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Question of: External debt afflicting several developing countries. 
Main Submitter: France
Co-Submitters: Germany, Russian Federation, Venezuela, Mexico and Mauritania
THE GENERAL ASSEMBLY,  

Emphasising that as suggested by the United Nations Conference on Trade and Development (UNCTAD), it is “the obligation of the international community to provide assistance and resources to help mitigate the adverse consequences of the crisis without allowing unsustainable debt levels to accumulate”, but certainly it is not the only root since there are various sources of the problem,

Acknowledging that external debt has long been occupying the top priority of the international political agenda, including the Millennium Development Goals (MDGs) attaching undue importance to the reduction of debt and sustainability of debt relief in supporting economic and social development in developing countries, and thus ought to be the guiding objectives that the all nations should appreciate, 

Recalling that various other international organisations also play a vital role in resolving debt problems, such as the Highly Indebted Poor Countries (HIPC) Initiative launched by the International Monetary Fund (IMF) and the World Bank to deliver debt relief,
Referring to key recent documents including the MDG Report 2009 titled “Accessing Progress in Africa toward the Millennium Development Goals, Trade and Development” produced by UNCTAD, 

Recognising that in emergency circumstances, it is anticipated that exceptional conditions may arise and therefore demand extraordinary measures to cope,
Further acknowledging that the problem of external debt hinders economic development in Lesser Economically Developed Countries (LEDCs),

Deeply concerned about the prevalence of informal markets, monopolies, tax evasions and corruption which has led to unstable tax revenues,

1. Proposes a reinforcement of the effectiveness of debt relief under the HIPC initiative which may encompass:

a. encouraging more multilateral institutions and commercial creditors to participate in the HIPC initiative, 

b. recommending that HIPCs preserve peace and stability in their own country in order to wholly fulfill the requirements of the HIPC initiative assistance with the following guide lines:

i. eliminating corruption within the national governments, providing sound governance which upholds democracy, popular participation and transparency and the delivery of basic services including education, public health, supply of clean water and sufficient energy, which are vital to the fundamental demands of the local people, to preserve stability,

ii. propose the NGOs such as think tanks, civil rights, faith-based and human rights observers to help the HIPCs sustainably develop their political and constitutional institutions, and to monitor the attainment of guaranteed civil rights and the development of environmental awareness in those countries;


2. Further proposes that HIPCs strengthen their debt management in collaboration with the World Bank and the IMF, on areas such as:

a. strengthening public expenditure management and maximizing the impact of public spending on poverty reduction,

b. combining the implementation of the Poverty Reduction Strategy Papers (PRSP) with the technological aid from the International Fund for Agricultural Development (IFAD) and United Nations Industrial Development Organization (UNIDO) to strengthen the capability of the rural disadvantaged population so as to limit the amount of structural unemployment and protect the stability of local economy in the reformation of market structure;
3. Suggests that since the conditionality of free market reforms is often associated with debt and loan provision to LEDCs, the successful and less highly achieving experience of IMF and World Bank have to be researched by the UN organizations such as the United Nations Conference on Trade and Development (UNCTAD), on the following aspects of free market reforms:

a. how vigorous public spending cut as a vital part of the shock therapy approach may have huge social implications – state expenditure on education, healthcare, water delivery, transfer payments and so on will have to be considerably reduced and may cause social disorders, such as in Bosnia, after the World Bank’s shock therapy reforms, life expectancy fell dramatically,
b. how the current balanced budget rule could be reviewed and indeed reformed to a fiscal rule that would allow greater expenditure smoothing in response to cyclical fluctuations,
c. how significant interest rate reduction will subsequently result in hot money inflow to the LEDC economy and in the long run it may cause frequent fluctuation — future free market reforms should take this factor into account,
d. how the depreciation of national currency, which is regarded as beneficial to the LEDCs by the IMF and World Bank given that it improves the competitiveness of exports in the global market, requires strict control of currency flows in and out the country or otherwise it will create opportunities for corrupted officials to abuse the relaxed system, such as in the Goldberg scandal of Ghana,
e. how local conditions should be taken into consideration when free market reforms are planned, in other words, the reformation should ideally not be rigid and certain degree of flexibility ought to be emphasized, as the advantages of it were mainly illustrated by the World Bank’s Indonesian projects 1997 onwards where local economy and employment were not put in jeopardy whilst an elementary market system can be put in place;
f. how lowering barriers of entry in national goods and services markets introduces local and eventually international competition in order to ensure that monopoly power is not exploited and protect the interests of local consumers.
4. Asks for the establishment of an international advisory committee, under the mandate of the United Nations Economic and Social Council (ECOSOC), with the supervision of World Bank, IMF and other relevant non-governmental organizations, to facilitate research, education, and the exchange of knowledge in accordance with the following aims:

a. advising LEDCs on domestic and foreign policies to effectively utilize natural resources and foreign monetary aid for the objective of galvanizing public savings to repay foreign debts,

b. assisting LEDCs on appropriate decisions pertaining to investment in financial products and forecasting economic trends, with the explicit aim of maximizing future returns to combat external debt,

c. encouraging and supporting national governments of LEDCs to institute and improve economic and political frameworks to prevent the possible mismanagement of scarce resources due to lack of long term fiscal planning,

d. investigate plausible measures to curb tax evasion and corruption leading to lowered tax revenues,

e. formulating incentive plans to lower capital flight and brain drain of intellectuals to developed nations.
