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UNCTAD's 2009 report on the least developed countries (LDCs), "The State and Development Governance", does not tell us much as it is so ambiguous and full of contradictions, particularly between its analyses on agriculture and industry, as if they had been written ignoring each other totally. These contradictions should not surprise us as Supachai Panitchpakdi, UNCTAD's Secretary-General since 2005, was previously the WTO's Director-General. 

I – The overview and three first parts are very disappointing
1) The recommended solution to avoid that the LDCs be plunged even more in their structural crisis is that they should intervene more directly in the economy, which is good, through becoming "developmental states" as the Washington consensus has passed over and as "The recent financial and economic crisis has exposed the myth of self regulating markets". The report underscores that, if the developed countries have pumped huge fiscal stimulus packages into their economies and some larger developing economies as well, "most LDCs simply cannot afford to deploy similar packages". The more so as the global crisis has reduced their exports, which are mainly raw materials, migrant workers' remittances and foreign direct investments (FDI). Therefore "it is necessary to ensure effective multilateral support to LDCs" but "if the experience of previous economic crises is repeated, official development assistance (ODA) will decline".  

2) Then from where will come the necessary resources for the needed larger intervention of LDCs States in the economy? The only suggestion is that they should no longer reduce tariffs as they have contributed to 31% of fiscal resources from 2000 to 2006 (against 38.6% from 1990 to 1995): "Firstly, countries should refrain from further reducing tariffs until domestic indirect and direct taxes are able to substantially boost revenue", but the report underlines that this would be problematic as the importance of the informal sector in LDCs renders the introduction of a VAT (value-added tax) little efficient whereas it is difficult to increase taxes on corporate profits in a crisis period. Furthermore the report adds: "Worryingly, tariffs can be expected to fall further in the coming years, as countries join free trade areas and customs unions and revenues could also fall as the global recession affects trade flows. Since trade taxes still account for a significant share of tax revenue, the revenue losses from further liberalization, especially under conditions of declining trade, could be significant". 

3) Finally the main contradictions of the first parts of the report are the following: 

- LDCs need imperatively additional financial resources to stimulate their economy.

- Global recession will reduce export revenues, the entrance of private financial flows (FDI) and the remittances of migrant workers.

- An increase of ODA is badly needed but "Unfortunately, past experience shows that ODA tends to decline during recessions in donor countries".
- As the recession will also reduce domestic fiscal revenues, LDCs should no longer reduce tariffs.
- Yet tariffs will diminish as a result of the extension of free-trade agreements – that the report does not criticize but considers as an unavoidable trend, so as an increased multilateral trade liberalization within the WTO – and of regional trade agreements.

- However the report does not go up to recommend an increase of tariffs for that matter. 

4) The third chapter on agriculture is extremely disappointing, even if the introduction asks the question: "Agriculture: The heart of the LDC development problem?" Indeed the report underlines that agriculture accounted for 28% of GDP in LDCs in 2006 (against 12.8% in the other DCs) and for 68.6% of employments (against 53.1% in the other DCs) and that the per capita food production has fallen from 1970 to 2005. 

Although the report underscores LDCs' growing food dependency linked to the dumping of developed countries' agricultural exports, it does not advocate for that matter to increase the import protection of domestic agriculture: "Long-standing agricultural export subsidies and domestic support policies in developed countries remain a critical obstacle to agricultural development in LDCs. LDCs that were encouraged to liberalize trade too quickly have struggled under the pressure of low-price, subsidized food exports being dumped by developed countries. This situation has undermined production for both export and domestic markets, and it therefore retarded the ability of farmers to generate the supply response that the food crisis required. Agricultural subsidies in developed countries are associated with rapidly increasing food imports in LDCs, alongside declines in agricultural production… In 2006, 35 LDCs were net food importers, and in 19 of these countries, more than 30 per cent of the total merchandise export earnings was spent on food imports".

Then which other agricultural trade policy is the report recommending? It limits itself to recommend, in passing, "fair rules of international trade". The only details given on the agricultural tariffs policy are the following: "Regarding trade policy, the tariff regime is an important tool for raising government revenue and fostering agricultural development and industrialization. Tariffs in LDCs, however, have been declining as a result of multilateral, regional and bilateral agreements, structural adjustment programmes, and through autonomous reform efforts (UNCTAD, 2004). The scope for tariff policies to foster sectoral development is thus somewhat constrained. In view of the negative effects of the food and financial crises, trade policies and associated export taxes could be rationalized and reviewed to ensure availability of imported food staples at affordable prices and to promote agricultural production. For example, tariffs on agricultural inputs (seeds, fertilizers and transport equipment such as tractors) could be periodically lowered". As we see, LDCs should raise agricultural tariffs but the current liberalization of trade policies – that cannot be challenged – are going to reduce them, and LDCs should to the contrary reduce export taxes and tariffs on agricultural inputs: they are indeed in a dead end. Moreover Supachai Panitchpakdi has declared on CNN the 16 July that he is not advocating to restore price policies for agriculture but only to increase public expenditures.

II – However the report is highly critical of

liberalizing capital flows and industrial policy
Happily enough, the parts of the report dealing with capital movements and industrial policy are much more critical of trade liberalization, which underlines the report lack of consistency. 

1) On capital movements: "The effectiveness of capital controls in reducing highly speculative flows and exchange rate instability in the short run has been shown by previous crisis experiences in emerging market economies. Destabilizing surges of inflows and outflows of speculative capital occur suddenly and have been a regular feature of the financial system over the last 30 years, so it is important for countries to be able to deploy such controls whenever they consider it necessary".  

The more so as the report underlines also the huge capital flight from sub-Saharan Africa: "Ndikumana and Boyce (2008) show that for a sample of 40 countries in sub-Saharan Africa during the period 1970–2004, the real stock of flight capital, calculated in 2004 dollars and including imputed interest, stood at $607 billion in 2004. That was $398 billion more than those countries’ combined external debt. In other words, sub-Saharan Africa is a net creditor to the rest of the world. Among the sample of 40 African countries were 26 LDCs. Their (unweighted) average stock of flight capital amounted to 129 per cent of their foreign debt".

2) It is in the last chapter on industrial policy that the criticism of liberalization is the most explicit. Moreover this criticism goes beyond the only industry policy, as if this chapter had been written without being taken into account in the three previous chapters and in the overview where such non ambiguous statements should have been brought out. Let us quote the most significant excerpts.

a) A broader criticism of the neo liberal model of export-led growth: 

"Policies inspired by the neoliberal model of the market and the concomitant downgrading of the economic role of the State have not helped to stimulate sustainable growth, particularly in LDCs. Integration into the global economy has not, by itself, delivered on its promises… The income gap between the developed and developing world has widened since the 1980s and… divergence across developing countries has been marked. This is particularly clear in the case of African LDCs, but it also holds for many countries in Latin America, where a process of “premature deindustrialization” has occurred". 

"John Maynard Keynes (1936) long ago noted that nothing influences economic policies more than the power of economic ideas. Africa has been subject to major swings in ideas about economic development more than any other continent, ranging from crude State-led models to market fundamentalism. It was implicitly assumed that policymakers had the independence and flexibility to choose whatever policy they considered appropriate. In fact, especially in LDCs, the donor agencies and the Bretton Wood institutions since the 1980s have played a major role in determining the policy choices of African countries. The provisions of trade liberalization agreements signed within the WTO have also restricted the potential use of relevant policy instruments… Bilateral agreements and RTAs have further restricted policy space to carry out sorely needed industrial policies".

b) The report stresses that Asian LDCs have industrialized under the umbrella of a selective protectionism, even though, unfortunately, it omits to tell that they have raised an import protection even higher on agricultural products as it has been a prerequisite to their industrial development, as everywhere in the world: "Asian LDCs embarked on selective trade liberalization processes, pursuing integration into the world economy more as an instrumental opportunity than as a strategic objective in itself… Selective protectionism primarily implied high tariffs, quotas, import licensing, rationing for exports, local content, subsidies and credit allocation. Many of these traditional policy tools are no longer considered acceptable or can only be used to a limited extent under the World Trade Organization (WTO) (table 18) and under regional and bilateral trade and investment agreements. Rather than abandoning them altogether, these countries pragmatically revisited their industrial policies and complemented them with more market-friendly and incentive-based mechanisms including, above all, a strong export orientation… East Asian economies, known for their strategic trade liberalization, freely used protectionist measures to ensure unimpeded growth of critical, export oriented industry, while rationing foreign exchange to rectify the persistent balance of payments distortions. The Governments coupled infant industry protection and ISI (import substitution industry)".

c) The report underlines the contrast with the failed attempts of industrialization in sub-Saharan LDCs, as they had been constrained by the structural adjustment policies of the IMF and World Bank, with the examples of Uganda and Senegal: "The industrial policy experience in Senegal is typical of other LDCs in sub-Saharan Africa. Two types of policies have been tried there: (a) a crude form of ISI, during the 1960s and 1970s; and (b) a World Bank-inspired “New Industrial Policy” from the 1980s. The latter was part of the SAP liberalization package, carried out under the aegis of the World Bank, and consisted of full trade openness, export orientation and labour market reforms… The trade-opening measures had a disastrous impact on the domestic industrial sector: production declined 13.5 per cent (1985–1989), job losses were significant, and about 50 local enterprises closed as a result of competition from cheap imports (World Bank, 1994)".

And the report concludes the chapter by stating that "The new industrial policy of the last 20 years casts doubt on the relevance of trade openness for LDCs whose export capabilities are highly concentrated in two or three main products".
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