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Foreword by the Secretary-General of UNCTAD

UNCTAD was created in 1964 to address imbalances and asymmetries in the global economy — particularly
in the trading system — that were constraining the efforts of developing countries to establish strong and
balanced growth and development paths. In doing so, we were forced to confront the monopoly of economic
thinking that dominated many discussions at the international level and that ignored or marginalized the
specific needs and concerns of developing countries.

As a result, rigorous and independent research was at the heart of the UNCTAD work programme from its
inception. Without it, our efforts to build a consensus in support of a more balanced global economy and
devise complementary technical assistance programmes would have lacked the necessary foundation and
direction. Those efforts translated into a series of major initiatives at the international level during the 1960s
and 1970s, from the aid target of 0.7 per cent of GDP to the call for debt relief and the establishment of
the General System of Trade Preferences (GSTP) among developing countries, to name but three that have
continued to this day.

Undertaking independent research became more difficult after the debt crisis that hit many developing
countries in the early 1980s. In its aftermath, the diagnosis of what had gone wrong, along with the policy
prescriptions to put things right, were increasingly squeezed into a “one-size-fits-all” framework of rolling
back the State and unleashing market forces as the only acceptable route to sustained economic growth.
In particular, removing restrictions on international capital flows was presented as a “win-win” option for
countries at all levels of development.

In resisting this trend, UNCTAD economists continued to highlight the downside risks of an unbalanced
international economic environment for development. Indeed they were among the few who warned that a
growing role of unregulated private financial flows would more likely than not add to the problems facing
policymakers in many developing countries. The Trade and Development Report (TDR), launched as the debt
crisis was about to break, became UNCTAD’s principal vehicle for offering an assessment of the evolving
global situation and advancing alternative policy proposals. It is a testament to the quality of the research
presented in the 7DR that practically no other international agency warned countries such as Mexico or
Thailand about the potential dangers of rapidly opening up their capital account, the possibility of middle-
income countries becoming trapped in the low-value-added stages of international production networks, or
the threat to economic and social stability from growing levels of inequality.

As Deputy Prime Minister of Thailand at the time of the crisis that engulfed us in July 1997, I had inside
knowledge of my country’s policy-making and felt uncomfortable with the explanations by various centres
of international policy-making regarding both our region’s success and the causes of the crisis. I experienced
great difficulty in having to accept the policy conditionalities associated with adjustment loans that eventually
turned out to deepen, rather than alleviate, the crisis.

UNCTAD’s independent thinking and exploration of ideas for development policy-making, as presented in
the TDR, was a welcome source of alternative thinking in this context. And, as I found out as Chairman of
UNCTAD X held in Bangkok in 2000, appreciation of its work extended well beyond my region. Policymakers
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in many developing countries greatly valued the Report’s insistence on building development strategies
grounded in local realities rather than abstract models.

An abiding theme across 30 years of the TDR has been its advocating of the need to strike the appropriate
balance between multilateral rules and actions and national policy autonomy for addressing specific local
needs and challenges. It has argued that many of the changes to multilateral governance since the collapse
of the Bretton Woods systems, in trade as well as finance, have failed to create the right balance. In the
run-up to the eleventh UNCTAD conference in Sao Paulo our economists coined the term “policy space”
to enliven the discussion on this issue. It was addressed in detail in 7DR 2006, the year after I became
Secretary-General of UNCTAD. I was glad to see that the Report reflected not only lessons confirmed by
my own experience as Director General of the World Trade Organization, but also those from my earlier
incarnation as a policymaker from a developing country.

Subsequent 7DRs maintained this perspective when examining the build-up to, and macroeconomic impacts
of, the current world economic and financial crisis. They emphasized how weak international monetary and
financial governance had turned the turmoil that originated in the United States into a global, systemic crisis.
The Reports we have produced since 2009 have argued that the dynamics of the crisis reflect failures in
national and international financial regulation, persistent global imbalances, the absence of an international
monetary system and deep inconsistencies among global trade, financial and monetary policies.

In my Report to the forthcoming UNCTAD XIII, I have drawn on the TDRs prepared during my time
as Secretary-General of UNCTAD, as well as on earlier reports, to describe what I call “finance-driven
globalization”, as the dominant form of international economic relations during the past three decades and to
identify a range of imbalances which are in urgent need of correction if sustainable and inclusive outcomes
are to become the norm rather than the exception The alternative lies in what I have called “development-
led globalization”.

In our increasingly interdependent world, it is only through cooperation and a revival of multilateralism
that the international community can effectively rebalance the world economy, turn recent growth spurts
into sustainable development paths, and ensure that all sections of society, particularly the poorest and most
vulnerable, are able to reap the benefits. The United Nations must play a central role in guiding this process.
The TDR’s focus on strengthening global interdependence whilst maintaining appropriate national policy-
making capacity will, I believe, provide critical input into efforts aimed at addressing these challenges.

(

Supachai Panitchpakdi
Secretary-General of UNCTAD





