social dimensions in the globalization processes

creation of information flows on affordable and sustainab@o The increasing integration of developing countries and
technplo_gy .Wh'Ch 'S suitable o a specmg country, c5nomies in transition in the world economy has required
establishing information networks with relevant institutiong, ., tural adjustment and economic reforms. The social costs

and business firms. Such organizations as the United Nati those reforms are often significant. The recurrent financial

Egll\]lgg'gnoal’ hScllenuflc : anldT ICuIturaI _Organ'zjt'_or?:rises of recent years have also imposed heavy costs a large
( ), the International Telecommunication nIOIBroportion of which is borne by the poor and vulnerable

UTU)I' WTO, FAO, the Irr:terngtlonal Flé)nd r:or Agr'lgu“uragsegments of the population. The United Nations system has
Development (IFAD), the ILO, UNIDO, the World Foo responded by providing humanitarian assistance and by
Programme (WFP), UNDP and the World Bank promOtﬁ?lping countries to create social safety nets.

several initiatives that aim at adapting technologies to loca
conditions. 81. In responding to the Asian crisis, ACC issued a

statement in October 1998, stressing the importance of

77'. It should be n(_)ted, hoyvever, that the scalg of the Un't%’stering a global commitment of the United Nations system
Nations system assistance in these key areas is quite moglgst

given the limited resources available for such activities. Such

a limited allocation of resources to areas that directly relate (@) Monitor the impact of the crisis on societies and
to the positive dimensions of globalization is due to two maifdividuals;

reasons: (a) the stagnation of funds for operational activities  (b) Assistindividual countries carry out the necessary
for development in general, and (b) the relative increase &ikyctural and institutional reforms:

proportion of resources directly devoted to human . . . .
development related activities. Resources from the privalte I'h(C) d Help to st.r'engthedn or b_u:ld bfa5|c SOC':‘I sirwlces,
sector are sometimes used to compensate for the redufgﬁ ! 00_ opportunities and social safety nets for the least
availability of grant resources. Business companies direc R;tunate,

interested participate in funding some activities with their (d) Forge close links between the United Nations and
own resources, e.gd., sharing the cost of training and simifdee World Bank, including through the World Bank’s
activities. Given the trends of resources for development apdoposal to work together towards comprehensive
the competing demand for facing the negative consequenceyelopment frameworks led by the Government of the
of globalization, these alternative sources of funding mapuntry concerned.

become more important in the future. 82. The Consultative Committee on Programme and

78. One way to reduce the negative consequences of (Dperation Questions (CCPOQ) and the United Nations
declining resources for development activities related to tiievelopment Group (UNDG) are pursuing the follow-up to
positive dimensions of globalization should be increasdlis commitment, including through such cooperating
collaboration among system organizations in this area, asfiameworks as the common country assessment and the
the case of the Integrated Framework and other joibinited Nations Development Assistance Framework
programmes, such as the WTO, UNCTAD and ITC joinfUNDAF). This joint effort needs to be intensified in a
efforts in the area of trade. This could help to generate greasyistematic manner with a clear vision and broadened to

support from donor countries. include a collaborative approach with the Bretton Woods
institutions, the regional commissions and regional
4. External debt management development banks.

79. The expansion of capacities to deal with external debt
management is supported through various programmes\;olf nclusion
technical cooperation promoted by UNDP, UNCTAD, the Conclusio

World Bank and IMF, often in collaboration with regional o . , . .
' 9 3. Globalization and its impact will remain a central issue

banks. They include cooperation programmes that provide

advisory services and training to such institutions as centfal the development agenda in years to come. There can be no

. ) S e ci‘oubtthattheUnited Nations system will play a central role
banks, financial ministries or specialized governmen

agencies in charge of external debt servicing and i grappling with the forces of globalization, particularly, as
. : S : .tﬁe present report has argued, with regard to promoting

management, increasing their institutional capacity to monitor . . o

and manage debt servicing. greater policy coherence and, even more importantly, building

institutional capacity at all levels. These twin challenges are

13
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complex and often intertwined. For the Organization to
address them in a meaningful way, it is essential that it
continue to identify issues that not only lend themselves to
better structured intergovernmental deliberations but also
lead to tangible results at the global, regional and national
levels.

Notes

! See UNDPHuman Development Report 1999 109.
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