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What ‘area of policy is most important for
managing globalizauon? Harmonizing global
competition and free market approaches with
steady and expanding support for human
development and human rights in all coun-
tries, developed and developing. This is at the
beart of a new perspective, a new global ethic,
2 new approach to globalization. And nt
requires a range of actions, from the broad to
the specific.

Reinventing global govemance is not an
option—it is an imperatve for the 21st cen-
tury. The preceding chaprers have spelled out
possibilities for human development—and the
pitfalls. They have also spelled out the failures
of governance in getting the most from the
opportunities—and in evoiding the pitfalls.

The costs of these failures are much larger
than generally realized. Consides the output

losses from the East Asian crisis and its global

repercussions. Over the three years from 1998
10 2000 these are esimated at nearly $2 trillion.
These losses are:

®  About 2% of global economic production

in these years—and more than the combined

annual income of Sub-Saharan Africa, the Arab
States and South Asia.

» Enough to double the incomes of the poor-

est fifth of the world's people
e About rtwice the addiuonal finance
required over the next decade to achicve the
goals of basic education, primary health care,
family planning, autrition, water and sanitation
forall
o Well over 10 tumes the $170 bulion mobu-
lized internationally to prevent the economic
slowdown.

And as chapter 1 made so painfully clear,
the cold statistics of economic loss convey few

- of the human costs—interrupted treatment for
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Reinventing global governance—
for humanity and equity

hospital patients, notng and looring in the
streets, nising uncmployment and declining
school attendance This has become the worst
setback to the global economy since the 1930s.

For developing countries there have long
been losses from the inadequacies and
inequalities in global governance. Some result
from weaknesses in global markets for capital
—and some from restricted access to devel-
oped country markets for exports and tech-
nology. Restrictions on migrauon ere sall a
major contradiction with the principles of the
open global economy and one with a high cost
to developing countries. Human Develop-
ment Report 1992 esumated the total cost of
denying market opportunities to developing
countries as roughly $500 billion a year,
almost 10 tunes the amount they receive each
year in aid.

With the Asian crisis tn 1998, the need for
fresh thinking about global governance has
again been recognized. Ininally, the crisis was
autributed 1o weakncsses of domestc policy
and action within the countries affected, even
though only months before the same countries
had been hailed as Asian “muracles of develop-
ment”. But the need for changes in interna-
tional govermnance 1s now widely accepted, and
the international community has begun to seek
solutions with renewed vigour.

Even so. the dcbate on international
reform is:
¢ Too narrow 1n scope—usually excluding
human development as an objective, under-
playing the importance of employment and
environmental sustainability and largely
neglecting economic and social rnghts.

* Toogeographically unbalanced —dominated
by the concems of the industrial counwnes, with
secondary attenuon 1o the emerging and large
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economues, The poores: and least developed

countnes are largely neglected.
¢ Too driven by the economic and financial
interests of the rich countries —often those of
the G-7, sometimes just the G-1

Is it too ambitious to thunk and plan more
boldly? Recall the remarkable vision and
human concerns of the 1940s, when the United
Narions and Bretton Woods instirutions were
created. At that time full employment was g kev
objective, along with:
* Fulfilment of economic and social rights.
® Measures for economuc stabulity, including
stabulity of commodity prices.
® An integral view of the United Nations and
Bretton Woods mnstituuons.

anes’s vision for global governance

{SDRs), but these constitute less than 3% of
global liquidiry today.

Keynes placed the burden of adjustment
oo both susplus and defict countrics, even
cuvisaging a penalty interest rute of 1% &
mooth oo outstanding trade surpluses. In
practice, deficit nations (mosdy developing
countries) have had to besr the main bur-
den of adjusunent —cxcept for the United
States, which can avoid adjustment because
its deficit serves to supply dollars needed for
liquidity by the global systezn. The IMF oow
exercises same mouctary discphoe only an
for less than 10% of global liquidity. -

The intemational trade otganizsuos, 46
envisuged by Keynes, had functions far
beyond the present World Trade Orgaui-
zation. Keynes's international wade osgani-
mmmmﬂy wmntm&eau:de
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The entire structure rested on the Charter of
the Uruted Nations, one of the most remarkable
and pioneering documents of the 20th century.
The far-seeing principles of the UN Charter
were reinforced three years later in the 30 arti-
cles of the Universal Declaration of Humsn
Rights (boxes 5.1 and 5.2).

Fundamental rettunking of policy and gov:
emance is again requured. It must be broad and
fair, and it must restore an integrated approach
covering social as well as economic issues. Key
prionues: _

* Purtuing human concerns and human rights

at the centre of nternational policy and action.

® Protecting human security and reducing

vulnerability on 8 worldwide scale.

* Narrowing the extremes of inequality

between and within countries.

* Incteasing equity in negotiation and struc-

tures of international governance.

® Building a new global architecture for the-
21st century.

In short, reform driven by concern for peo-
ple, not for capnal.

PUTTING HUMAN CONCERNS AND RIGHTS AT
THE CENTRE OF GLOBAL GOVERNANCE

Changes in internatuonal governance are
needed so that the internanonal system does
much more to support. and much less to hin-
der, international, national and local actions for
human development. Five speafics:

STRENGTHEN GLOBAL ETHICS AND
RESPONSIBILITY

Global governance with a human face requires
shared values, standards aod sttirtudes—a wide
acceptance of human responsibilities and
obligations. Those values include respect—-for
life, liberty, justice and equality. And they
include tolerance and mutual caring.

Such values underlie the UN Chartex
and the Universal Declaration of Humsn
Rights They now need to be translated mto
the principles and practices of global gover-
nance How?> With a strong political com-
mitment propelled by public awareness and
support (see the special contribution by Ted
Turner).
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BRING PRINCIPLES OF HUMAN DEVELOPMENT
AND SOCIAL PROTECTION INTO THE
CONCEFTS AND PRACTICES OF GLOBAL
zconomc GOVERNANCE

Glo_bd competiion and market efficiency are
the big objectives of current etforts to restruc-
ture global economic governance Important,
but they are too narrow internationally, just as
they woald be natonally. Global governance
peeds to mcorporate human development pri-
orities for people in all parts of the world —for
povesty reduction, equity, sustainability and
bhumas developmuent.

Untl recently social and welfare policy
wete matters for national acuon. With global-
ization, this has been changing. In the indus-
trial countries global economic competition is

. sming weltare states under pressure, as chap-

ter 4 showed. In many developing countries
education, health and the more limited range
of welfare provisions have come under even
greater pressure. Structural adjustment poli-
des have often cut back primary health care
and basic educstion, with reduced subsidies
and increased charges restricting access to
these services for poor people.

At th: same time the institutions of
global governance have leaned hard on
pationsl governments to adopt their pre-
ferred systems of social protection—mar-
ginal for the International Monetary Fund,
social safety uets for the World Bank and a
broader and more pragmatic rauge of social
policy options and mechanisms for other UN

*ncit:a Human development policy, as

promoted in the Human Development
Reports, is an example.

But a2 broader, more coherent set of mter-
ostional principles is required—as some gov-
emnments are beginning to recognize. Such
princ:ples should be built on:
¢ Fconomic, social and cultura) rights as well
as poliucal and civil ones.
® The goals and commitments of the global
canfererces of the 1990s.
¢ Denocratic and  equitable governance,
globally and nationally.

The World Bank Group and the IMF need
to explore how these principles are brought
into their polides and operations

YPOYRGE IO ERGRSIAS

ADOPT REGIONAL AND GL.OBAL AGREEMENTS
TO PREVENT RACES TO THE BOTTOM

International bargaining can be tough—and n
the heat of the moment minor or major conces-
sions may be made in wages, labour standards

BOX 5.2

Although polifical negotiations never per-
mitted full realization of the ioternational
economic and political erchitecrure as orig-
inally proposed, its pructical uupact was
scaadkable. Fram the bate 1940s 1o the eady
19708 world economic growth was fagres,
economic stability grester and unemploy-
ment lower then in sy coraparable period
m bistory. Mogeover, more than 70 coun-
tties moved from colonial status to political
independence, most achicving eranamic
growth rates during the 19605 higher than
ever before and often higher than cver since.

Of course, the structures of global gov-
ertizmce were far fram perfect. The cald war
polanized many operations. Inflsuop was
often high. The terms of made of many pd-
mary producing countxies fell. The poorest
and least developed countries becagie more
margnalized Various meernational fforsy
introduced changes in global governance to
tackle thesc problems,
® The Interpational Development Asso-
ciation was established ip 1960 ro expand
the flows of concessioual finance to poor
oountries.
¢ UNCTAD was eatahlished i 1964 to
improve the amlyss and acgotstion of
trade and development issues.

Nonethdess, globd governance was
recognized to be insdequate, especislly for
the developing counttics A lugh-leve
integnanonal group, the Pearson Comaus-
gion, was establisbed to propose ways w
improve aid and development policy. It
seported its recammendations 10 1969 in
Partner; i Development.

Io 1971 the United States sbandoned
the Bremon Woods symem of fized
exchange rares. In the mid and lare 19709,
after two decades of dedlining oil prices,
the price of petroleurn almost quadrupled,

i global iccome distnbution in
favonr of the oil-produding countries. The
suddenness of the adjusunent set back the

The successes and failures of global RN SRR |

son Its repout in 1980, NovthiSouth: A
Programme for Survivel sbowed huw
wdustria] and developing countses cold |
&haxtmmmdmxﬁnwm
growth in developing countzies ss'a ey
achmamvdymmu:dnbdeumny
But little of the message was

Instead, the global emphasis/ shifted to
whaxcomumesmundoomharmupe
cially m implementing iheruBmtion gnd
.dnmcnt.'ﬂ:eneedﬁ!w
ncumbythemtummndmmmy-
muted Debt in thc poorest devdqnng

countries gose , commodity prices.
feﬂ,andadmhmd&rbebvcmﬂ-
mmtx,amaﬂyforthehtdadq:ed
countries.

Tbmmﬂwod-loudmfﬂ'd:vd-
opment in most of Latin Ametics and Seb-
Saharan Africa Per capita income fell in
more than 40 coutitries in the twozegions,
often with seriovs huran sethacks for lage |
parts of the population. School enrolment
atias fell in 20 countres.

Nanc of these remdn can be blsmod
entirely on the madequacies of global pov-
emance. But the fact remaing that sice
19%0 the mumorty of countries in Sub-
Sahargp Africs, many in Letin Americamnd |
most of those ip transition have experienced |
disestrous failures i growth, aften with
serioas incresses in poverty and setbacks in
human security. Although there have been
some improvements over the 1990s, per
capita incame i some 40 developing coun-
tres 5 sll less than it was 20 or more years
ago. The economic decline in many of these

REINVENTING GLOBAL GOVERNANCE—FOR HUMANITY AND EQUITY

global cconomy. Outpui w the OECD  countries has already been much worse than
economies fell. Ther was o surge in flows  anything felt by the induserial countries dus-
of pezo-dollars to nou-ol developing  ing the Grear Depressioo.
Saurce-Haq and ot 1995; Rdrl 1999
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and envionmental regulations One way to
avoid these pressures 15 to establish regional
frameworks of minimum standards and 1o
strengthen regional agreements to work wichin
them. Labour standards need to support the abi)-
1aes of people to provide care for thewr famikies
and communiues—not to have global compeu-
tion undermine them Mercosur and the Euro-
pean Union have taken steps in thus direction.
Such agreements, carefully defined, can raise
living standards and protect the environment.
without setting back employment or discourag-
ing foreign invesonent. Collective regional action
can ensure that the decisions are based on the
needs of people in the countries concemed.

DEVELOP A GLOBAL CODE OF CORDUCT FOR
MULTINATIONAL CORPORATIONS = AND A
CLOBAL FORUM FOR THEIR MONITORING

Multinational corporations are already a dom-
inant part of the global economy—yet many of
their actions go unrecorded and unaccounted
They must, however, go far beyond reporung
just to their shareholders. They need 1o be
brought within the frame of global gover-
nance, not just the patchwork of national laws.
rules and regulations.

Because of the activism of NGOs and other
institudons of avil society, many multinauonal
corporations are taking their social responsibili-

[ < R PR S R B D s T AT
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ues more senously. Martel, the toy-producing
enrerprise, and Disney World. the entertainmens
gant, have codes of conduct for their' plans in
Asia. Marte] is the only multinational corparation
in China that has won the Social Accountabibity
8000—a certificate of workplace standards tha
Asia Monitor, a watchdog NGO, callsfor. Disney
has done more than 10,000 inspections to.ensure
proper working conditions for its workers imAsia.

Codes of conduct have moved from vague
promises 1o detated rules, with the;best codes
now monjtored by outside auditors (box 5:3).
But multinationals should be socially respon-.
sible from the beginning, not only aftc:':hfavit;g ,
been caught neglecting responsibilities: Codes .
of conduct should also be developed for banks
and financial institutions, cow:rmg sccreéymd "
nisk assessment. o

Incenuves and publicity can bclp Tbt'
Council for Economic Priorities, a' U&based g
NGO, gives annual awards and public recogni-
tion to Fortune 500 companies demousmlmxg '
exceptional performance in community part- -
nership, employee empowerment, and: gender
equity, environmental stewardship, social ! mis-
sion and human rights. :

But multinational corporations are t00:

ponam and too dommnnt apamoftheglgbal‘f

I

Globaﬂv agreed principles of pctfo mat e
needed for: B

[ SPeCial mrTmsunnu ‘
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e Human concerns—to ensure compliance

with labour standards and human rights.

- o Eoogomic efficiency—to ensure fair trade

and competitive markets.
» Eovirommental sustainability—to  avoid
degradation and pollution.

Also needed is 2 global forum 1o bring

-multinational corporations into open debate

with other parts of the global community—

“unions. NGOs and government. The results

could be practical and positive. The first major
conference hosted by the UK-based Ethical
Trading Initative, in London at the end of
1998, brought together hundreds of people

* Interactions in professional groups.
* Parliamentary, religious and other groups
committed to strengthening  international
understanding and exchange.

And these are just a start (box 5 4).

PROTECTING HUMAN SECURITY IN
ECONOMIC CRISIS

The biggest human setbacks of the past two
years emanate from the Asian economic crisis.
The coisis has already stimulated strong sup-
port from the World Bank and the UN system
in response 1o human needs in the countries

—_

a from a range of companies, trade unions and
NGOs to discuss fair trade issues and company
. codes of conduct. Six of the nine UK compa-
nies among the top 100 multinationals now
. bsve codes in draft. In the space of a few years.
the fair trade movement and the promotion of
faidy raded products have gone from the mar-
gin to the mainstream 1n promoting labour
nghts. and retail sales of fairly traded goods are
worth more than $250 million in Europe alone
This could be replicated at the global level in
many ways.

STRENGTHEN THE GLOBAL COMMITMENT TO
HUMANE GOVERNANCE

R et

People’s expanding awareness of their connec-
tions with the wider world is part of globaliza-
tion. Securing political support for more
humane global govemance will depend on
mucreasing that awareness ¢ven more—and on
b making people conscious of their being ciuzens
‘ aof the world, not just their countries.
5 Many things already contribute to a sense
of global responsibility:
e Education, especially the opportunty for
young people to learn about the lives and siru-
ations of people in other parts of the world
¢ The media’s treatment of intermnational
news and events, explaining them from the
vienpoints ot other countries.
e letworks of NGOs, such as the Third
! Worid Network and the UN-NGO Forum.
‘ ® Trade union acuvities focusing on global
l 1ssues.

©  Opportunities to study abroad and to travel
and work with people from other countries.

The Counal of Euwrope, with 40 member
states, receotly launched Globabzation
without Poveaty. This initiative brngs
together nanonal governments, intergov
etmoental organizetions, NGOs. padis-
mentanans, local authonnes, the media
ond communications egencics D joint
efforts to rencw the commitment m Europe
to global poverty eradicadon. The perma-
pent Narth-South Centre of the Council of
Europe. based in Lisbon, is the secretariat
for hese efforw.

The curnpaign aims 10 pramote the ides
of social inchsiveness @ Europe and new
comcepts of glohal atzenship that focus on
che nghts and responsibilines of atzens liv-
ing in a global soaety. Some iniratives, such
as the Action Week agansi Poverty, will be
Europe-wide, many others are nstional or
local. The project aims to remund people, in
line with the overall policy of the Council of

Soxorce: Buman Development Repoa Oice

BOX 5.3 ! ' 1
Social suditing of multinational corporstions . ik

The demand for social audiung—a thorough mmmm:ﬁnwm
check g to whetber multinarionals are fiving  for mspections of o)l ity planey worddwide.
up © their socal responsibilities—is on the At the same time Nike hus raised the ealarics -
rise. In addition to aperging socal suditom, o warkers hust by currency devalumion,
accounting fiets such as Deloite & Touche,  increased its minium working sge w 18
PriccwaterhouseCoopers and Emst & Young — and swisched to less toxdic gloes. Mage] bas
are alto cartying owt social sudming dso warked tard. Independent suditors

Last year 1 500 inspecoons warc dopein  bave paid visirs to irs kectories and those of
the Guangdong provioce of China, where nsmppl:ergmdlnalmmphyudem
there 15 8 large concontrstion of multiza: 13 social auditing. '
Sowra OECD 1995
B8OX 5.4

Globalization without Poverty—a Europesn initiative

exclusion are a denigl of bumsn rights.
Opve inntistive, the Global Forum ca
Poverty Eradication, hes been inspired by
the work of the Forum of the Poor i’
Thailend. [t-_rm-mﬂnmwm
from—the experiences of the poor;
in Europe and in the South. lepdilao
develop am sgenda for scton M!ﬂ
contain recommendsations and propossls'
oo how extreme poverty can be emdi-

cated and especially oo how societies can

be mobilized ro achieve this gaal. <

3 global scale, the forum stremprs o offset”

idess of personal insecutfty and *Foares”
Europe a3 2 response to European wward-
ness in thought aad sction. The campaign
message: “Europe is not a'planet, bot part
of One World, and that crestwes both
pomnmcsmdmpanm’bthuu

REINVENTING GLOBAL GOVERNANCE .~ FOR HUMANITY AND COUT(
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- Stronger regional
collective action could be
- stabilizing—pooling

i  reserve funds,

. strengthening financial

i - monitoring, maintaining
 open trade even under

pressure

directly affected. More tmportant for the long
run, it has stirred a major rethinking of the
improvements needed in global governance to
avoid recurrence and further contagion

REDUCING FINANCIAL INSECURITY

Extremes of vulnerability are a systemic prob-
lem of financial biberalization on a global scale
and call for new global measures of prevenuon
and preparedness. Already the economic costs
and human consequences of these setbacks add
up to an imporiant agenda of priories.

Developing and adopting new interna-
tional codes of conduct for banks and financial
instrunons, improving information and trans-
parency and enhancing internauonal financial
supervision and regulation are all part of the
new consensus. S0 is recognition of the IMF’s
need for increased financial resoutces (o enable
it to act more quickly and preempuvely as
lender of last resort. Such resources could be
obtained by increasing goveroment financial
comumitments to the IMF, enhancing the use of
IMF special drawing rights (SDRs) or selling
some of its gold holdings.

Those who balk at the political difficulties
of getting agreement to such measures should
recall the risks and costs of not doing so. The
willingness of the Unuted States to act as lender
of last resort to Mexico in 1994-95, and the
speed of its suppot, did much to limit the
depth and contagion of the Mexican financial
crisis and to achieve rapid recovery. Moncey
alone is not enough, however. Financial sup-
port must be accompanied by ecopomic
reform and restructuring —taking account of
buman goals, not just economic and financial
ones
PREVENTING EUTURE FINANCIAL CRISES
The financial crises of the 1990s have been
systemic—with finance surging in and out of
countries at a speed and volume beyond the
capacity of any country on its own to contro)

In addition 10 the measures to reduce finan-
cial insecurity, poor countries need special sup-
port. A recent UN task force on financial
architecture proposed various measures to help
prevent further crists and contagion, including:

SO AR RN GRS RTINS R AT s
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¢ Remouving the requirement that countries

liberalize capital accounts as a condition for.
borrowing, The extent and phasing of capiral
account liberalization should be a matter for'
cach developing or transition economy '
decide on the basis of its needs and capacities.

International pressures for abrupt or prema-’
ture liberalizauon have often proved countes-!
productive

» [ncorporating standstsll provisions into

the rules for borrowing from the intersa-|
tional financial mstitutions. These would give

countnes under financial pressure the right to,

delay debt servicng. )

» Developing regional and subregional in-

twatives 1o support monetary and financial

management Stuonger regional collective

acuon could be stabilizing—pooling reserve’
funds. strengthening financial monitoring,
matntaining open trade even under pressure.

The expertence of Western Europe, from the
Payments Unuon 1n the early postwar years 1o

the euro today, underscores the value of such

arrangements

o [ncreasing technical support. The cost of

processing all the informaton required :for

financial negonation and deasxon-makmg is

very high for small and poor countries. The

wternational institutions have a special respon-

sibilitv to help countnies gain rapid and easy

access 10 such informauon and analysis.

PROTECTING PEOPLE DURING PERIODS !
OF CRISIS AND ADJUSTMENT ‘ A

Time and time again when under economic
pressure, countries find themselves sacrificing
the needs of thers children on the altar of eco-
nomuc orthodoxy—cutting schools, clinics and
hospitals to balance their budgets and pay their
debts The challenge is greatest.in poor coun-
tries, where the coverage of schools'and health
services 1s already limited. By cutting the invest-
ment budget. countries ease the pressures on
both capital and recurrent accounts—but at
the cost of postponing the vital goals of bealth
and educaton for all.

This spotlights the importance of adoptmg
long-run  human goals—and maintatning

progress towards them, with mternational sap-
port to make this possible. Countries should be

HUMAN DEVELOPMENT REPORT 1999 -
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encouraged to set goals and dates for achieving
~ universal ‘access to education and health—as
~ set out in the World Summit for Social Devel

i) opment, in other global conferences of the

1990s and in the Development Assistance
Committee goals for the 21st century. At a min-
imum, all countries should be encouraged to
~.make some progress towards these goals each
~ year—no matter how severe the cconomic
© pressures.

Suronger international support is needed
for protecting people in crisis. The way ndus-
trial countries respond to a Bood or earthquake
- within their borders is instructive here. It
- would be unthinksble and politically unaccept-
able in an industrial country today to allow a
patural disaster 1o leave citizens without health
services or children without schooling for years
on end. Yet this bappens often in developing
countries. A lender of last resort for social pro-
tection would thus be useful —perhaps as a spe-
cial window of the World Bank.

REDUCING OTHER CAUSES OF HUMAN
INSECURITY

Threats to human security are being exacer-
baved by globalization in other ways. Three
threats show the range of actions required

CONTROLLING GLOBAL CRIME

The virulent synergy berween globalization
and organized crime calls for new global
instruments to back national actions and con-
trol the international links An intemational
convention against transnational organized
crime is under preparanon. Among the key
measures:

e Encouraging cooperation in law enforce:
ment and surveillance, with support for
advanced investigative techniques.

¢ Enhancing international judicial coopera-
sion, including the transfer of cases from one
junisdiction to another and the use of video:
conferenaing for cross-examination.

e Obliging states to develop effecuve pro-
grammes for protecting witnesses and legal
professionals.

» Criminalizing money laundering and devel-
oping cooperative actions to track and prevent it

YPOYRGE 10 ERGASIAS

Special actions are needed to deal with traf-
ficking in women and children and smuggling
migrants and ficearms

The media, NGOs and other institutons of
avil socety have played an important role in
uncovering the untold story of human traffick-
ing and forcing action. Needed now are more
formal intemnational processes of reporting and
reviewing actions. Also needed are interna-
tional negotiations between labour-sending
and labour-receiving countries and with inter-
national organizauons. Such negotianons
should lead 0 codes of conduct both for
labour-sending and for labour-recemving coun-
tries, laws for eliminaung explottation of
migrant workers and violations of their human
nghts, and severe penalties for traffickers (box
5.5). The UN Coavenuon for the Suppression
of Traffic in Persons and the Exploitation of
the Prostitution ot Others, approved by the
General Assembly in 1949, focuses on traffick-
g as a criminal commercial enterprise. Only
70 countnies have adopted this conventon.

PROTECTING CULTURAL DIVERSITY

Culture, community and human security are
intertwined —but too often undermined by the
invasions of globalization. The World Com-
mission on Culture and Development recog-
nized the broad principle of protecting cultural
diversity while encouraging cultural exchange.
Balancing the two is difficult and controversial
—but countnes wishing to protect their cul-
tural hentage need to be permitted to do so
Four examples of actions:

* Regional and pnvare efforts could encourage
much more two-way cultural communication—
so that films. music, literature and television pro-
gramming flow between and withuin developing
regions, not just to them from industrial countries.
»  Policy-makers have to rethink state, com-
munity and international nstitutions and poli-
cies to perit local populations to choose their
languages and way of life. At the same time
mnstituuons should be created that encourage a
dialogue between leaders of different cultural
groups to negouate exchanges and promote
better mutual understanding

¢ An international forum could be held on
international violence and pormography—

1 REINVENTING GLOBAL GOVERNANCE—FOR HUMANITY AND EQUITY

Culture, community and
human security are
intertwined—but too
often undermined by the

invasions of globalization
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whether in videos. television programming or
mnteractive games and services—and on national
efforts 10 moderate and control these acuvities
and sateguard chidren from their influence

® Neuw partnerships berween governments,
corporauons, private voluntary associations and
other stakeholders should be developed. The
effects of global markets on local cultural indus-

lklmhaduhmplmmamglewm
;Eﬁi&mwddhhkdwh
=H mﬁdengbbdmponxto
- aime is cooperstion. Lsw enforcement
~ agendies, palice, prosecurors and intelb-
mendww&mb:huopw
sire pumbers scross bosders, bregking doon
 witet is often generations of suspicion and
even enmity. This is not essy, but there are
‘l’:piewdumudtnsmlkvd A ciime in
lbelhmd&numbemmpedby
", city, ste or federal police; amoog the fed-
dwwbuhe&dud&nmd

Global crime — the international response

law enforcement budget may not seem @
high priotiry, but short-tern savings may
result in heavy long-term costs.

The second prinaple is cffective and
appropriste regulaton. When a palitical
system changes from a cenwally planned
ecanomy or 3 police state to a liberal. free
market, democranic sodety, there arc huge
pressuwses, from within and from the intes-
oational community, to remove oppressive
regulations; but there is less push to replace
them with the sort of legal framework and
mstitutons thar have grown up over cen-
turies (n societies thar have long had such
political systems. Thus 15 8 dangerous mis-
take.

For example, encouraging an indige-
nous banking system is an important devd)-
opment goal. and bank secrecy legislagen
may sean @ good short cut. But withour e
strang bank regulatory framewark, and an
institutic with the causde o impaosc it, the
result will be 2 flood of dirty mopey followed
by bank faiures. The end result is bailout
costs for the central bank and loss of inter-
netiopal market credibiity for the future.

Similarly, priveuzation without a strong
system of corporate lsw, and 3 judiaal sys-
tem that is a0 effecdve adminustrator and
guarantox of its application, becomes a lot-
tery. Sometimes 8 sound cnterprise, a good
local partmer and management team, and
conmstent government regulation align w
produce a spectacular investment success.
Bt more often cronyisw in the privatizs-
ton process and sbusc of mivoriry share-
bolderinterests fcad ta failure, and the local
courts afffer little hope of redress.

Cowpasing the goal of mcreasing eco-

" pomic freedom with posing new bureau-

crutic coatruints is an unequal batde But
the lberalization of the economic and
political systemn must merch in lock-step
with the growth of laws and the institutions
that administer them. New freedoms bring

r.the . new responsibilites
A AP T

tries, both good and bad, should be more clearly
recognized, so that policy can protect and
enhance their cultural and economic flowering.

PRESERVING THE ENVIRONMENT

Despite widespread public support for envi-
ronmental acuon, the dnving forces of global-
zaton stull put profit before environmental
protection, preservation and sustainability. The
international body charged with building a
bridge between environmental and trade pal-
1¢y, the World Trade Organization's commirree
on trade and environment, has focused mostly
on fitting environmental concerns into existing
trade regimes, not on seeking a true synergy
berween environment and trade as equal policy
objecuves. The commitree sees its role as limit-
ing unilateral state actions in the name of enwvi-
ronmental protection to protect the trading
systermn—not as creating a paradigm shift from
a negative trade-environunent relationship 1o a
positive one, a relauonship that promotes sus-
tanable trade, investment and growth,

The committee has focused on some impor-
tant quesuons: Should WTO members agree an
general exempuons for trade-restricting mea-
sures in multilateral environmental agreements?
And how can eco labelling schemes be pro-
tected and not classed as non-tariff trade barri-
ers? But other issues demand attention: How
can trade measures encourage countries 1o
remove the perverse subsidies for energy, chem-
icals and water that distort trade and damage the
environment? And how can they lead countries
to internalize the environmental costs of pro-
duction? Why not establish 3 “green round” oo
international trade to coordinate joint actions og
eliminating environmentally damaging subsi-
dies and internalizing environmental costs?

NARROWING GLOBAL GAPS

Nearly 30 years ago the Pearson Commission
report began with the recognition that “the
widening gap between the developed and the
developing countries has become the central
problem of our umes.” Today, global inequsl-
tes in income and living standards have reached
grotesque proportions. The gap in ‘per capité
income (GNP) between the Cmm(n.es th the
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sichest fifth of the world’s people and those with

| 4 the poorest fifth widened from 3010 1 in 1960, to
- 6010 1M 1990,t074 10 | in 1995. The marginal
- gation of the least developed countries conun-

ves, accelerating as a result of the Asian cnisis
Narrowing such gaps is the unlisted item on

; the global agenda. Extremes of inequality per-

meate and poison globalization and polanize

many reasonable and desirable attempts 1o
_manage it better. The issues of global inequal-
iy are too fundamental to be swept under the
" icarpet. On the eve of the 21st century. with the
. pewfound awareness of globalizaon's possi-
' 'bilives, new approaches are needed:
;e Taking consistent international actions to

support faster growth, and adopting stronger
mmeasures to support pro-poor growth in poorer
countnes.

e Removing constraints on poor countries in
trade, investment and technology.

‘@ Refocusing aid to support poverty reduc-

don, especially in the poorest and least devel-
oped countries.

o Accelerating debt relief for the highly
indebted poor countries.

These proposals are not new, but they are
rarely pursued with the energy and resolve
required, nor with the clear recognition that the
extrerues between the richest and poorest
countries are counter-productive for the very
process of globalization. One of the main rea-
sons globalization stalled in the early 20th cen-
tury was rising global inequalitics.

Pro-poor growth is necded—both tor
reducing poverty and for making growth a
stronger and more indigenous process. Particu-
larly important is acceleranng growth i the
poorest and least developed countries, with
growth rates of at least 3% per capita main-
wained for three decades. An umportant step
would be to establish an intenauonal transfer
mechanism to encourage resource flows to poor
counuies—through private investment and
through purposeful allocauon of global rev.
enues derved from taxing pollunon or charging
for use of the plobal commons (se¢ below)
Another would be 10 create an international
task force to focus on possible actions to
address the widening gaps berween rich and
poor countdes, including setting ume-bound
goals for narrowing the gaps between the indus

YPOYRGEIO ERGASIAS

trial countries and the poorest and least devel-
oped countries.

As Professor Jun Tinbergen, the first Nobel
Prize winner in economucs, wrote a few years
ago. “there should also be redistribution at the
international level through development co-
operation. . . As the world economy becomes
increasingly intcgrated, so the redistribution of
world income should become similar to that
within well-governed nations” (F{umzan Devel-
opment Report 1994, p. 88).

PROMOTING EAIRER TRADE,
ESPECIALLY FOR THE POOREST COUNTRIES

Both developing and developed countries
need to do more to ensure greater benefts for

Extremes of inequality
permeate and poison
globalization and polari
many reasonable and
desirable attempts to
manage it better

BOX 56

For almost 23 years this piopcering treaty of
development cooperation guaranteed the
African, Caribbean and Pacific (ACP)
staves fmancial aid and preferential market
access o Europe. The current Lomé con-
vention will expire in February 2000. The
Europeap Union and 71 ACP states are
engaged in negodiations 1o renew it.

“The first of four weaties undes this
framework wes signed in Lomé, the capi-
tal of Togo, m 1975. It started out with
high ideals. Its fundamcnral prinaples
called for equaliry between the partaers,
respect for their sovereignty, wmutual
interest aod interdependence and the
tight of each purtner to devamine its own
palitical, soctal, cultural and economsc
palicy optons.

The European Uniao is suggesting sub-
stanaial changes 1o the Lomé conventon.
Europesn policy-makers argue thet Lowé
did ot work. They say that the convenuon
did lmde o pull the ACP stmtes our of
povesty. Moreover, Eutopean policy prior-
tzies beve shifted. Donor fatigue, ocw pan-
pess in Eastern Europe and budgetary
constraints due to the strict Masstricht ori-
teris castributed to s change in European
stitode towards the ACP states. In addi-
tion, the European Unioo claums thar Lome
i8 Dot i sccord with the rules of the World
Trade Organizstion

If the European Umoo's plans are
implemented, 2 large group of ACP sistes
msy experience 3 massive detenoration in
Sourax Kgunan and Stevers 1997.

Renegotiating Lomé—ove size doesn't fit all.

mnskezmto&nope,f"v 5

the European Unson.
Under these plans, free trade

mcondmamlﬁmmlmd.'l'hm

mybcmdxdsoweafﬁﬁlin‘
tade ares with the Europeaty ﬁu
plmngdxeGeacnlSymomeﬁmﬁx

What can be done? !

* Ewopeans munt por abendon ﬂl
commitments to the ACP mmed' Yh
should realize tur Lomé spplied atie get
palicies to 71 different countries. Thisoo
suz-firs-all approsch eventwally did's
wtk.Amew-dofdx&lﬂfmym
mdmhmﬂ&vusuyd:th@ s,

¢ Previously, ﬁmnddmppmtm
s 8 hup sum o ACP! .
wpmmd&mwv
tutions "ﬂusunbeoduvad".. :

dosely.

. msmmUmmﬁﬁ
mix of policies. Free trede arcas.c
ﬁxsccmthncmcumpem.h

ble sectors, such as _.
cither recerve financial aid orbie

} REINVENTING GLOBAL GOVERNANCE —FOR HUMANITY AND EOQUITY




25-APR-2000
I .

16:16 YPOYRGEIO ERGASIAS

T R

s

developing countries in rrade, improving mar-

ker access and the terms of (rade, espeaally for

the poorest and least developed countries (box
5.6). Trade liberalizauon can benefit develop-
ing countries, and they should in pninciple be
willing to engage in new mutilateral negotia-
tions. But before new global trade talks start,
developing countries must be assured that pre-
vious agreements and promises will be kept
The Mulu-Fibre Arrangement must be elumi-
nated. as promised by developed countries.
And the use of antidumping measures against
the poorest countries must be curbed.
Speeding the elimination of domesuc agn-
cultural support and export subsidies 1 the
industnial countries would help ensure access
to markets for agricultural products. And regu-

" pOXS7
g Developing countries and trade—
i active puudpntion in the millennium round
Fiveyundta dtmdddleUrugmy scem 10 have overused their right to pol-

lute. If they want to continue to do so,
property rights io trade negotiations snd
demand compepsation An aggressive
pursuit of propesry rights could yield the
developing countries both potential eco-
nomic benefits and vegotisting leverage.
¢ Win-wm: erpsronmental concessions
and trade liberaliiation. Braadening the
negotiating agenda to indlude issues such as
the environment does not have to be disad-
vantageous to developing countscs. It can
also open opportunities. Countries with
signficanr esvounmental assess  (rain
forests in Brazil, Cameroon, the Democra-
tc Republic of the Congo, Costu Rice,
Indooesis, Malayuia, Thailand) could make
concessions to schieve benefirs in othes
aress. ln exchange for protecting or cven
rebuilding rain forests, developing cous-
tries could ask QECD countries to level the
playng field o wade, ipvestoent or
antidurnping messures.

e Together, §f you can. Developing
countries oeed to get better organized
and negosiste in groups. Their political
leverage incvessed  dusing the Uruguay
Round. - Toddy, developing countsies
sccount for 30% of world trade. Regional
ot sectoral alliances may help developing
countties increase their standing in wrade

lanons governing food safety, animal and plant
health and the safety of farm workers need to be
implemented in ways that minimize the risk
that they wil be used as protectionist
measures— say, by:

* Devising multlateral standards and
encouraging the spread of mutual recognition
and equivalency agreements.

e Requiring product labels that include the
origin and attributes of each product.

¢ Ensuring credible regulatory agencies that
are separate from those responsible for farm
SuppOIt programmes.

International support to help poor coun-
tries expand agricultural exports would offer
triple benefits, It would encourage production
in areas of the world with many comparative
advantages and much lower use of fertilizers
and pestiades than is typical in industrial coun-
tnes. It would help maintain crop and seed
diversiry. And 1t would encoursge exports and
producuon as a step towards economic devel-
opment in poor countries. -

A new round of trade negotiations-—the'
millenium round--is in the works {box 5.7).
Much is at stake, and developing countricsneed
10 be ahead of the issues, not behind them.

REDUCING THE DEBT OF THE POOREST
COUNTRIES

Slow progress in tackling the accumulated debt
of the 4! heavily indebied poor countries
(HIPCs) is one of the clearest examples of bow
globalization has been failing the poorest and
least developed countries (box 5 8). For several
years most commentators have agreed that the
debt of these countries is excessive and
unpayable. Yet the actions have so far been
minute in relation to the needs,

The debt burden has undermined growth,
health and education. Only 2 HIPCs have
achieved growth rates of more than 2% pes
capita since 1980, while 9 did so between 1965
and 1980. Debt service payments exceed annual
expenditure on health and education in 9
HIPCs, and they exceed health spending in 29,
indluding 23 in Sub-Saharan Africa (table 5.1)-
Tanzania's debt service payments are nine timcs
what it spends on primary health care and four
times what it spends on primary education. " i;
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Usder the HIPC initiative, i takes six years
for a country to become eligible for debt relief
'lhﬂpmodshouldbeshaxply reduced, by half or

. - more. The debt sustainability ratio—the amount

d debr: that is deemed managesble by an
mdched country—must also be lowered, from
Mo%oiacounuysmnualexpons to 100%

. orless (table52). Debt payments are deemed

bearsble &t 20-25% of a counmy's annual
exparts. This should be reduced o 10% or less.
In short, the poorest countries need more sup-
- port and more breathing space to restore growth
and accelerate human development.

The sum required to fund the HIPC inita-
tive has been officially estimated at $7 billion—
less than 5% of the $170 billion mobilized for

_East Asis and ‘Brazil (though it is needed on

grant not loan terms). One argument against
fastec debt relief is that the resources for it
would have to come from other concessional
funds, “robbing Peter to pay Paul”. This need
not be. Debt relief for the poorest countries
could and should be financed from new and
additional resources. These could come from
sales of IMF gold or new allocations of SDRs—
even from special contributions, just as for the
bailout of the Long-Term Capital Management
fund. By the test of human development, Sub-
Saharan countties and the other HIPCs deserve
more support.

MORE AID, BETTER ALLOCATED,
MORE [ISEFUL

q.kbot@ official development assistance
ODA) has fallen since 1994 (table 5.3), there

_ aresome signs of recovery. Six donor countries

S NI

T _?d!e Umted Kingdom by the most. And four
: conhnue 10 exceed the 0.7% of GNP target by

an usy mmgm—-—ark, the Netherlands,
Norway ‘and Sweden. The increases will help
affser the much faster decline in aid budgets in
ndauam to other public expenditures.
Implemmung the commitments to the least
developcd countrics remains ane of the highest

| priorities. apeazlly the commitment that each
" donor allocate a minimum of 0.15% of its GNP

to these countries. Few of the poorest countries

have much chance of receiving substanual for-

. tign direct investment, so they depend on aid,

YPOYRGE 10 ERGRSIRS

especially for expanding basic health and edu-
cation and raising growth rates.

A MULTILATERAL AGREEMENT
ON INVESTMENT ~— FOR PEOPLE

Negotiations on the Multlateral Agreement on
Investment collapsed—a casualty of unrecon-
cled differences of philosophy among devel
oped countries. Mote setious was the secrecy
surrounding the negonations and the tailure to
bring in all the countries involved Negotiations
on a new agreement must start with a more
equtable process and clearer acceptance of the
need to achieve equitable results not just for
capital —but for people.

The process of negouating the agreement
will determine its success. Talks need (o be
open. Participation of developing countries
and of avil socrety ts cructal. National treat-
ment of capital must be tied to the concept of
sustainable development. Most-favored-nation
principles for investment do not preclude

B8QX 5.8
Debt—a need for accelerated action
Exteroal detn contirues tobe sheavyburdes  period of six years of good pedformance

' for developing countries. In 1957 the toal  before eligibility should be redwerd|to
debxt of developing countnes reached almost  three years or even less, pmdeddeb&ot
22 uifion. Hardest hit heve been the 41 countries work dosedy wih the Woidd
beavily indeboed poor countries (HIPCs), 33 Baok and the IMF and follow agreed
of thems m Aftica. Thar debx burden, $245  principles.
biflion in 1996, drams pubbc budges, © I some cases partial or total debr for-
absorbs resources needed for human devd.  giveness by the Paris Club is also peeded.
opment and inhibirs ecopamic grouth, Denmark’s cincellation of developing:

Since 1980 the debr of the HIPCs hes  country debe worth $635 million and Ger
more than tripled, two-thirds the result of  many’s deb initigtve are leading exemgples
arresrs unpaid ot eaddier debt. Moreover, e for QECD countries Other | indusriel
natare of debt has changed. In 1980 more mmah:veforymddxmhgﬁm
than balf of «Bl debr was owed w povare  easlier aid support—but notall
creditors—in 1997 barely & fifth Todsy's © Showing how debt puyments squeesc's
debt crisis i3 ebowt offical debt—increas-  counury's capacity to provide edncation
ingly deix owed to moltilateral wstinstions  and health to all its children would belp o
sxch & the Internaticnal Manetary Fund bnngbomemtbcgmdalpnhb&:themda
and the Wotld Bank. The shuft from private  significance of the debt problem—and the
debx to official nd wultilseral debt opens  urgent need for action.

" the door for policy-makers to find solutions @ Cancellstian of al} debt of the most
oo the debt crisis. mpoverished developing countries is. the
® Ap accelerstion of debt forgivencss  objective pursued by the Jubilee 2000 ini-
.undet the HIPC initistive is cssental Too  tiagve. Sponsored by many churches and
" few of the poorest countrics are cligible NGO, the itiative links the yesr 2000

| ander the intistive, which may leave some  with  the  biblical concept of delx
countries in @ wery Gght spot. The covisaged  forgiveness. 4
Sourox: UNCTAD 13885 UN 1998b. |
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codes of conduct for big corporations. Gov-
emnments must retain full discretion to set envi
ronmental and labour standards.
NARROWING TECHNOLOGY GAPS
In an era of sweeping technological advance, it
is mexcusable that human poverty should per-
sist—and that the technological gaps are widen-
ing. Poor people and countnes need a berter
 TABLE 81
lwlluﬂy indebtad poor countries, 1995
Pyblic expenditure
External dett on on On
As Debtserwice education  health miltary
USS %of &s%of (% of (% of (% of
Country bifions GNP GNP GNP) 2 GDP) ® GDP)
ticaragua 10 670 19 4 4 2
Angols 12 S0l 20 ¢ 3
m w 2 394 20 5 “ 1
" Guinea-Bissay 1 380 7 . 1 3
Congo 6 350 n 6 2 3
: 6 327 9 6 5 5
Congo, Dem
fep. of the 13 282 0.5 0.2 03
Mauritania 2 231 12 S 2 3

Soure: World Bank 1938c

4. Dzta are (o most tecant year evanigble during 1990-95

mml_dubt of the 41 heavily indebyted poor oountﬂes. 1992-96

b 1992 1993 1934 1595 1996
- Total debt mumom) 229 235 247 254 245
Deibt service US$ bitions) 10 8 9 12 n
nnmmm) 2 17 19 20 16
et stocksAnports (%) 461 495 493 LE) 344

Souse: UN 1998,

1Siwnhcmmussmwmmwm

1988 1993 1934 1995 1996 1997

48 56 6Q 60 S8 S0

Vit 37 .0 39 ..4Y, 41 39 32

W T 18w 190 18
6 59 62 - H S7 48

8 27 .27 28 24 27
13 .15 160 17 14 14

25 33 .33 .35 26 20
19 24 27 20 22 20
24 15 23 17 18 17
15 13 13 .03 22 .
22 1w 18 713 13 0

P.16
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deal from technology's brmhhmughs
* Global govemnance of intellectual pr
rights under the agreement on Trade-R
Aspects of Intellectual Property Righ
TRIPS, must be broadly and fully review
create a system that does not block devel
countries from knowledge or threaten
security, indigenous knowledge, biosafet
access 1o health care. _
* The TRIPS agreement must recognis
nghts of local communities to their tradi
and indigenous knowledge:-and! encor
fair and just compensation for the use o
knowledge.
* Consumers and producers in dcvek
countries must be prorected. Price cor
should be permitted or encouraged ani ce
patented products for producuan by
farmers and for basic bealth and educa
Price controls are especially Impomm
pharmaceutical products, with treatment
HIV/AIDS an obvious exzmple; L;
* Governance of global commumcaatio:
especially the Internet—must be broadene
include the very strong interests of develo,
countries in decisions on Inrernet proto
taxation, domain name allocmon and "
phony costs. b i
o Public investment is neededin:techn
gies to meet the needs of poor people
countries, from drought resistant, rol
seeds to bumidity-resistant, solar-powe
computers.
* New funding mechanisms should be
ated to ensure that the information revolw
leads to0 human development, pot human po
1zation. Two proposals—a bit tax and a pa!
tax—would raise funds from those-who alre
have access to technology and use them to h
extend the benefits more widely.

SPECIFIC ACTIONS TO STRENGTHEN THE
BARGAINING POSITION OF POOR COUNTRN
IN GLOBAL GOVERNANCE

Large inequaliies of economic power @
influence are embedded in most internatio
institutions. Often this is justfied on !
grounds that those with the Jargest stake in:
outcomes have most to lose—and. that d
raust have greater influence to ensurel “respe

HUMAN DEVELOPMENT REPORT 1¢
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'decxslons If stake means financial out-
sqoe, thismay be true. But if stake refers 1o the
gumber of people affected, often hurt, this jus-

" gfication looks very thin (rable 5.4).

 Votng arrangements nced to be revised—for
faimess, efficiency and political viability. If they

gze not, those shut out may change thewr minds

gbout the virtues of participating in the system.
There must also be some agreement on the need
wogive much more attention to the interests of the
- countries and, over time, to narrow the gaps
between them and the better-off countnes.
knproving instituuonal accountabiity is a

- priority in the reform of wtemational pover-

YPOYRGE IO ERGRSIAS
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nance. Decision-making 1 international trade
and finance needs to be more transparent, and
ndependent evaluations of international pub-
lic policies can be a first step towards increased
accountabuity. The World Bank's Operations
Evaluation Department and the IMF's inde
pendent external evaluation of its Enhanced
Structural Adjustment Faclity programmes
are furst steps i the mght direction. Other
priorities:

e [Establishing an ombudsman mechanism
withun the WTQO, World Bank and IMF to inves-
ngate cases of alleged bias and injustice in their
operations.

Security Counal

Chiria, Hibnce_ Russian Federation, Unned Kingdomn,
United States

Bolivia, Bosnia and Herzegovina, Botswana, Brazil, Brunei Darussalam,

. Western econontic powers Canada France, Germany, aly, Japan, United Kingdom, 64.0 el B
United States f
Western economic powers Beiglum, Canada, France, Germany, Raly. Japan, Netherfands, 67.8 s
m Switzerland, United Kingdom, United States
¥G- Westem economic powers Wmﬁ.!mﬂ Canada, Ching, France, Genmany, n.e 648
; and emerging markets Hong Xong (China, SAR), Indi3, indonesia, haly, Japan, Republic of
5 Kaorea, Malaysia, Mexxo, Voland Ruswan Federation, Singapore,
g_ South Africa, Thailand, United Kingdom, United States
#G-24 Major developing countries  Algana, Argenting, Brazi, Colombia, Demoaatx Republic of the Congo, 83 346
é Céte d'oire, Egypt, Ethiopia, Gabon, Ghana, Guatemals, India, lamic
3 Repubiic of Iran, Lebanon, Mexco, Nigeria, Pakistan, Pery, Philippines,
5 St Lanka, Syrian Arab Republi, Tanidad and Tobago, Venezuela, Yugoslavia
3 .
RG-77 Developing and transition gola. Arigua and Barbuda, Argentina, 169 76.0
I oomtriang Mhm Bangladash, Barbados, Beize, Benin, Bhutan,

Burkina Faso, Burundi, Canbodia, Cameroon, Cape Verde, Central

African Republic, Chad, Chite, China, Colombia, Comoros, Congo,
Demooabckepubkofd\e(ongo Costa Ria, C&te d'hoire, Cuba,
Cyprus, Djibouti, Dominuca, Dommican Republic, Ecuador, Egypt,

£1 Sahador, Equatorial Guines, Entrea, Ethiopia. Fiji, Gabon, Gambia,
Ghana, Grenada, Guatemala, Gumea, Guinea-Bissau, Guyana, Haiti,
Honduras, india, Indonesia, Istamic Republic of ran, Irag, Jamaia,

Jordan, Kenya. Democratic Reople’s Republic of Korea, Kuwatt, Lao People’s
Dmurmnepwﬁ:.ubawn Lesotho, Libefia, Libyan Arab Jamaturiya,
Madagascar, Malawi, Malaysia, Matdives, Mali, Malta, Marshal isdands,
Mauritania, Mauritiys, Federated States of Micronesia, Mongotia,

Moroceo, Mozambigue, Myanmar, Namibia, Nepal, Nicaragua, Niges,
Nigeria; Oman, Pakistan, Occupied Palesurian terntory, Panama,

Papua New Guinea, Paraguay, Pery, Philppines, Qatar, Romania, Rwanda,
Sant Katts and Nevis, Saat Luda, Saint Vincent and the Grenadnes,

Samoa (Westem), SBo Tomé and Principe, Saudi Arabia, Senegal, Seycheltes,
Sierra Laone, Singzpore, Solomon slands, Somalla, South Africa, Sn Lanka,
Sudan, Suriname, Swaaland, Syrian Arab Republic, United Republic of
Tanzania, Thaidand, Togo, Tonga, Trinidad and Tobago, Tunisia, Turkmenstan,
Uganda. United Arab Emiates, Uruguay, Vanuatu, Venezuela, Viet Nam,
Yernen, Yugosiavia,* Zambia, Zimbabwe

4, Canrot partidipate m the acuwites of the G-77
Source Human Development Repan Office.
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structures (box 5.9).

* Adapung legal aid to provide support to

and strengthen the bargaining position of weak

countries. Legal aid and capacity-building pro-

grammes for the poorest countnes could

increase the participation of poor countries in

international trade and financial organizations,

allowing them to establish missions and hire

experienced staff Some Latin Amencan coun-

tnes, backed by two or three members of the

European Union, floated the 1dea of funding a

B Lo d ' legal centre to help developing countnies pre-
pare or defend cases under the WTO's dispute

sertlement system

tries and people

2 fe 1 e Sering some long-term goals and broad
1 guidelines for narrowing global ncome gaps
T : and securing larger shares of the benefits from
AL IR trade and financial agreements for poor coun-

NGOs and globsl sdvocacy

'd!e 19705 activists were urged o NGO have put pressure on all the UN |
agencies a3 well & governments to follow
up oo the goals and commitnents of the
global confezences.

Fo:uhenuopmooLNGOuhm'

UMD
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® Encouraging the involvement, formal or
informal, of NGOs and non-offical protes:
siopal proups in the discussion and review of
proposals and policies, especially those affect-
ing groups underrepresenied in the tormal

Developing countries can do much mote to
strengthen their own bargaining capacity and
positions. Priorities here include:

* Building and strengthening third world
and regional collective organizations. There
i1s no developing country group equivalent to
the G-7 or to the OECD, even though at times -
there have been efforts to strengthen such bod-
tes as the G-15. the G-24 or even the G-77.

® Using regional ecomomic arrangements
to develop and coardinate common positions
1n negolwations on economic issues. In Latin
Amenca Mercosur and the Andean Comrau-
ruty have already proved useful in establishing
negotiating posiuons during trade talks with
the United States, Canada and the European
Union In the 1990s the number of regional
trade agreements increased significandy.
Greater efforts are needed, especially in Sub-
Saharan Africa, to tiansform regional ot subre-
gional economic integration schemes tinto
strong platforms of common interest.

e Developing regional initiatives on frman-
ctal and monetary matters. Such initiatives .
could focus on providing early warning -of
financial crises, supplementing international
resources and formulating structural adjust-
ment programmes while encouraging a mave
to peer review of national programmes and
ensuring that the programmes relate more
closely 1o recipient countries’ economic and
financial systems

*  Ensuring stronger professional support to
the poorest and least developed countries in
negotiations. especially those relating to trade.
investment and growth prospects and to long:
term insututional restructuring. The G-24
research programme offers some support to
developing country representauves and deci-
sion-makers in trade and finance, but it s sull -
primardy donor-funded and has no full-time or
on-site staff, It merits fuller support from devel-

oping countries themselves.

START NOW
TO BUILD THE GLOBAL ARCHITECTURE
REQUIRED FOR THE 2IST CENTURY

With the new challenges of globalizanoa, and

the need to ensure stronger action on old prob-
lems and new, the time has come to rethink the

HUMAN DEVELOPMENT REPORTm
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global avchitecture. Some of the key elements
. of animproved international architecture:

'@ A stronger and more coherent UN system,
with greater commitraent from all countries.

o A global central bank.

- o A world investioent wust with redistribu-
| tive funcions and transfer mechanism.

'§ ¢ A word environment agency.

§ o A'revised World Trade Organization, fairer
‘¥ gnd with an expanded mandate.

¢ An international criminal court with a
brosder mandate for human rights,

¢ Abroader United Nations, including a two-
chamber General Assembly to allow for civil
society representation.

Eardier Hurman Development Reports rec-
ogowzed the need for major changes in global

-ernance if human development was to be
on & global scale. The recent cnises
underscored this need and made people and gov-
emmennts more aware of the case for fundames-
tal changes —and more ready to consider them.
New and stronger nternational institutions
of global governance can be seen as global pub-
bc goods. At the national level, public goods
bave been recognized as vital when the market
bas neither the incentve nor the mechanisms to
meet g public need. With growing globaliza-
tom, international public goods are now
peeded for similar reasons {(box 5.10).

This new perspective is much more than a
change of terminology. To recognize the need
for global goods is to accept the importance of
actions of global governance beyond the

acity of individual countries to provide, to

lish a rationale for new forms of financial
support that countries need to ensure but to
recoguze also that without special efforts
such support may not be forthcoming These
issues become mauters for political advocacy
and educarion on globalization, in which all
countries have a role and a stake. Five basic
clemuents are needed in a new international
architecture of global economic governance.

STRENGTHEN THE UNITED NATIONS SYSTEAM,
GIVING 1 GREATER COHERENCE TO RESPOND
TO BROADER NEEDS OF HUMAN SECURITY

|, More actions have been: taken in the past few
. years 1o strengthen the UN system than in any

i i
i |[
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previous decade: hugh-level global conferences
to establish goals and commitments, internal
reforms to wncrease focus and efficiency, the
creation of a UN Development Group bringing
together the development agencies to
strengthen field-level action and initiatives to
encourage closer working relationshups with

.19

the World Bank and the IMF

In paralle] wath these, the Economic and
Sodcial Council (ECOSOC) has adopted several

BOX S0

Ecrﬁuwethwgb:drmhwwwt
there. But now it is m bere, a key issue oo
the national palicy agendas of most coun-
tries. The reason is that to avord further
depletion of the czone shield, the use of
chlorofluorocgrbons bas to be reduced in
every country. The same point cao be made
for the supospbere. epergy use has ro
change everywbere w reduce the risk of
global warming

Cooversely, bealth, employment and
equity, previously thought to be quintes-
sential domestic ¢oacems, now figure oo
intemarional policy agendas. Take the 1995
World Suramit ap Social Development,

. which focused op imues of povarty,

employment and socal cobesion.

Why thrs intermiugling of concerns and

des?

agen
® Open borders. While borders continue
to be important, they have became porous
as a result of falling tariffs, loosenwg capi-
; tal controls and spreading information
!(wdmuhgy Opennens allows global goods
i g0d bads to trave with ever-greater case.
¥%a, good bealth, redoced grecnbouse gas
, emissions and peace and security in all
{ COUnCS MAlter €VEN WOTe.

3 ® Systensic risks. Inrernstians) fnancial
¥ markets produce boom aod bust cydes
; and present inherent fusks. If global warm-

" ing is allowed to procecd, we may face cli-

- maatic changes with as yer difficult to
7 predict comsequences. And i global

inequity comtinues unchecked. the global
. socal fabnc could come under severe
suan. Because of the growing numbes of
systemic risks, the international commu-
tuty faces the challenge of staying within
limis (sustansble pollunco levels),
. gchieving specific wrgets (for poverty
ceduction) or providing risk insurance (for
countries affected by finandial contagion).

Soure Kayl, Grunberg and Stem 1999,

T

- Globa! public goods--the missing element e

» Tramsnations! actors. In bme#
and civil society the pumber of transns-
tional sctors bas been growing. And these
actots are placing more pressure on gov-
emments to basmonize policy~-such as
standardizing macket rules for benking
supcTvsion ot recognizing unjversal lm
man rights.

These trends tum many naunnll »
public goods and bads into global public
goods and bads—~and place global con:
cerns, potably those about the natural
global commons, op wational policy
sgendas. So, the number of global public
goods—non-rive! avd non-excludable —
is growing. Noo-rivalty means that one
person's consumpuon of a good does no¢
detract from another’s enjoyment of it
Non-excludability means that it is difficudt
and costly, if not impossible, to prevent a
person from enjoying & public good once
1t exists. Peace is one such pon-rival, non-
excludable public good.

Today’s policy-taaking is ill equipped
10 handle 1odsy's global public good issues.
Threx major policy deficits exist:

s A urisdicttonal gap— While the palicy
wssues are global in nature, palicy-making is

stll primarily nanional in focus and scope.

* A pertiapation gap — While we are -
ing w s multi-sctor wordd. mtemstional

cooperation is stll prumarily intergovern-

mental.

*  Ax incentwe gap— While cooperatot |
works enly if it offers 3 dear and fair deslto |
all partes, today’s international coopera-

tion is often smalled by cobcerns ebout

equity and fauness

Sustainable, broad-based development
depends on cloging these three gaps—on !
restockang the toolkir of policy-makers to |
equip them for cooperating in the provision
of global public goods.

' REINVENTING GLOBAL GOVERNANCE— FOR HUMANITY AND EQUITY
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Keynes's original proposal
was. that the global
monéwry authority should
have access to resources
equrva/ent to 50% of
worfd imports

YPOYRGE IO ERGRSIAS

new ways of working, including holding joint
meetings with the IMF-World Bank Develop-
ment Communiee and inviting distinguished
specialists to address the councl. These have
been mmportant for enbvening debate and
improving relevance in ECOSOC—bur the
counci) stdl has not been given the status of
senior decision-making body on economic and
soctal matters as epvisaged by its founders. Cal-
lective decision-makuing on economic and social
matters remains with a variety of other bodies—
the G-7, the World Bank, the IMF, the WTO.
As a result, global decision-making still lacks
coherence and geographic balance, with key
decisions made in different bodies and no clear
mechanism to bring the elements together
Vanous suggesuons have been made 1o rem-
edy this. Eatlier Human Development
Repores—and the Commission on Global Gov-
ernance 1 1995 —proposed an economic secu-
rity counctl, with equal numbers of developed
and developing countries end veto powers 1n
each group to build confidence. Some have sug-
gested that the exisung ECOSOC should set up
an executive committee with delegated powers
for deaision-making on certain matters or split
1nto two bodies, one for decision-making on eco-
pomuc matters and the other for social marters.
Other mechanusms would be possible,
depending mostly on whar could command a
political consensus. Three criucal needs:
» For a broad consensus among industrial
and developing countries, rich and poor, and
for a stronger and more open decision-making
process on next steps in economic and social
issues of global governance.
» For national povernments to work out
arrangements to harmonize their nauonal posi-
tions and representation in the institutions of
global government. Today, global management
suffers because many countries lack coherence
between positons taken by their finance min-
istries (which generally represent them in the
Bretton Woods insurutions), their foreign min-
istries (which generallv represent them in the
Unured Nations in New York) and other min.
istnes (which represent them in the World
Health Organization, Food and Agnculure
Organization, UNESCO, Internauonal Labour
Organisation and other bodies of the United

Nations).

P.20

* For clear agreement on a division of labour
among the United Nations, the World Bank
and the IMF.

The 1ssues in reforming global governance
are a good starting point. Because the issues are
so wide-ranging, a joint committee could be set
up at the highest level to steer discussions and
negotiauons, recognizing that governments
will probably choose to pursue most matters in
existing institutions. But to get legitimacy and
balanced representaton in the final result, the
United Nations will have to be involved m the
overall process and the final decision-making

MOVE TO A GLOBAL CENTRAL BANK

Just as countnies need central banks, so the
world needs a central bank 1n the 21st century.
The recent establishment of the European Cen-
tral Bank demonstrates the perceived need
among some of the richest industrial countries.

A world central bank would help stabilize
global economic acnvity by performing seversl
vital functions: :
® Acung as lender of last resort.

e Regulating financial institutions and flows.
e Calming financial markets when they
become jittery or disordesly.

e Creating and regulating new international
liquidity.

Enlarging the mandate of the IMF would
be onc approach, though this would nccd m’be :
accompanicd by measures 1o ensure. greawer
sensitivity to human concerns and broader per-
spectives on economic and social pohq'
Another would be to establish a world ﬁnuncml
authonry.

The Asian crisis has demonstrated thc peﬂd
tor a global monetary authority to have acoess o
much greater financial resources. Keynes'siorig:
nal proposal was that the global ‘monetary
authority should have access to resources equiv-
alent to 50% of world imports. The US coupres-
proposal was for 15%. Even with the specidl
cfforts during the recent crisis, IMF resources
remaun less than 3% of world imports.

Several mechanisms ase available to expend
global financal resources, including a rwhﬂ‘-d
issue of special drawing rights and agmunw
with the main central banks to permit

swap arrangements. Quick access fo ﬁmﬁﬁﬂﬁ

i
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may be as impostant as the size of the resources
available. Procedures to achieve this need 1o be

explored, such as advance agreements on provi-
sional lines of credit.

CREATE A GLOBAL INVESTMENT TRUST AND
TRANSFER MECHANISM

There is an urgent need for new mechanisms to
generate additional flows of resources to poor
developing countries as well as new funding for
global public goods. Private investment flows
are important, but experience shows rwo major
problems. First is their volatility, especially
portfolio flows. Second s the tendency for for-
eign direct investment to be concentrated in a
small number of developing countries. [n 1997
almost 70% of al} foreign direct investment to
developing and transition economies went to
just 10 countries.

There are.several possible ways to generate
such additional revenues:
= Mobilize resources as a by-product of rev-
eoues raised from polluter-pays charges on
global pollution.
e Charge rents or royalties on the use of such
“global commons”™ as under-seabed mincral
resources or radio waves.
» Introduce taxes on such iems as interna-
tonal air tickets.
» Implement the Tobin tax proposal—to levy
a charge on short-term financial movements
and restrain volatile flows of short-term
finance. Some of the proceeds could be
invested in poor countries.
e Blend concessional finance with private
lending and make the proceeds avalable as a
third window for middle-income countries.
Separately or together, these proposals could
improve the operation of the global economy
and generate billions of dollars a year.

CREATE A WORLD ENVIRONMENT AGENCY

The Earth Summit in Rio de Janetro in 1992 esu-
mated the cost for developing countnes to adopt
sustainable development pracuces ar $600 bil-
lion a year, of which $475 billion would need to
come our of their own resources and $125 bil-
hoo from new and addimona) intemauonal
resources.

YPOYRGE IO ERGARSIAS

The Global Environment Faclity (GEP),
established in 1991, 15 a poor cousin to these
ambitious plans. Jointy implemented by the
World Bank, UNDP and the United Nations
Environment Programme (UNEP), the GEF
provides funding aimed at achieving envison-
mental benefits in four areas: climate change,
loss of biodiversity, pollution of international
waters and depletion of the ozone layer. At Rio
the scope of the GEF's funding was broadened
to include land degradation, primanly deseru-
fication and deforestation, where this is linked
1o the four focal areas. Since 1992 some $2 bi-
lion has been pledged tfor acuvines supported
by the GEF.

Relative to today's global economy—and
the global challenge of sustawnability— present
structures and levels of global support are
minuscule. Needed is a world environment
agency, possibly develaped from UNEP, with
much larger resources and broader functions:
* To oversee the global environment, pre-
senting repotts and posing tssues for review and
policy-making.
® To broker deals.
® Toserve as a clearing bank.

One important focus of that agency would
be to encourage the removal of perverse subsi-
dies and shift the resources released to duect
support of envirorunental protection and other
measures (including employment creation). An
Earth Councy study estimated that developing
and transition economies spend $220-270 bil-
lion a year on such perverse subsidies, mostly
for energy and water. Some esumates suggest
an even higher figure. Massive resources are
clearly being wasted, and there is a strong case
for beneficial reallocation.

For 1ts dlearinghouse functions, the agency
would overser trade n permuts for greenhouse
gas emissions, along the lines explored i the
Clean Developrent Mechanism proposed m the
Kyoto and Buenos Aires climate conferences
Emission rights could be borrowed or lent, but
not sold—thus keeping the marker compenuve
and avoiding any sk that developing countnes
might lose long-term control over ther nphts. [n
addition to promoting environmental sustainabil-
ity, the dearinghouse would be a new mechanusm
for mabilizing additional financial resources for
developing countries, especially the poorest.

RIEINVENTINQ GLOBAL GOVERNANCE - FOR HUMANITY AND EQUITY
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These proposals could
improve the operation of
the global economy and
generate billions of
dollars a year
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Pegple in all parts of the
warld need to join in the
debate and to make clear
their interests and

cornicerns
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Environmental governance should also be
improved—Dby reviving the proposal that the
Trusteestup Council of the United Nations be
given a8 new mandate to preside over issues
relating to the use and protecton of the global
commons, guided by concem for the secunty
of the planet.

Maxe THE WORLD TRADE ORGANIZATION
FAIRER AND GIVE IT A MANDATE OVER
MUL TINATIONAL CORPORATIONS

The World Trade Organization. sall on an
upward trajectory following its creaton in 1995,
marks 2 major step forward from its predecessor,
GATT. It has established a rule-based system tor
monitoning internadonal trade and for sertling
disputes. More than 130 countnies now belang to
it. And its voting system offers farrer representa-
uon than that of the Bretton Woods institutions.

But it is far from adequate, given the long-
terro prionities for improving the situation of
developing countries. And although its playing
field is apparently more level, the very unequal
size of the players often pits Gulliver against a
single Lilliputian

Other functions for the WTO need to be
explored in the long run. Mulunational corpo-
rations are involved in more than 60% of world
trade and dominate the production, distribution
and sale of many goods from developing coun-
tnes, especially in the cereal, muning and tabacco
markets. About a third of world trade s con-
ducted as intrafirm trade within mulunauonal
corporations, bypassing altogether the free play
of genuine market competition. The mandate of
the WTO needs to be expanded to give it ant-
monopoly funcuons over the activities of multi-
national corporations, including producuon,
working in close collaboradon with national
competition and antitrust agencies.

P.22

Achieving a comprehensive global
petition policy might not 'be feasibl
progress could be made on several fror
® Agreements could provide for in
tional oversight of the implementat
domestic competition policy rather th
international rules.
¢ Anpinternational agreement could b
tted to the issue of price discriminatio
predation, which would allow the ek
tion of antidumping rules.
¢ There may be opportunitiesfor inc
cooperation through bilateral and re
agreements where differences: in an
laws are smaller. A multilateral agre
could be negouiated to lay out a set of
mum standards for national policies in
of international consensus.

One strong reason for adopting an
national agreement on compelition p
is to eliminate antidumping actions,
when countries are deemed to be dumg
selling below cost.

ALL THESE ACTIONS BEGIN WITH PEOP!

The world is rushing headlong into §
integration—driven mostly by eco
forces and guided mostly by s philoso
market profitability and economic
clency.

Much debate is under way—but 1t
narrowly focused, too geographically
anced and driven too much by econom:
financial interests. People in all parts
world need to join in the deb ‘ dix
clear their interests and: comcemns
process of reinventing global gove
must be broader, and human, develc
can provide a framework far’ this
ration. It is time to change.

]
£l

HUMAN DEVELOPMENT REPC
TOTAL P.22



—

JOURNAL

TIME : 25/P4/28@@ 16:19

NAME

FAX

TEL
DATE TIME Fax NQ. /NAME DURATION PAGE(S) RESULT COMMENT
25/04 15:55 23:27 22 QK RX ECM

C\' : COVERPAGE

CA : CALL BACK MSG
POL: POLLING

RET: RETRIEVAL




