?—f

1970s. In any event, his proposal received little attention at first from either policy makers or
academic economists. In 1978 policy makers were caught up in competitive pressures to
deregulate financial and commodity markets, and most mainstream economists, conflating
financial with trade liberalization, were egging them on by pointing up alleged efficiency gains

from doing both.

More recently, however, worries over destabilizing financial dynamics and loss of
monetary-fiscal policy autonomy that had motivated Tobin’s proposal have been overtaking the
earlier euphoria over the efficiency gains from liberalizing and globalizing of financial markets,
The greater rapidity and lower cost with which global markets can now exchange assets and
hedge individual risks have been paralleled by efficiency losses as measured by more socially
relevant welfare criteria. The performance of the world economy has worsened in each
successive decade since the 1960s as regards the global growth of output, trade, investment, an d
employment, and the domestic and international distribution of income. The October 1987 Cra sh
motivated prominent eCONOmists to propose taxes on transactions in domestic financial assets to
dampen financial volatility and reverse the excessive absorption of human and physical resource
in financial speculation.? The “efficient market hypothesis,” on which many economists had
based their theoretical case for decontrolling financial markets, is being widely rejected by
mainstream economists on both empirical and theoretical grounds. Following the successful
speculative runs in September 1992 which virtually demolished the EU’s Exchange Rate
Mechanism, the influential free marketeering Economist concluded an accolade to Tobin’s 197 3
article with the observation that “lately, one imagines, a good many government economists hay

been dusting down their copies of that article.”” Even prominent international bankers, such as
Wilfried Guth of the Deutsche Bank and Alexandre Lamfalussy, long-time General Manager of
the Bank for International Settlements, are viewing free capital mobility as incompatible with

free trade.*

These concerns have focused chiefly on the disruptive impact of free capital mobility on
the advanced industrial economies. But the impact tends to be even more pronounced on the les
developed countries (LDCs). Their less flexible productive structures adjust more slowlyto
“real” shocks than do those of the industrialized countries, and their thinner financial sectors ';,
absorb financial shocks with more difficulty. As the governments of LDCs are even less able
than those of the industrial countries individually to offset perverse capital movements with
conventional monetary-fiscal policies, the contradictions between trade and financial

liberalization are intensified for the LDCs.

Thus many Latin American countries are currently relying on inflows of hot money 10
stabilize their nominal exchange rate and slow inflation while they pursue trade liberalization.
This has produced increasingly overvalued “real” exchange rates that discourage exports anc
balloon imports. Financing the growing balance of payments deficits on current account has
become dependent on a continual expansion of capital inflows, the likelihood of which
diminishes as the deficits keep expanding. But alternatives more compatible with trade
liberalization, such as devaluing the real exchange rate, and/or monetary-fiscal tightening to.
depress aggregate demand, evoke the fear that hot money outflows could re-ignite the exp iy
devaluation-inflation cycle which stabilizing the nominal exchange rate had damped. Even
East Asian countries, despite their booming exports, are registering discomfort. At the recent
meeting of the 18 Asian-Pacific Economic Cooperation (APEC) countries, hot money was hig
on the agenda, Indonesia’s finance minister complaining that “our open capital account lea
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IL. Responses to HDRO Questions Concerning the Feasibility of a Tobin Tax
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theory? e Tobin tax proposal with free trade or free capital movement
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After some dithering, the decis:on was instead to abandon the gold commitment. The
dollar, and thus the Bretton Woods regime, was cut loose from its gold anchor in the early 1970s,
and with that the official commitment of IMF members to defend their par exchange rates faded

out. Superceding the fixed exchange rate regime was an informal regime of largely market-
driven fluctuating exchange rates.

The theoretical case for such a regime had been put by Milton Friedman when Bretton
Woods was still in its salad years. In a provocative 1953 paper, Friedman asserted that a flexible
exchange rate regime with free capital mobility offered the following advantages over the
regnant Bretton Woods fixed rate regime:®

1. Allowed to adjust freely, exchange rate movements will act as shock absorbers,
insulating each economy from disparate external monetary trends, thus strengthening the
capacity of each economy to pursue independent monetary-fiscal policies.

2. This is because the nominal exchange rate and the price level will move in opposite
directions, minimizing the short-term volatility of the real exchange and interest rates.

3. Speedy incremental exchange rate adjustments would discourage massive speculating
on the exchange rate.

4. Long term capital flows will cause real interest rates to converge globally, optimizing
the global allocation of physical capital.

By the end of the 1960s, the Friedman position had become dominant among mainstream
U.S. economists, who encouraged the shift among the industrialized countries and LDCs toward
flexible exchange rates and the lifting of capital controls and regulatory barriers to free capital
mobility that followed the demise of Bretton Woods. The consequences, however, have been
generally unkind to that position. Virtually none of Friedman’s predictions materialized, neither
improved allocative efficiency, reduced macroeconomic instability, nor greater national
autonomy over monetary-fiscal policies.

Empirical studies have identified only two clear-cut efficiency gains. The bid-ask spreads
on deposits in different Eurocurrencies have narrowed and financial arbitraging has been
eliminating with rapidity small differences in the exchange-rate adjusted price of short-term debt
instruments of comparable maturity and risk. In the jargon of finance, covered interest parity has
usually prevailed on short-maturity instruments of the G-7. However, the forward rates in the
currency futures markets that sprang up with fluctuating exchange rates have proved to be very
poor predictors of future spot rates. Rather, exchange rate volatility has been intensified by
international speculation in financial assets with a penchant for self-reinforcing “herd behavior.”
Real exchange rates and real interest rates have therefore oscillated, at times violently, with no
sustained tendency for real interest rates to converge internationally.’

Volatility and financial market deregulation has encouraged the design of new financial
instruments and other financial innovations at an accelerating pace to transfer the enhanced risks
and exploit the profit opportunities. The contrast with the Bretton Woods years is striking, as is
indicated by the following Table.




Deregulatory Measures and Financial Innovations in the G-7 Countries Since 1950

Interval Number
1950-59 2
1960-69 5
1970-79 9
1980-83 20
1984-86 41

Source: Julian Walmsley, op.cit. Table 1.1.

The pace continues high since 1986. Thus most of the boom in Qe.ﬁvativcs has occurred
since 1986, their notional value reaching $1.6 trillion in 1987 and $8 trillion by the end of

1991.'°

The innovations add to as well as defend against financial volatility. Walmsley writes:

A more controversial feature of the new shape of the ﬁnangia_l system is that the bulk of
its participants now have a vested interest in instability. This is bccal'lse the advent cff 1
high-technology dealing rooms has raised the level qf fixed costs. High fixed costs imply
a high turnover is required for profitability to be achieved. High turnover tends to occur
only when markets are volatile. The analysts at Salomfan I_.’-ro_thers...put n-clearly: )
‘Logically, the most destabilizing environment for an institutional house is a relatively

stagnant rate environment.’"!

The Table, however, helps explain why Tobin’s tax proposal made little splash initially. 3
The pace of financial innovating was just picking up in the 1970s, as was also the pace of foreign
exchange transacting. By the mid-1980s the daily turnover on forcngn.excha_ngc markets :
worldwide had reached about $150 billion, and by 1992 about $1 trillion, with only five percent
related to trade and other “real economic t:r.ansactions.“'.z But in 1978 the daily turnover was as i
yet merely in double digit billions, and it was still plausible to supporters of the Fne:dman case | 0
rationalize the rising financial turbulence accompanying the shift from fixed to flexible exchange
rates as a passing reaction to severe exogenous supply shocks, notably the OPEC oil shock.

In addition, the view then widespread among economists, that financial markets were 1
inherently efficient, led many to reject Tobin’s comcntic:n that bccaus:e “goods and lapor move in
response to international price signals much more slu ggishly thar_: fluid funds, fmd prices in
goods and labor markets move much more slu ggishly than Ehc prices of ﬁnanf:lal assets,
including exchange rates” it was desirable to slow the reaction time of' ﬁn_ancn.al rparkets.
Financial markets, they contended, were efficient information processing institutions. thn
allowed to operate freely their continual revaluing of asset values provided th; .best available
price signals on which to base long-term resource allocation. The 1970s volatility l'flcrely 4
reflected efficient financial markets at work, bidding up Texas real estate, transferring surplus 4
OPEC revenues to capital-short LDCs, and in general moving asset prices and resource
allocation to new equilibria as required by the OPEC oil shock.
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The efficient market theory has a strong and a weak version. In the strong version market
agents know the “true model of the economy,” i.e., its underlying structure and dynamic
processes, and therefore where asset prices will ultimately settle when exogenous shocks hit the
economy. These shocks, which include “policy surprises,” i.e. interventionist economic policies,
initiate volatility, while speculators are merely socially useful arbitrageurs who, by exploiting
transitional differences between the current and the equilibrium asset prices hasten the
convergence toward equilibrium values.

However, the crucial premise of the strong version, that economic agents know the “true
model” and act primarily on that knowledge collapses under scrutiny. Decisions are unavoidably
made on incomplete information, because neither the market nor any other social institution can
provide the relevant information needed to make riskless choices, or to ensure against all
possible future contingencies. Agents must form subjective judgments about the future, i.e.,
about equilibrium values, a.k.a. “fundamentals,” to fill in the information gaps, in which the
analysis of past and current behavior necessarily plays a central role. A rational agent also knows
that contrary judgments and degrees of confidence in those judgments by others can in the
aggregate drive actual asset prices away from his particular vision of equilibrium values.

Two crucial corollaries follow. Volatile capital markets induce agents to try to reduce the
risk of loss by taking shorter-term positions for which more hedging instruments are available.
Since this increases turnover and makes financial innovating more profitable, the aggregate
effect is to draw more human and physical resources into finance while deterring real capital
formation.'* Secondly, agents are induced to give more credence to their assessments of the
thinking and behavior patterns of other market players than to their own views on fundamentals.
Chartism, which concentrates primarily or even solely on plotting past market behavior as a
guide, tends to become the preferred strategy. Thus recent surveys of London foreign exchange
dealers show that over 90 percent rely on charting in taking short-term positions and that the
chartists have consistently outperformed econometric models in forecasting the dollar-sterling
exchange rate.'* But such individually rational strategies can produce in the aggregate irrational
results, such as increased volatility from “rational bubbles” and abrupt deflation of asset prices,
which then further encourage financial innovating and shortened investment horizons.

The weak version is a grin without the cat version of efficient market theory. Agents don’t
know the “true model” and are prone to speculative excesses, but government interference in
markets to check the excesses will typically be so clumsy and ill-timed as to backfire.
Government failure dominates market failure. The weak version thus retains the laissez-faire
policy stance of the strong version but from a lesser of two evils perspective.

However, even central bankers and finance ministers who may exult in the Reagan
dictum that “the government is the problem not the solution,” make an exception for financial
markets, recognizing that they are vulnerable to system-wide liquidity crises originating in
breaks in the complex chain of mutual payment obligations characterizing such markets. The
panicky rush for liquidity in such crises can collapse asset values and block normal credit lines,
converting the liquidity squeeze into an insolvency crisis with devastating consequences for
output and employment. To allay such crises, monetary authorities must be ready to intervene as
lenders of last resort, supplying liquidity, guaranteeing payments, and even closing asset markets
as needed.
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With financial liberalization and the globalization of financial markets has come an
increasing incidence of global crises. The IMF has identified nine crises of global or near-global
scope between 1970 and 1989, six occurring in the 1980s, all but one of which evoked central
bank intervention, usually joint, t0 halt the spread of financial distress."

Critics point out that such protective intervention has a negative feedback, that may |
account for the increasing incidence of such crises. It may have encouraged large financial ]
institutions that have led the move toward globalization to pursué riskier strategies, confident 1
that to the authorities they are “t00 big to fail”. But since systemic financial blowups are not i
ruled out by the weak version of efficient market theory, the moral hazard spinoff from crisis
intervention does not suffice to cement the case for non-intervention. Rather it can be viewed as
requiring that protective intervention be balanced by strengthened controls against financial 1
excesses. This has become the view of the central banks affiliated with the Bank for International
Settlements, who have been engaged ina competitive regulation-innovation game with their
private banks. Since the Herrstat crisis of 1974, a succession of Basle Accords between the
central banks has coordinated tighter prudential banking regulation in the major industrial
countries, while private banks have worked to weaken the impact through evasive financial
innovating. Thus a recent IMF report urges further regulatory tightening, warning that the !
aggressive pursuit by U.S., British and Japanese banks of loan securitizing and other off-balance
sheet transactions that bypass recently augmented capital adequacy requirements are causing “a
growing opaqueness of the financial system,” making it increasingly difficult for supervisory
authorities “to assess fully the risk exposure of the entire consolidated balance sheet of financial
institutions....Indeed, it is widely recognized that without reforms in financial policy and close
attention by central banks, the new financial system could resemble a new high-speed train

attempting to run on old, ill-maintained tracks.”'¢

Thus on both theorgtical and empirical grounds the Tobin tax proposal may be an idea
whose time has come.

B. Will it have any adverse effects on international trade as well as national and
international capital markets?

The preceding discussion shows that international trade and long term international
investment would benefit from less exchange rate volatility and perverse trends of the real
exchange rate, and that this view is now widely held. An obvious qualification is that stabilizing
mechanisms must work and the costs and other negative side-effects of operating them should
not exceed the gains from stabilization.

There are broadly three approaches to such stabilization, of which the imposition of
licensing and quantitative restrictions on FOREX transactions can be ruled out as destructive of
multilateral trade. Of the remaining two approaches now being suggested, one is for the '
industrial market economies to agree on a specific structure of exchange rates and to commit 16
keeping them at their assigned values, or within narrow bands around those values, adjusting
their domestic monetary, fiscal, labor and social policies as needed to fulfill the commitmen
The other approach is to tax financial transactions unilaterally or in concert so as to raise the €€
of moving funds for short-term speculation. The Tobin tax proposal is a variant of this.

Stabilizing exchange rates by agreement is the Bretton Woods grin without the cat. Und
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the subsequent decline of wransactions fees due to electronification and the competitive
deregulation of financial markets has encouraged more financial “churning” and diverted more
resources to financial pursuits without improving on the earlier growth rates of international
trade, real investment and global output. To quote Tobin:

We are throwing more and more of our resources, including the cream of our youth, into
financial activities that generate high private rewards disproportionate to their social
productivity. I suspect that the immense power of the computer is being harnessed to this
‘paper economy’, not to do the same transactions more economically but to balloon the
quantity and variety of financial exchanges. For this reason perhaps, high technology has
so far yielded disappointing results in economy-wide productivity.'?

That is, much of the financial sector’s profits from the churning comes from the increased
spending by firms engaged in commodity production and trade, who had largely self-insured
against the risks from unexpected price movements during the more tranquil Bretton Woods era,
on costly financial hedging instruments to offset the higher risks from the heightened post-
Bretton Woods volatility. Reducing that volatility would depress the activity and profits of the
financial sector by reducing the hedging needs of the productive sector.

As regards the Tobin tax specifically, the prediction is that with a modest tax rate the
following social benefits will ensue. Firms engaged in foreign trade and long term overseas
investment will incur lower costs on net because of the reduced need to hedge against exchange
volatility; they will be encouraged by more stable exchange rates to do longer term investing and
lending, and the tax revenue plus the downsizing of the financial sector will make more i
resources available for socially productive use. Needless to say, there is as yet a meager
experience base on which to test the predictions, including the inference that downsizing the
financial sector will not cause much transitional disruption of the real economy. We know that
the demand for risk-hedging instruments was much smaller during Bretton Woods; €.g.,
organized currency futures markets first appeared in 1972. And, as indicated earlier, the declining
unit cost of exchanging currencies since the 1970s has not led to higher real growth rates of
international trade or of global investment and output. Also, as of the end of the 1980s, seven E
and 4 major Pacific rim countries had STETS, tax receipts reaching 0.5% of GNP in Switzerland
with no calamitous effects on the Swiss financial sector.?? However, the rates and coverage have
varied, and impelled by global deregulatory competition and pressure from the financial sector,
the tendency has been to ease up on the terms or abolish STETS rather than coordinate them '

internationally.

C. What are the practical aspects — legal, legislative, political — of introducing
such a tax?

Like other taxes, the Tobin tax would presumably require approval by the legislature of
each participating country. As an international agreement, it would probably be submitted as @
tax treaty. But legal matters, including how to reconcile the tax with existing tax treaties on
double taxation, are for international tax lawyers not economists to assess.

The political aspects have two facets: forging an agreement between at least the major
industrial economies to implement a uniform tax, and reaching an accord on the distribution

the tax yield. I will comment on each in turn.
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Sanford and Sasser. In each case the objective was to apply penalty taxes on excessive -

speculation by pension fi LA i : et :
enough. ype unds. Although neither bill passed, initiating them was evidently safe

(?n the distribution of the tax receipts, it seems unli i i
and foreign aid fatiguc in the collecting coI:mtrics would alllﬁ:ryﬂia:al: :;t;igttg tai;}bm:;ms
xgnglgy ht!}:; ;:izgglﬁ:;z?;ncnlts to eitt_l}er the IMF or World Bank, as Tobin proposeg I:ar to
.. " uge volume o oreign exchange transactions teday mak :

fnodcst share of the tax receipts a sizeable addition to the fi i 4 intommatio
msuu.ltic?ns. 'I'ht; following “back of the envelope™ calculatigifla?‘]crﬁfssu;ca:isv:f;fh fh::llematwﬂal
ﬁ:ﬁ?:lgn‘?ly high revenue potential of a globalized Tobin tax. The calculations annualize the $1
i aily volume of global exchange transactions cited earlier, assume that 20 percent would

y governments, central banks and official international organizations and hence tax exempt

that another 20 percent would be private transacti
s ctions that elud tax
the remaining exchange transactions by half. e the tax, and that the tax reduces

Taxable Foreign Exchange Annual Tax Receipts
1.0% tax 0.5% tax

» ($billions

$1 trillion x 240 trading days less )

20% tax exempts = $192 trillion

less 20% evasion = 144 *“

less 50% reduction of trading volume

=372 trillion effective tax base 720 360

50% kept by collecting governments 360 180

Distributed to UN, IMF,& World Bank 360 180
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Research is, of course, needed to refine these very crude “ball park” estimates. The $1
trillion trading volume figure needs more verification. The actual average ratio of official to total
exchange transactions needs to be ascertained, as well as the increase in the ratio that would b
ensue, were the EU countries to move to 2 single EU currency as called for by the Maastricht

E. What are some of the practi P .
such a tax? practical problems in introducing as well as managing

Assuming agreement among the major economies on applying a uniform tax and on the

Treaty. The reduction of exchange volume from the Tobin tax in the above calculations is a pure distribution of the tax p : ]

guess. It seems unlikely that a 0.5% tax would depress the volume as much as a 1.0% tax. A receipts, the main practical problems seem to be the following:

research group with an appropriate data base and econometric skills should be able to simulatea 1. Settling on a rate that

reasonably plausible range of alternative estimates of the responsiveness of the exchange volume. revenue. There is too litﬂzﬁiﬁag:iﬁlforﬁ;ﬁge “re;’l' deterring speculation and raising
' ute reliable tradeoffs, hence the sensible

:girlct)sacél; r::t;{lld:cmt:jz?g.ngg :: a;ltl}'uloc initial rate and provide for a corrective mechanism as
LA of the supervisory board, suggested above, should be
, , t
rl;:f:;ctg:nztpex:::v ::d S};ggcs: rate cl;;ngcs to the participating governments on thcobasis of
[ : uniform rate is adopted, however, should be onl
Countries should remain free to set hi ional indi gt it
gher national rates individually to all
turbulence. LDCs are especiall j b e e
; y subject to such bouts, and we don't yet kn
globalized Tobin tax would reduce their incidenc : ity
| . e. Currently, for example, Chile and i
tlxag‘;, 1:}1poscd transactions taxes at rates that, I believe, are higher than g‘obin ’s su cs?olm.lflml
.0%, in order to stave off disruptive hot money inflows. R

to different Tobin tax rates.

D. What institutional arrangements can one have to mobilize the resources th rough the
Tobin tax and manage it? Can the UN be that institution?

Their crudeness notwithstanding, my “back of the envelope” estimates suffice to illustrate
two main points about the Tobin tax. It could be such a large revenue producer that getting even
a modest slice of the revenue earmarked for United Nations operations is a goal well worth
pursuing. And this could be true even were the World Bank and IMF also assigned slices,
' provided that the collecting governments were willing to allocate a fourth or more of the tax
: revenue to international organizations. That likelihood would increase were the three
international institutions jointly to mobilize their respective constituencies and lobbying efforts
to that end. In initiating a Tobin tax proposal, the UN might consider including in it a tentative transnati ) :
distribution of shares between the three institutions so as to help bring the IMF and World Bank quite maz::‘e:g;‘l’%:;, :;dge fund s:pGCulauon. etc., tax collection should at least initially be
on board. N their transactions .for thc?:anslca::gtt-fl;t;:sn;n?:ea;, :Eglzﬁt'rcqlgmd now to kéep close records of
_ i TR DI T ARG ulﬁ;s.dc ver time, evasive innovation could
gimmicks to transfer funds, transactions could be shifted 158 1AW SEGONIL 08
tax loom l.argc enough for these institutions to incur the c;(;toafflzh:igilg? sl:.lacv;:i,a?c. Woglc.l e
a substantial scale? Quien sabe? Another function of the supervisory board ough:‘tr; iti::ll\flly on

2. Collection and evasion problems. Sinc i i
¢ ] ; e large international banks do most of th i
foreign exchange transactions, be it trade finance, interbank deposits, swap agrcc;il::‘sd;nti::n

Collecting the tax would be the responsibility of the individual governments, notably the.
industrialized countries, since most of the taxable FOREX transactions are by their citizens and
enterprises. An international board, however, ought to be empowered to oversee the sharing of
the tax receipts, report periodically on results, and recommend changes as needed in the tax
coverage, enforcement, sharing and other relevant matters.

‘ The board should have representation from the UN, IMF, and World Bank, as wellas
I from the G-5. Whether or not the board is put nominally under the UN’s jurisdiction, realistical |
. the fundamental power will devolve, as has been the case with boards of the IMF and the World
l@ Bank, to the countries who most pay the piper: the US, the EU and Japan. Moreover, since the

F. What recommendations can be made to the World Summit for Social Development for

implementing the Tobin tax, generating the fu ingi
nd o
development and human seéurity? g , managing it and using it for human

1950s the IMF and the World Bank have been the preferred international instruments of
Washington, whereas the more ideologically heterodox UN has until recently been under a ci@ "_:
| and kept on short rations by Washington. With the end of the Cold War, the cloud appears to b&
lifting, and in the New International Disorder that’s followed, the UN has again become an
' international instrument of choice for Washington and the other industrial powers. Its bargai
'! power for a share of the Tobin tax receipts is thus considerably strengthened, although my hune
! is that an equal share for each of the three institutions is perhaps the most the UN could expeet
! the current political climate. However, were the climate to become more favourable in the it fu
the board would be a ready vehicle for initiating recommendations to enlarge the UN’s share.

Objec[ivii;v:;tic;r%i:lgig fatig1_.1c, htherc may be few alternative ways of funding the social
ummit that are as promising as a global Tobi
tax should therefore be put before the Summi i s il e
mit for adoption. That would give th i
proposal a clearer moral dimension to reinforce i alisti Aptbiget
. : e its materialistic economic rati i
should increase its prospects of adoption at least somewhat. e
estimate“ch prol:’:osal presented to the Summit should, however, provide more precise revenue
n:seamhs gtr an I ﬂ:fc I;:lccn able to offer. This could easily be done in time for the Summit by a
oup that has access to and has worked with international fi i
contracting with the UNCTAD economists for thi i b e
: s research. They have been doi
analyses and reporting on international tr : A
ade and finance, and, in contrast to IMF
. . . ¥ < 0 w
economists, are sure to be appreciative of the proposal and its purpose. In addition I.it \:;Ldk? I?:k
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Change: Social Conflict or Harmony?
Results of a Stockholm Roundtable

The views expressed in this paper are those of the participants at the Roundtable
and should not be attributed to UNDP.
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Preface

The United Nations Development Programme’s Development Study Programme sponsors
annual “roundtable” meetings at which experts in a variety of fields have an opportunity to
exchange views on a particular development topic.

This year, the Study Programme and the Government of Sweden co-sponsored one of
these roundtables in Saltsjobaden, just outside of the Swedish capital of Stockholm. The issue
presented to the experts at this roundtable was “Change: Social Conflict or Harmony?”

The point of the roundtable was to look at several of the major problems that are
afflicting virtually every country today and to propose solutions. These problems include
poverty, unemployment and social disintegration. These three problems will also be the focus of
the World Summit for Social Development, which the United Nations will sponsor in
Copenhagen in March 1995. Through this report, many of the recommendations made by the
participants at the Stockholm Roundtable are being submitted to planners of the Copenhagen
summit for discussion. This report includes a summary of the participants’ recommendations and
an analysis of some of the key issues (See Annex I for the roundtable’s agenda).

Participants included top officials of United Nations agencies, senior government
officials, development experts, journalists, social scientists, students and members of the
business community (see Annex III for a list of participants).
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Summary

Despite many advances inh
agenda of human deprivation challenges
worsening, unemployment is on the rise,
neighbors in brutal ethnic conflicts.

And with these problems come
environmental destruction and the total

family.

Never before have people had so much
unfortunately, the international community
human condition. Meanwhile, each day, anoth
desperation. And behind every failed

The international community must Feverse this trend

We must make better use of our knowledge and oth
blems that have already erupted. Time is of the essence.

they occur and to fix the pro

The United Nations is sponsoring a World Summit
hagen in March 1995. There, delegates from all countries and major
formulate an urgently needed strategy for curing

take place in Copen
international institutions will join forces to

some of the world’s major social ills.

To help the global community prep
Swedish International Development Agency,
a Stockholm Roundtable from 22 July to 24
unemployment, worsening poverty and socia
solutions to these problems.

A major cause of many of today’s p
agreed that to eradicate underdevelopment,
economic growth and social reform.

growth should be a prerequisite for econo
progress would follow naturally. The results

that development requires a balance
balance, long-term development cannot 0cc

sustained.

uman development over the past 5
humanity in the 21st century. Global poverty is
and people are increasingly turning against their

But in the 1980s, development thinkin
mic growth. After growth was under way, social

are worse off today than they were decades €

There has been a renaissance in development thinki
between economic goals and social goals. Without this

ur and progress in meeting social goals will never be

0 years, a large unfinished

other social problems: crime, violence, disease, pollution,
breakdown of governments and institutions like the

knowledge and information at their disposal. But

has failed to fully use this knowledge to improve the
er piece of the planet sinks into chaos, despair and

state, there is a failed development process.

before any more societies collapse.
er resources to tackle social problems before

for Social Development, which will

are for the summit, UNDP, in association with the

invited experts from all over the world to discuss in
July, 1994, the magnitude and causes of rising
1 decay. They were also asked to propose possible

roblems is underdevelopment. Observers in the 1970s
the international community needed to promote

g changed. Many experts believed that economic

of this approach were devastating: many countries
arlier, and social problems are intensifying.

ng: there is an increased recognition
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Poverty

devaopl;ﬁ;r; Ll'::;l:il ijﬁlzl‘lllon people live in absolute poverty, and most of the poor live in the

o 1.:; - 11 drecently, poverty was narrowly defined as low income. Today, it is mo;

e include factors such as social status, physical strength and power. A *
egy for eliminating poverty must therefore be based on this broader dcﬁn?t?on .

G . . u 2
poverty. The list of and intemational organizations must both be involved in the fight against
establi Sil oriteng lh':;c;cs::?ajl{ :a‘;_“‘:’“s is long. For governments, the list includes a need to

1Bt ety nets, basic education, especiall i
:;a;gl :::;.c and I_:usuce. systems that benefit the poor as wellz the ﬁ:;:r I:opammc['lc'::laasrlcr;::; S
community, ltll'lu:s lios?liix]:::?n?;f:ﬁ:?ﬂ ;rsdoif“ the fight against poverty. For the in'tcgmal:;nal
. raising resources, such as taxing i i
rre ’
ey o e s o o o g s
standards for u'anz\;lz;g::l] ::)lrpOMd 10 poverty Al SRAbIRHING Nl el Omuig Ehe: St
. rations, whi : :
inissnationad Aevalomossntarens. which have become important players in the

Unemployment

Th ——
P M:ﬁﬂ:iﬁ:ﬂ‘gﬂ';“;‘;‘ggycﬁi rl:cm%fe“::g in most parts of the world. And the nature of
people moving to cities to look fo'r work. SESE SO R

the genera?i?: gtf jlgllncsmt?::\{;‘l r‘:::i;l::luc‘lj:bl:?grsldm ) S
L ? U - .
recession, and limited growth in the industrial cgzzgzzohave fueled inflation and resulted in

Preventing or reducin ta1 dict
: g poverty and social disintegration i i .
efforts and concerted international efforts to achieve fullil;nployrrzgzims e

Govern crea y i i
s e;nrzrl:ltlsg r::;; : te an "rt;,lnablmg environment” for job growth and the growth of
‘ - unities. They must also take s i
in a way that ensures macroeconomic stability. e it A

The in i : :
- gm::tl;]nail:znil ;:onfmumty m_ust dismantle protectionist trade policies that impede
commit the industrial zofu:t?il:sg tcounmes, reduce the debt burdens of the poorest. countries, and

0 guarantee a mini i
and 3.5 percent. 8 minimum overall growth rate of between 3 percent

Social Integration

The social fabric of rich and ies i

- . poor countries is weakening. A i

- : ch ing. As a result, -

& ar:;l:::g:;tmg. Ethnic, rcllglou_s and cultural rivalries are tearing counn-iess;)::t n'?';llon oy

g A Bt :.rf;trsn e— of global social dlsimegr_alion include discrimination against r;ﬁn:ﬁc:?ellssct;

e n, poorly educated populations, drug addiction, crime, j i i o
i o . ¢, juvenile delinquency
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nes in incomes and living standards, and
al disintegration. Progress toward social
and political reforms.

Introduction

Widespread slow economic growtt, decli

have contributed to soci

mounting unemployment
ieved through extensive socio-economic

harmony can only be ach
The pendulum of development thinking swings back and forth

The necessary reforms are numerous, complex and may be difficult to implement. These
lerance and solidarity, educational

reforms might include government policies that promote to
reforms to stimulate values of acceptance and togetherness, and international support for change.

In the 1970s — and even earlier — ma perts
rlier — many development ex agreed i
grow$ alone c9uld not help countries move forward. They believed a balance t::: veon soonommi
o growth and social progress was needed for development. aas
But then in the 1980s, develo inki i
> 1 ; pment thinking shifted. Many believed th i
growth was a prerequisite for development. Economic growth would then cnatz:ltce:g:::uh(; to

hed in 1945, its charter stated that international
meet social objectives.

When the United Nations was establis!
ty could be guaranteed for everyone. “Human

peace could be achieved only if human securi
security” refers not only to protection from international enemies, but even more to protection

from unemployment, poverty, crime and disease.
through sustainable human development. This type

of development is people-centered. It generates economic growth but distributes its benefits
equitably. It regenerates the environment instead of destroying it. It empowers pc?plc rather than
marginalizing them. And it gives priority t0 the poor, enlarging their choices and opportunities.

But now most development experts are i
: ) returning to the beliefs of the 197
Development requires a balanced and integrated set of economic, financial and s%st.:ia] policies

One way to develop human security is
The following section provides a more detailed look at this shift in development thinking

Before the Shift in Thinking

Before the 1980s, the develo, :

: ’ pment community generally accepted the vi .
rates of.ccono'rmc growth are necessary for achieving social goals likg po\?cnyc vmlcdw tl:a : halgnh
generation of jobs. But growth by itself is not enough. uction and the

anizations must work together to forge global human
security. To reach this goal, governments should establish goals for reducing poverty and reduce
mindless investments in weapons and increase judicious investments in people. The international
community must renew its commitment to the original human-security-building goals of the

United Nations, rethink structural adjustment programs SO they do not hurt the poor, and set up

an early-wamning system to identify areas where human security is at risk.

Governments and international org

Research has shown that hi i

‘ gh rates of economic th i

" ; . : growth were not solel

1}::;' :3:;1: s: 2tft21hnnt3cnt of full cmploymcnt in the early 1970s. Instead, govcmrzcr:ts E?rl:sl;l;ls? o

R e “:;ct}?rs of production — especially labor — was the cornerstone of tl:n: reg)'ml ;

il cxpcﬁ:;w c;; 8out development policies geared toward employment, the region wofllt;J "
percent to 10 percent growth rate ‘ ia i

that the pattern of growth is just as important E?mc rate (:f E:\J:l:son i

Governance

Governments have an important role to play in promoting employment, eliminating

poverty and making societies more cohesive.

Th
... :e l:::::srghOf %:;Owﬂlodcpends on governments’ choices — choices about which
attention. The pancnc:liaf gr::::;e;up%m an:;l which population groups should receive special
’ so depends on the quality of h :
d ; quality of human resource
:Igtlje? of bfxlancc bet_v{cen regions, and the extent to which people have an o i e
participate in the decisions that affect their future. PpoTRINIEy. %0

Part of that role involves encouraging people’s participation in the decisions that affect
their lives. When people feel that governments are responding to their needs, better, more stable,
systems of governance can evolve. And these systems will be better equipped to face the -

challenge of generating economic growth and enabling 2 fairer distribution of wealth. Research

has shown that countries that are performing the best are the ones that have assigned a priority 10

a liberal; investment in the education and health of their people.

Experience taught the develo, ity i

- cet pment community in the 1970: i i

4 : velo y e s that econ

e :;:rt::iz izr ;Ch!:\fl;lg socxal' objectives and tackling poverty, but this might t:k‘?fhi;?g?:
. Such a long period would be humanly unacceptable and politically im:sponsibl:

The international community can help improve governance by reformulating aid policies
so that they help meet long-term development objectives. Meeting these objectives means more
attention to meeting “human development” objectives through better education, health, nutrition;

basic water and sanitation and family planning.

The 1980s

The lessons learned in the 1970s we i
- r'e'all but forgotten in the 1980s. Th i
L ;: Lu:; 1%art of the dcc.adc and the debt crisis that began in 1982 resulted in tt:u:g i'(cﬂ::lrnn:ccssmn
ot A gt::é:i Ift:;rgailgdn:s f:rs; economic growth, then everything else will follow. 'I'ln;J i?]nea
! et of economic, financial, and social polici !
: ' : ) i licie
he idea that economic and social goals were one. Gone was the be{)i(::f thast ;:;;1?;1:;03;‘3 ;::l "
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n that too
ther would lead to disaster. Development €Xperts sccmcd' togE:\lr':lic;Lg;tt;c
i i ient attention to economic -
s on social goals without suffici : el O
manuc]cruh e“:pha';’:ey also scc%ncd to have forgotten that t00 much att:nnoer;(:l :;:ﬁogmwtgh
CY. .
?withoult)c:ough attention to social goals leads to unrest and an end t0

without the 0

The results of the policies pursued 1during the Iani(;s :rznmb;::z;lozﬂ?::sre@ucw
become a universal problem, unman ( .
Empl:ryc;nz;ll;?isng and education quality has deteriorated. Hcszlth scmc;:s gvcrya\:?::o r::) 'l
e ctusrin sociail security and pension funds (whcye thcy_cx.lst) are fa n;cet;ng.
rﬁ;‘uams ars ‘coming in increasing numbers to many industrialized countries.
i rit
It is more appropriate than ever 10 $ay that “poverty anywhere 1s threat to prospenty

everywhere.”

The Challenge

Th nomic and social problems that emerged in t!lc late 1980s and ea:l;; :12193; ;.J;?:nt
i ommunity with a new challenge and require a ne\‘\: dcvclopmcnr e
ﬁfc.devcmpmcm : red by the words, “put people first,” or perhaps, “poor p;oplc irst. e,
S aricipan o c?}i:mStock{lolm Roundtable challenge the delegations who m_ll come to the '
1;81:(:1:113:1?;: gf)ci:l Development in Copenhagen next year (o have the foresight and courag
u

adopt these three words as an underlying theme for the summut.

ard slide. And in many of our
illions of poor people are on a d(.)wnw- le. y
i eI: li:cclr;gcs): ;;1:-. ll)ccn losli)r?g their voice. The gnm fiaxly reah_t;._s of tt::l countlis:v;;oor
f::c;f; sc;n by the rich and the powerful few. Among the rich, materialism and greed

supplanted the ethics of altruism, service and sacrifice.

i i d
i i for the development community an
4 le first” would provide new direction -
Id h:;:trl:i?:?dic commitment to a fairer world. These three words should pave the way
wou

the new social agenda at the Copenhagen summit.

The future of political freedom is closely linked to econ_(:;nci; ;;ﬁgﬂgda::; :c(::sluffeﬁn‘

: rty itself,

verty of opportunity, as well as pove o ;-

pr{:igg:;;ﬁ?’l::ﬁvggual golitical freedom in the long run d;pc‘:lr:?s on rt::c::::) l:;:ll:é ;t; ptﬁzp
T . -building p

i nt must therefore become a peace viat
s econ(;!::tc d:fvsll:;l;ﬁznity. Economic development sl'fould cxpand human capabilities, use
I1;f;.;S;.‘:lt::’s::’:zm-.rg)i’cs and encourage individual initiative and innovation.

Poverty

Participants at the roundtable held lengthy siebatcs about ﬁvgctoplcs: poverty,
unemployment, social disintegration, human securty and governance. .
About 40 participants joined each debate and made rcf:ommcndzﬁions for addressing
these issues (see Annex 1I for a list of the roundtable’s ‘“‘working groups )-
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In the dcbate. on poverty, participants asked, “What are the patterns and nature of poverty
and what are the political, economic, social and environmental impacts of poverty?” They also

asked, “What could be learned from experience and what are the best means for alleviating
poverty?”

The Nature of Poverty

More than 1 billion people live in absolute poverty. More than half of these people live in
Asia, and about one-quarter of them live in sub-Saharan Africa.

Many live in fragile environments. Most live in rural areas, but the ranks of the urban
poor are growing. Most of the poor are female.

Poverty is usually defined in terms of income. But this is only one dimension of poverty.
The criterion for poverty should be broadened to include more than income. It should include

social status, physical strength, and power. The poor are often socially inferior, isolated, weak,
vulnerable to abuse, powerless and humiliated.

A key approach to reducing poverty and deprivation, then, is enabling the poor to freely
express their needs. Part of that approach includes encouraging the rest of society to respect and
support the poor’s efforts to change their living conditions.

Enabling the poor to be better off in their own terms will require actions on many levels,
from the micro to the macro. The reduction of poverty and deprivation must be sought through

changes in national policies, through the tapping of new resources and through institutional,
professional and other changes that will help reach the poor and improve their lives.

National Policies

The poor are everywhere, but mostly in the developing world. Global economic shocks,
sudden environmental changes and other factors make the poor vulnerable to even worse

poverty. Worsening poverty is reflected in sickness, disability, or loss of assets and livelihoods.

Governments must take a close look at how national policies affect the poor and devise
ways to decrease the poor’s vulnerability to worsening poverty.

Some forms of structural adjustment are necessary. But too often, structural adjustment
has penalized the poor — especially women — in a variety of ways, including declining
resources for education and health and the elimination of some subsidies. Governments should
provide the poor with safety nets to cushion the shocks of economic transition.

National investments must empower the poor. This means investments that respond to the
poor’s own vision of their opportunities and their own analysis of their problems. Governments
should turn the ownership of these investments over to the poor. This would help ensure that the

poor’s labor is more productive and would give them a greater chance to improve their own well-
being in the long run.

National governance structures make it difficult for the poor to influence decisions that
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affect their lives. For example, natior.al legal systems often discriminate against the poor because
the poor are unfamiliar with their rights ard lack access to legal support.

Global Accountability and Equity

Governments have the main power in promoting global accountability and equity. But we \:t
live in a world where governments are increasingly abdicating their power to the market, where 5
transnational corporations act independently and where financial institutions are able to reap

enormous profits from monetary transactions on an unprecedented scale.

This trend further impoverishes the poor. This trend must be reversed. International |
financial transactions and actions by transnational corporations — particulary when they affect
the poor — must be made more transparent and accountable. If governments are unable to ensure
accountability and equity at the global level, they must empower international institutions —
such as the United Nations — to monitor actions and to take steps to protect the poor.

I international prices, making it harder for their economies to grow and for them to repay debts.
National indebtedness is a drain on national budgets and foreign-exchange reserves and a major
cause of poverty. Multilateral debt poses a special problem for countries because current rules
prohibit reducing it or writing it off. Finding a solution to these global problems requires urgent -

I

iL The poorer commodity-exporting countries of the world have been hurt by falling
!

| research.

Recommendations

The following recommendations apply to both national and global policies.

| B A new form of “social conditionality” is needed. This conditionality should be based E
not on donor edict but on a genuine dialogue between governments and citizens’ groups
in the South, the Bretton Woods institutions, aid donors, and UN agencies. The dialogue '
could result in taxing windfall winners from structural adjustment programs and owners
of undeveloped land and in reducing military expenditures. The funds generated could be
used to maintain and improve the poor’s access to health, education, clean water and

other social services.
m Safety nets should be an integral part of social policy.

m The poor must gain access to fair and effective justice systems, and regulations that
penalize the poor should be abolished.

m Women'’s access to basic education, skills training, health care, nutrition services,
family planning, and “‘productive resources” and markets should be expanded.

m Assets and security of tenure should be redistributed. This includes rural land reform
and urban land security for the poor and fair and equal rights for women.

® Governments should decentralize many activities and introduce mechanisms to
increase accountability to the poor. Governments should also strengthen structures of
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civil soci - Sty
vil society to aid participation by the poor in national policy decisions.

B The international communit i
; should an ;
social standards for lransnationil corpor::it::;TSh d enforce global environmental and

W International currency transacti
; L ons should be taxed (as N izewi
Tobin proposed in UNDP's Human Development Re gr . S;bcl prizewinner James

o 2 .
Governments and multilateral creditors should relieve countries’ debt burdens

Other Recommendations

Institutional, professional and personal changes are essential in achieving the goal of

“putting poor people first.” ; ;
dikt gioal people first.” The following recommendations for change will help meet

M Instituti . s
i r;]:c :::1:!; ;hangcs. Development organizations need a culture of participatory
i cf{ are to successfully promote shared and fair development policies
R TS insl:is:uﬁg:sfmtbe:;cm all actors. To mount an effective attack on vaértY
0 reduce competition, increase collaborati '
’ ra
resources to areas where they have a comparative advantage. o e

W Professi - Putti
iy S S s et i it e
' 2 ’ S must fro .
the special needs and circumstances of each communit;:l SRR e

m P : i
ersonal changes: Putting poor people first entails changes in individuals’ values

Unemployment

Another group participating i

3 g in the roundtable 1 i

a]so"iight solutions to this problem which has afflict e looked into th
ike. ed

_ e issue of unemployment and
practically every country, rich and poor

As the world’s economies have i i i
s col grown increasingly interdependent, gl
risen. Because of this interdependence, we need a global solutiﬁl to thcgpomf);llclgc\r;lfft}xogg .

Unemployment in the 1990s

The em ituati . :
output andccemplf:;ym":::‘hs;i‘;“‘:LVWS_ by region. In East and Southeast Asia, including China
the decli [ growing dramatically. In South Asia, absol . '
ecline, but the growth in employment has been precarious; much valuabl::1 tﬁ ;:))f;ls .
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workers barely enough to survive. These regions have been relatively successful at boosting

employment, but the success is fragile. .
ctive, remunerative and reasonably

But for much of the rest of the world, having a produ
secure job is only a dream. Societies that fail to offer the prospect of this type of job are bound to

be socially unstable and economically insecure.

nations that belong to the Organization for Economic Cooperation

growth has resumed. But jobs are growing more slowly than
has fallen (as in the United States), the new jobs pay

In the relatively rich

and Development, economic
production. And even where unemployment
less and are less secure than in previous periods.

Eastern Europe’s rapid economic transformation has wiped out many jobs. Subsidies to
cushion the impact of job losses require massive government spending, which contributes to
inflation and makes the new poor even poorer.

In Latin America, the workforce is changing. The working-age population is increasing,

d more people are moving to urban areas in

more women are in the job market, and more an
search of work. Meanwhile, governments are cutting back on the public sector, resulting in fewer

jobs. Most new jobs are found in the informal sector. :

In the Middle East and North Africa, the population has been growing at a time when oil ]i

revenues have been shrinking. Reduced oil revenues mean that governments are no longer able

to be employer of last resort, especially for university graduates. This situation is resulting in
ts from implementing economic reforms.

instability that prevents governmen
I
The unemployment cTisis is fiercest in sub-Saharan Africa, where the population is
growing at an unprecedented pace. More than half of all non-farm workers have found jobs in
government. But governments in the region cannot afford to hire any more people or raise Wages.
And structural adjustment programs have failed to result in increased employment.

Employment and economic activity are on the rise in East and Southeast Asia. Here, the
state sector is small, labor markets are only lightly regulated, and government policies favor
private-sector employers. Manipulated exchange rates have promoted exports. Protectionism —
especially in imports like rice — have supported social stability and quality of incomes.
Governments in the region have assigned human rights low priority. But there are signs that :

social progress is following economic progress in some countries.

Because of its large size, China is a special case. A rush toward economic liberalization
has contributed to astonishing and probably unsustainable rates of economic growth and'aq ick
decline in poverty. This progress has been achieved under tight political control, with no

concessions to human rights or to the rights of workers.

ally survived the shocks of the oil and debt Crises

Nevertheless, they still need to create huge numbers of jobs because more and more women
joining the labor force. Even though many workers in rural areas are moving to cities, .
employment in agriculture may grow. Meanwhile, governments are reducing restrictions on |abo

markets to enable many enterprises to become more competitive.
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The countries of South Asia have gener

r

Another source
of employment crises is i
borrowing fuels i i crises is imprudent government : :
g fuels inflation, and some attempts to curb inflation bring rec:s.;;(:lwmg- Breessive

Meanwhile, mon ints i
’ etary restraints in the industri :
When growth sto : ¢ he industrial countries have bro
e cgcfzmrics I131:'6(:‘1:.11 tlhc industrial countries cut back on imports, hurtingu;gh}::t g:rgr:‘:)lrl::o .
Bosrowiing, gov;:mmmucmsaryof ;nC(SJ glét export commodities. In an attempt to limit r.'orm':stlies F
e D countries raised their interest rates. As a result imc
' v erest

rates rose everywhere, i :
conntries. putting a particularly great burden on the heavily indebted developing

Impact of Unemployment

The painful i
o Pt st o e Crt Do e coni v b e
SR 2 : nited Nations to identi
;n a‘r{ pillars of international peace, stability and well-bein ll;mtt ltgdfuu s et
mployment seems to be all but forgotten. B Bt foday, the goal of full
“Jobless g )
T measugr: ‘i‘:‘i:c::agz\: n?;:lr}t(?mcnon. lElimination of jobs is now considered an
11veness. : A
unemployment has recently reached record lc:el: some of the richest countries, structural

Three and fo
ur decades ago, a normal unemployment rate was between 3 percent and 4

percent. Today, a normal rate exce i
and low wages. eds 12 percent. Now it is common to see high unemployment

In the past, economists consi
’ nsidered unempl
resolved by mark A ployment a temporary
leading to ;Ctma:;nt;ofsgs. But today, this is no longer the case. [I)nsteadpﬁ:i'i?l tf}:)at Tl
fired if their t Crmmatijo " hca“‘s- “;' profit-making philosophy of today is that wmk:-zs ;m
eompinios o prodbee s s no effect on production and sales. New technologies [-? oL
ore goods with fewer workers. Therefore busincsscsgarc ;::ﬁ:‘cg ;
’ gains

by paring back the workfi
orce. Because of thi
percentage of national incomes are falling is trend, corporate profits are rising while wages as a

Recommendations

® All governments should commi
mmit themselves to fi ilizati
B T s to full utilization of h
imegmtfon);r:gr:; :I-:;::lq be. the central goal of all economic and social:r;::;;: CS(S)I:)?Z]S.
ication of poverty depend on the expansion of produz.tivc ::nd
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macroeconomic stability. This means that full employment takes precedence as an

objective in policy formulation.

“enabling environment” to attain goals for

@ Countries need an intemational economic
ements for creating this environment

expanding productive employment. The main el
include:

e apledge by industrial countries to coordinate macroeconomic policies to ensure a
minimum overall growth rate of between 3 percent and 3.5 percent.

e adismantling of protectionist policies in OECD countries.

of official development assistance to the poorest countries

e exclusive allocation
economic growth with social and

that demonstrate effective use of resources and
gender equity.

e areduction in the debt burden of the developing countries, especially the poorest
ones. This should include forgiveness of officially held debt.
e trade reform in developing countries to promote international commerce and
boost trade and investment among developing countries.

e 2 small tax on international capital movement to help reduce fluctuations in
exchange rates stemming from speculative capital movement. The proceeds could
fund environmental protection, increased development assistance and debt reduction.

promote higher growth in developed and developing
st be backed by a high rate of domestic savings and highly
friendly growth. A system for .

m Investment should rise to
countries. But investment'mu
productive capital. The goal is to have employment-

reaching this goal includes:

rt for infant industries but avoids

e aforeign trade regime that adopts careful suppo
and dependence of

‘over-valuation of exchange rates, discrimination against imports,
import quotas.

®  apricing system that provides reasonable indicators of scarcities and is free of

arbitrary controls.

e an economic environment that encourages foreign investment.

e special actions to help sub-Saharan Africa. These actions include building up
human capital, improving food production and distribution, establishing a base for

export earnings, and diversifying economies.

ne in labor markets only to make them more efficient and
onomy. Workers should have access 10 social protection
basic education. Governments should emphasize

ity and provides students with technical skills to aid

m Governments should interve
responsive to the needs of the ec
and everyone should have access 10
higher education that is of high qual
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g::t:;mhsl; nsg:n?e;lled sus}:ajnablc development. And, all governments must guarantee
rights, such as the protection of children b i i
4 y making child labor
:lﬁ:sahznz;n; illegal, freedom from forced labor, and unrestricted organization of
. um-wage laws that do not overprice labor should be put in place

® Government policies must be desi
esigned to unleash le’ ivi
enable them to become self-employed or cnucpreneurﬁh?s smc::itsw L

® Increased access to education.
L ]
Access to resources such as land and credit.

® Reduction in regulations that impede entrepreneurship.
® Improved infrastructure i i

, particulary that which enables th i
small-scale entrepreneurs to raise their productivity and caminzromlng PR

& g
Improved access by the agricultural sector to productive resources. This sector

will have to absorb a significant proportion of the growing labor force. Improved

access by the workin rtol
productivity. g poor to land would also help boost employment and labor

-~

Social Integration

p

The social fabric of i i
’ most countries — rich and poor —i i
nation-states are disintegrating. ERESSARE I

People are increasingly abandoning established social values, and a highly materialistic

lobal i i iti
g culture is evolving. A value of competition is replacing values of sharin g and cooperation

The pursui i i
pursuit of happiness is more and more defined in terms of money and consumerism

Ethnic, tribal, religious an cultural di

. ’ ’ fferences are polarizi ithi g

list of j BLCITICRS! e polarizing groups with

minori(t:iiusscii ?:r(ilo?zfms of growing s.0c131 instability is long. It incluEiT; (lijiscrilmil:ar:;:'lo: S;ihc
) atus of women, increasing numbers of single-parent households POfrly st

educated children, juvenile delin
. ’ et W ; ;
s iy iy quency, drug addiction, disease and crime. These problems

Patterns of Social Integration

In a normativ ial i i
it i m]at?oiesnbsz, social integration refers to improved living standards, social justice
pattemms Rtk e::cer; pcgpl:l In an analytical sense, social intcgration' refers ilo
: individuals and groups (th j
Daties - s 2 ps (these patterns may be i
fmmc:::g;l( (;rf l'mrrpon-lous). But however it is defined, social integration t:kes u?;::t'or i
institutions, such as families, communities, the workplace, or stzrtcs Fltrrfhcnno
» . rcl
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bedded in the social, political, and economic processes and
and global systems. Therefore, dominant trends in society,
d culture influence the patterns of social integration.

social integration is deeply em
structures of societies, nations,
politics, economy, technology an

Put simply, social integration is the degree of real harmony (real means freely chosen, not
imposed) that exists between groups in a society. Social disintegration is the degree of negative
tension between groups. These groups can be workers and employers, men and women, poor and
rich, old and young, black and white or the governed and the governing.

ocial integration. These include the spread of liberal
the acceleration of economic globalization, the change in
technological progress and the revolution in the mass

Many forces have influenced s
democracy, the dominance of markets,
productions systems and labour markets,
media and communications.

The past decade has been characterized by widespread slow growth, economic
stagnation, or debt crises and sharp declines in production, incomes, employment and living
standards. These changes have deeply influenced integration through their impact on the role,
responsibilities and capacities of institutions ran ging from the family to the state.

Social fabrics are under stress. Families and communities are disintegrating, crime and
violence are spreading, drugs and alcohol are being consumed by an increasing number of

people, and homelessness, child labor, and prostitution are becoming commonplace.
Fundamentalism, xenophobia and racism are on the rise. Ethnic conflicts are growing. Organized

crime is taking over many markets. The extreme cases of social disintegration are in a growing
number of countries that are suffering from prolonged civil strife. In these countries,
infrastructure is collapsing and millions of people are losing their livelihoods. Entire populations
are being uprooted. Communities and other institutions are disappearing. The ultimate tragedy is
the total collapse of the state and all established institutional authority. The result is an

environment of chaos and misery.

In general, the world is characterized by growing unemployment, poverty and inequality;
worsening ethnic strife and tensions between groups in society; mounting religious
fundamentalism and intolerance; and increasing numbers of uprooted people. A vicious circle is
becoming all too familiar: falling gross domestic product, which leads to growing poverty and
unemployment, which results in social disintegration, which turns into violence, crime, and
religious extremism, which further cuts into gross domestic product.

Progress toward social harmony, solidarity and equality can only be achieved by far-

reaching socio-economic and political reform.
be slow and difficult and will require a determin

groups.
Recommendations

® In most cases, the initiative for reform must come from within countries but must
receive international support. In Africa, for example, some countries require a national
and regional “shock” to restructure economies, diversify exports, increase savings and
investment rates, or lower fertility rates.
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There are no simple or easy solutions. Reform will
ed effort by individuals, organizations and social

:mm?n?d ca;cs where an outside initiative must come first, but this shock should be
ied whenever possible by national action. Thi i
e ppame M . This has been the case, for instance,

:xtln s:;me dcfxscs, there should be a political shock rather than an economic one. And
- erln Paln mtcrnal changes mus:t be realized simultaneously. One illustration is the ,
aeli-Palestinian 1ssue. Another is the dissolution of the former Soviet Union.

B The management of expectations and ism i i i
. ; pluralism is crucial. This is particularl
:{)ffihcablc wherev?r expectations have been suppressed for a long l:inl:c, asin Sguth
ca. The only viable option in such a case is to set clear intermediate targets. These

must be met at any price, so that the i
S : ) people experience progress toward izati
their expectations and continue to support reforms. o A e

cl Mana.ging expectations and pluralism is essential. This is particularly true where
xpectations have bc_cn suppressed for a long time, as in South Africa. The only option i
to set clear intermediate targets, which must be met. ‘ it 4

:cc?;: most fundamental change must come from the heart and the mind. We must
o e mlgre tolerant and res;?ectful, show more solidarity with one another, and halt
violence. Respect for human rights, freedom of expression and association z;nd true
justice are the cornerstone of stable societies. - '

® Countries must develop or procure the skills to manage complex economic and

political problems. Care must be taken in hiri . >
sensitive and observant. 0 in biring foreign expers, who must be highly

B Promoting a flourishing civil society will h
. Ip guaran S
social and economic rights. y will help guarantee democracy and citizens

B Institutional reforms at the grassroots, nati i
; , national and international level
respond to today’s complex and overwhelming social problems. et

;ulctiic;:;-,:nrr:lems 'ShPUIqu]l-.se public policies to promote solidarity and tolerance in
ural societies. These policies include devolution of
respect for different cultures, languages, and religions. LRl

;dli\:irgl?:le. ne;:ls to join t;::jrces to nurture an ethos and culture of world citizenship
institutions, media and individuals all have r ibiliti ,
; . esponsibilities to e

moral horizons to include values of solidarity, tolerance and partnership s

W Sometimes harmony may not lead to ch i
pesitivechanes: Y change. Conflict can therefore be an impetus for




. hoices and opportuniti d idi : S e b
Human Security . ¢ pportunites an providing for their participation in decisi ’
development that is pro-poor, pro-nature, pro-jobs and pl:o-wor:‘cn.wlsmns PR
One of the main goals of the Stockholm Roundtable was to contribute ideas and The world tod ; :
recommendations to the World Summit for Social Development, which will focus on three topics dndai evelopml;:m_ B:fr‘;‘;“ﬂzcasl;pr?ﬁnatcly described as a disaster machine which is fueled by
covered in this report: poverty, unemployment and social disintegration. But the Stockholm J sustainabis Human develoneisatfe gure(l);alzi? th? role Pf um}erdevclopmcnt in the world’s ills,
jor ingredient of the cure.

Roundtable discussed other issues as well. One of these issues was human security.
Recommendations

This issue included security and its multiple dimensions, the chan ging concept of

security, a new paradigm for development and policies to put people first. . Ths gou of the Woeld Summenitfoe Socikl Devélopmenc hiald be
ou to initiate the

preparation of fresh blueprints for national and global social contracts that will help

The end of the 20th century is near. The new century will mark the end of an era of two achieve acce
ik ; o tabl o . g
world wars and a political conflict that divided the globe for nearly 50 years. coldweai f ren:\:;lagctl'a;; iscc:‘n];ﬁa&?\f;:,? !;:ti t;:lla-ﬁl:;lgc. At ;hlc national level, this
2 ) At the internati ; the peopie to put people first.
The ineffectiveness of the League of Nations after World War I and the eruption of : Unitcdl;]:3;;1?:;2;?&;‘;?;:;a‘?gan ;F'.lcwed commitment to key goals of the
another world war two decades later highli ghted the necessity for an international organization larger freedom s of living, full employment, social progress and

that could ensure international security.
® Th i ;
e summit should be used as an opportunity to reconsider the roles of the state and

ablished in 1945, its charter noted that international

’ : the market iti i ;
be guaranteed for all. Therefore, one of the et and the traditional ideas of social safety nets.
by promoting social progress and higher ; L l?clcgatcs at th-e summit should strive for a new declaration of human responsibilities
not just a declarauon.of hu-mar_l rights. They should also strive for a new system for ,
monitoring progress in maintaining these responsibilities.

When the United Nations was est
peace could be achieved only if human security could
major goals of the United nations was to foster peace
standards of living in an environment of freedom. :

nal security has many components. It involves political and human security, .
be secure unless people are secure in their homes, their .
W Delegates at the summit should forge a compact in which nations agree to prepare

::{c::; ;)sv;rr:) su-z:git?s. to t1‘13duc¢: poverty. These strategies should empower people and
T e ——— o e begfme l:::i::si:; prodl{ctlvc cmployn_'ucnt. The nationally developed strategies
armed conflict between East and West shaped this concept during that period. States sought R

weapons to protect their security.

Internatio
which are indivisible. The world cannot

jobs and their communities.
]

B Delegates should i ivi i P
: - o y péople. 8 recognize the role of civil society and the media in empowering
Now that the Cold War is over, a new definition of security is needed — a definition that

i t A
sees peace growing out of development - ® People should have access to certain types of information as a tool for social chan
! ge.

This information includes national statistics on military spending and the arms trade and

Therefore, the international community must return to the original aims of the United ] details abo :
“We the people.” We must ut World Bank-Intcmational Monetary Fund lending.

Nations charter. The preamble of the charter begins with the words,
ut people at the center of all our concens for the future. Our actions must be responsive to the .
put peop P W Delegates at the summit should note the need for an “early-warning system” to

social and economic needs of people. idrinn'fy potential cases of social disintegration. But such a system would be worthle
human security boils down to development of people, by the people, unless the international community can agree on how to respond to the s ¥ alarmss
Y P people, by the peopit, - But no matter what, the international community must replace the Pmsen);swm s ! a;
system o

In the final analysis,
hoc interventions with a standard, universal system for intervention.

for the people.

; ocSi;u;Jcmraldi adjustment programs must be changed so they protect human security.
d human security depend on sustainable human development. before :ﬁ?)rslid?cgs i’l;:t:lli I;:)l:e{l)gt th:tng o :;e i Su.bsidies for thi rich shosild be Co“t
t that not only generates economic growth but conditionality” . Delegates at the summit should call for a new “social
; . i ty” and endorse the idea of “hum ; ”p :
he environment instead of destroying it. It financial institutions to protect the poor dm‘inarl ad']—l;;mcm Amy: by hHpraRQonal
It give priority to the poor, enlarging their g periods of economic transition.

Sustainable Human Development

Lasting peace an
Sustainable human development is developmen
distributes its benefits equitably. It regenerates t
empowers people rather than marginalizing them.
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m Delegates must also recognize the need for structural adjustment in the industrial

countries.

m Delegates must appeal to the world community to stop mindless investments in arms
to judicious investments in people. A global compact could be negotiated to include a 3

percent annual reduction in military spending, a three-year phase-out in military
assistance and subsidies to arms exporters, conversion of must arms industries into
civilian purposes over a 10-year period, and a ban on shipment of sophisticated arms to

poor nations.

® Rename the summit the “People’s Summit.”

Governance

Another topic discussed at the Stockholm Roundtable was the role of governance and
cooperation in promoting a better society.

New Role of Governments

Up to the middle of the 20th century, most development experts believed that
development required an active role for government in boosting the productive sectors,
establishing enterprises, subsidizing the private sector, and protecting some industries. These
policies resulted in economic growth but failed to improve living standards.

Today, most experts believe that governments should intervene less in areas where
markets work efficiently and intervene more where markets cannot be relied upon. This shift
does not necessarily mean less governance. It means different or better governance.

In a market-driven economy, governments have the role of creatively and sensitively
facilitating, regulating and monitoring growth. Governments should therefore be a hub for a
network of social partners who interact for the purpose of policy formulation and
implementation.

Government plays a catalytic role in stren gthening the knowledge base of a country by '
improving education and training and stimulating research and development. Government also
has an important role in encouraging growth of small businesses, diffusing entrepreneurial skills

throughout an economy, and supporting people’s participation in the economy.

And in the area of international trade, governments have to improve access for their
countries’ €xXports.

Meanwhile, emerging social problems require action by governments—nationally,
regionally and internationally.

Finally, governments are responsible for helping their citizens reach their full potential.
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Role of the People

e mznapg;icet;:i :i]::: sg;::zg:n:s ;: responding to their needs, governments will be
eff global governance that will be in iti
the challenge of achieving a balance between growth and the fair disn'itl:u:ilol:locs)lfuzrcl;l(:hmkc B

People are expecting and demandin i i

_ i ] : g a more direct role in develo, isi i
tl:;:vmternat:;)lnal. rcgion.m and national institutions in charge of dcvelopnf:;:nltndts:c:ts:ﬁgiand .
governmental organizations are already playing a greater role in the United Nations.'

The quest for social innovation
Th ; presents enormous challenges to developm
E;ia::;czg:cor;; ;ri:ilc rl;nowclicdgf-b?sed institutions.” How can they build a global: p::tl;crship of
increase developing countries’ capacity to participate i isi i
knowledge requires people to assume ownership of it.y oGRS

Di 3 ; :

i ';:iggggztc'lc‘ih?;c;g;at‘l?: f:lownng a.roxfmd the globe at unprecedented levels is aiding
on. , 1t is imperative for each country to harmonize its i i

others and to gain access to the most current information " P

-~

Reorientation of Policies

Higher incomes for the poor means th
ey can afford t i i
human development and higher productivity ar);d growth. Bl o

domcsﬁ];’or:;;?in%‘ incqffuality can stimulate growth by improving social mobility, increase
plier effects, promote macroeconomic stability, and increase political stability.

A New Framework for Development Cooperation

No i
w that the Cold War is over, we have an opportunity to replace ideological competition

with a new spirit of solidarity and cooperati
tion. :
— betiwein Mok and South. on. We must be careful to avoid a new global divide

In - . S
stead of approaching international relations in terms of conflicts between states, we

should see them in terms of resolvi
ing global problems as people iti
framework should be based on the mutual interests of pcozfe.p AR R

Lessons of Experience

Countries performing the best ar
_ ¢ the ones that have given priori
human resources: education and health care for both men ang1 wominoa:tg ttl:)ctgli:s:;::::ap;nc:im o
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Development requires investments which require savings and which can be supplemented

by aid. Welfare can be extended and maintained only where there is economic growth. And if
economic growth is to result in increased welfare for all groups, the economic growth must be
redistributed. Aid is no substitute for economic growth in eliminating poverty or improving

welfare.

Aid can be extremely important for some countries. But aid — except in emergency
situations — should focus on long-term development goals and be supplemented by countries’
public and private resources which could be raised through domestic savings. Sufficient capital
flows can be created only if resource mobilization is mutual and if private investment is

stimulated.

20:20

Resource flows to developing countries are increasingly inadequate. Donors need to
make an unambiguous commitment to human development and economic transformation. Part of
this commitment might involve earmarking 20 percent of official development assistance for

human development programs.

UNDP and UNICEF have proposed a «“20:20" proposal, which calls for 20 percent of
official development assistance and 20 percent of developing countries’ budgets to be allocated
to “human priority needs.” These needs include primary education, primary health care, basic
water and sanitation, nutrition and family planning. This proposal is still being developed.

Some proponents of the proposal believe that it should be seen as only as one important
part of a renewed commitment to social development. Others say the 20 percent target should be
only a baseline for assistance, not as a minimum expenditure.

Redirection of Aid Policies

A fundamental reassessment of aid policies to support human development is overdue.
“Tying” aid to structural adjustment has been counterproductive.

External resources would have a greater impact on development if supported
improvements in human conditions and national efforts aimed at democratization, popular
participation and transparency and accountability in governance. Donors should make a dramatic
shift in international development cooperation to begin channeling resources directly to the
people and their organizations, educational institutions, “watchdog” groups, and other

institutions.
Reinforcing International Cooperation

The present system of international cooperation is a patchwork of disparate actions
dominated by humanitarian and emergency relief. Monetary cooperati
an unregulated market that has no responsibility for a stable world economy.

The North-South axis of wealth and poverty is changing. Indeed, the entire concept of
North and South obscures the true meaning of development. A more accurate description of the
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ijon has been handed over to

|

world today would be a geographicall a5
. y heterogen: e i “ ”»
The entire language of development needs to tfc nmd:cou‘sﬁcd.s R B

In i p— ]
beyond th‘:_:::g:: t:;;elopmcnt organizations will become irrelevant unless they move quickl
narrow preoccupation with demonstrating their own effectiveness d

United Nations: Back to Basics

The United Nations has a critical role to i i
1 . as 2 ‘ play in promoting social devel
Reforming and renewing major international development organizations — thcol%l:it:g Nations

and the Bretton Woods institutions — iori
Development. ns — must be a priority for the World Summit for Social

The internati communi :
Niiooe® s;:;.t_e po” ;: ooal unity must sharpen, clarify and establish priorities for the United
to handle some issu:s) Eag::;'d a (other regional and specialized agencies may be better-situated
3 . Coordination of multilateral field activities is e i ;
ssent
and involvement of non-governmental organizations development is al imlal. and; the frowth

organizations are a vehicle for the Unit i i i ies i
o ed Nations to build constituencies in many parts of the

An equally important goal for change is to have the maj i
: ‘ jor economig pow
;u;gﬁ? z:f; :::fn‘:tgiom:l world’s lt?ss fonuna!c people. The United States demiﬁgmifdz;f:ua?iiithio
g, ;bil'coogleranon at the time of the Gulf War. The United States must now glow
e ize the North to resolye the problems that plague both the North and th
: ni ations has fallen into disarray and needs leadership from the United Stat:s

One aspect of this leadership is th : :
Nations. p is the payment of delinquent financial support for the United

Recommendations

® The World Summit for Social Development should gi '
8t _ . ould give the Secretary-General
for‘;ﬁ g:;l;ti :zir:?:d;t; to set up a blue-ribbon commission to estatlflgh a frame:ri:-tl‘ce
e i dc st century. Thc_coqlmission should review the potential for
g s bar cip(:.c;fic: global objectives, changing the motivations and levels of
P mCh, Iroa ening the scope of d;vclopment cooperation to include trade
S nology, and _la.bor. Meanwhile, the international community should '
new methods for raising funds (e.g., the “Tobin tax, environmental permits and

[ | E:ﬂl{i nited Nat?ons nec:.ds a high-level decision-making body to handle issues of

csocreating anmEcgzg:;ficms urity. SE):I;IB possibilities include restructuring ECOSOC or
< ecurity Council. The Bretton Woods instituti

under the direction of one of these new social and economic scsc.::ltr;‘ltt;obodlns s'}:;uld s

;c;hbzr\:;o;lid §ummit for Social Development should set up a small (maximum 20
i o :r:sozzl group to permanently monitor global progress on social development
p nual report should cover progress by governments, transnationals ngn- -
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governmental organizations and other institutions.

@ The summit should endorse a 20:20 global compact (described earlier) as a first step

in a comprehensive attack on global poverty.

The Media’s Perspective

The participants of the Stockholm Roundtable also considered the role of the mass media

in aiding development and promoting social cohesion.

media for succumbing to commercial and

A panel of journalists criticized the
ddiction to sensationalism and violence.

entertainment values and for their growing a

ortant role in alerting the world to crises such as starvation
f the media should be to discover and publish the news, no
hreatening to their own interests. Journalists must remain

Still, journalists play an imp
and genocide. The central mission 0
matter who may find it unpleasant or t
independent and critical to serve the public interest.

Hopes and Fears of Youth

mostly university students — participated in a panel

A group of young people —
ss their views on development and the goals for the World

discussion at the roundtable to discu
Summit for Social Development.

for our common future. Therefore,

The youth of today are the most promising foundation
goal of human security.

including youth in decision-making is critical in reaching our

y and conflict. They are the first to suffer the effects of

ion. They lack opportunities, representation, jobs and
ive force in societies around the

Youth are vulnerable to instabilit

poverty, unemployment and social cohes
rights. At the same time, youth are an increasingly destruct

world.

International organizations, governments and communities have a responsibility to face
the challenges posed by today’s youth. Yet, youth themselves must be agents of positive change

and promote concrete grassroots solutions to the world’s problems.

Managing social change requires the international community to tap into the energy,
idealism, entrepreneurial spirit and intellectual contributions of youth.
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An Agenda for the Social Summit

Excerpt from the Human
Development Report 1994
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The world can never be at peace unless peo-
ple have security in their daily lives. Future
conflicts may often be within nations rather
than between them—with their origins
buried deep in growing socio-economic de-
privation and disparities. The search for se-
curity in such a milieu lies in development,
not in arms,

More generally, it will not be possible for
the community of nations to achieve any of
its major goals—not peace, not environ-
mental protection, not human rights or de-
mocratization, not fertility reduction, not
social integration—except in the context of
sustainable development that leads to hu-
man security.

It is time for humanity to restore its per-
spective and redesign its agenda. The World
Summit for Social Development in March
1995 comes at a time when the world will
be celebrating the 50th anniversary of the
United Nations—an occasion to review the
achievements of the first 50 years and to de-
fine the goals for the coming decades.

A world of change

It is easy to lose perspective in today's global
uncertainty. As one crisis succeeds another,
policy agendas often centre on immediate
issues—not the important ones.

It is essential, therefore, to step back a
little and to assess the state of affairs in the
50 years since the United Nations was cre-
ated. What emerges is an arresting picture
of unprecedented human progress and un-
speakable human misery, of humanity’s ad-
vance on several fronts mixed with
humanity’s retreat on several others, of a
breathtaking globalization of prosperity
side by side with a depressing globalization
of poverty. As is so common in human af-

An agenda for the Social Summit

fairs, nothing is simple and nothing is set-
tled for ever. The progress should reassure
humankind about its capacity to engineer
change, and the present scale of human de-
privation should continue to challenge hu-
mankind to design a much better world
order.

Humanity has advanced on several crit-
ical fronts in the past 50 years.
* Most nations have already won their
freedom. And the prospects for self-deter-
mination have never looked brighter in the
few remaining areas, particularly in South
Africa and in the Middle East. In the past
S0 years, the United Nations family has
grown from 51 countries to 184.
« The world is safer today from the threat
of nuclear holocaust. With the end of the
cold war and the conclusion of several dis-
armament agreements, it is difficult to recall
that so many generations since the Second
World War grew up with the constant fear
of a sudden, unpredictable nuclear suicide.
* The record of human development dur-
ing this period is unprecedented, with the
developing countries setting a pace three
times faster than the industrial countries
did a century ago. Rising life expectancy,
falling infant mortality, increasing educa-
tional attainment and much improved nu-
trition are a few of the heartening indicators
of this human advance.
* While nearly 70% of humanity survived
in abysmal human conditions in 1960 (be-
low a human development index of 0.4),
only 32% suffered such conditions in 1992,
The share of the world population enjoying
fairly satisfactory human development lev-
els (above an HDI of 0.6) increased from
25% in 1960 to 60% in 1992.
* The wealth of nations has multiplied in
these 50 years. Global GDP has increased

The views expressed in this paper are those of the author
and they should not be attributed to UNDP.

The search for
human security lies
in development,
not in arms




How intelligently
the emerging peace
dividend will be
used is now up to
policy-makers

sevenfold—from about $3 trillion to $22
wrillion. Since the world population has
more than doubled—from 2.5 billion to 5.5
billion—per capita income has more than
Tpg;hdm have also been dramatic develop-
ments in technology. In 1927, the first
transatlantic flight by Charles Lindbergh
took 33 hours. Today, the Concorde can fly
the Atlantic in about a tenth of that time.
And most parts of the world are now im-
mediately accessible by telephone, televi-
sion or fax. Computers move more t.hn.n a
rillion dollars around the world’s financial
markets every 24 hours.
« Human ingenuity has led to seve_ral
technological innovations and brea.thukmg
breakthroughs—from an inform:mcs revo-
lution to exciting space explorations, from
ever-new medical frontiers to ever-greater
additions to knowledge. Sometimes, hu-
man institutions have even failed tokeepup
with technological progress, so fast has
n the of advance.
I:'“Glabalp':;ﬁmy spending has declined
significantly in the past six years, after awe-
some increases in the previous f?ur
decades,How intelligently this emerging
peacedividendwil!beusedisnuwupm
l:'()l.lgwctweel'a one-half and three-quarters of
the world's people live under relatively plu-
ralistic and democratic regimes. In -1993
alone, elections were held in 45 countries—
in some for the first time. '
This recapitulation of human progressis
admittedly selective. But it shows thaE itis
possible—indeed mandatory—to enginect
change. Today's anxieties should not bc al-
Jowed to paralyse tomorrow’s initiatives.
Nor can there be complacency, since &
lengthening agenda of human deprivation
awaits us.
s:j]chspitse all our technological break-
throughs, we still liveina world whe_rc ahfth
of the developing world’s ﬁmm goes
hun night, a quarter access to
eveng?b;“:ircyneccssity like safe drinking wa-
ter, and a third lives in a state of ab]e.ct
t such a margin of human exis-
tence that words simply fail to describe it.
+ We also live in a world of disturbing con-
trasts—where so many go hungry, there is
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much food to waste; where so many chil-
:;endonotlivewcnioytheirchildhood.
there are so many inessential weapons.
Global military spending, dcspitc_ a wel
come decline, still equals the combined in-
come of one-half of humanity each year.
And the richest billion people command 60
times the income of the poorest billion.
« Poor nations and rich are afflicted by
growing human distress—weakening social
fabrics, rising crime rates, increasing threats
to personal security, spreading_ narcotic
drugs and a growing sense of individual
isolation. )
o The threats to human secunty are no
longer just personal or local or national.
They are becoming global: with druq,s,
AIDS, terrorism, pollution, nuclear prolif-
eration. Global poverty and cnvi.ronmcnu!l
problems respect no national border. Their
grim consequences travel the world.
« The same speed that has helped unify
the world has also brought many problems
to our doorsteps with devastating sudden-
ness. Drug dealers can lnundcr. money
rapidly through many countries—in a frac-
tion of the time it takes their victims to
detoxify. And terrorists operating froma re-
mote safe haven can destroy life on a dis-
tant continent.
+ The basic question of human survival on
an environmentally fragile planet has
gained in urgency as well. By the middle of
the next century—still in the lifetimes of to-
day'’s children—the world population may
double and the world economy may
quadruple. Food production must triple if
people are to be adequately fed, I_:ut the re-
source base for sustainable agriculture is
eroding. Energy must be provided, too, but
even at today’s level of use, fossil fucls
threaten climatic stability. The destruction
of the world's forests and the loss: of
biological wealth and diversity continue
relentlessly. '-
« Several nation-states are beginning t0

disintegrate. While the threats to national
survival may emerge from several sources— =
ethnic, religious, political—the underlym‘s
causes are often the lack of soao-cconomlc :
progress and the limited participation of

people in any such progress.

Aoainst this background of human

achievement and human distress, we must
seek a new concept of human security in the
decades ahead. We must seek a new para-
digm of sustainable human development
that can satisfy the expanding frontiers of
this human security. We must seek a new
framework of development cooperation
that brings humanity together through a
more equitable sharing of global economic
opportunities and responsibilities, And we
must seek a new role for the United Nations

so that it can begin to meet humanity’s

agenda not only for peace but also for de-
velopment.

A new concept of human security

For too long, the concept of security has
been shaped by the potential for conflict be-
tween states. For too long, security has been
equated with the threats to a country’s bor-
ders. For too long, nations have sought arms
to protect their security.

For most people today, a feeling of inse-
curity arises more from worries about daily
life than from the dread of a cataclysmic
world event. Job security, income security,
health security, environmental security, se-
curity from crime—these are the emerging
concerns of human security all over the
world.

This should not surprise us. The
founders of the United Nations had always
given equal importance to people’s security
and to territorial security. As far back as
June 1945, the US secretary of state re-
ported this to his government on the results
of the San Francisco Conference:

The battle of peace has to be fought on two
fronts. The first is the security front where vic-
tory spells freedom from fear. The second is the
econonic and social front where victory means
freedom from want. Only victory on both
fronts can assure the world of an enduring
peace....No provisions that can be written in-
to the Charter will enable the Security Council
to malee the world secure from war if men and
women have no security in their homes and

Several insights can help in redefining
the basic concept of security:

* Human security is relevant to people
everywhere, in rich nations and in poor. The
threats to their security may differ—hunger
and disease in poor nations and drugs and
crime in rich nations—but these threats are
real and growing. Some threats are indeed
common to all nations—job insecurity and
environmental threats, in particular.

* When the security of people is attacked
in any corner of the world, all nations are
likely to get involved. Famines, ethnic con-
flicts, social disintegration, terrorism, pollu-
tion and drug trafficking are no longer
isolated events, confined within national
borders. Their consequences travel the
globe.

* Ttisless costly and more humane to meet
these threats upstream rather than down-
stream, early rather than late. Short-term
humanitarian assistance can never replace
long-term development support.

Most people instinctively understand
what security means. It means safety from
the constant threats of hunger, disease,
crime and repression. It also means protec-
tion from sudden and hurtful disruptions in
the pattern of our daily lives—whether in
our homes, in our jobs, in our communities
or in our environment.

It is important to develop some opera-
tional indicators of human security. This
Report offers various concrete proposals for
an early warning system and identifies some
countries already in a state of crisis—such
as Afghanistan, Angola, Haiti, Iraq,
Mozambique, Myanmar, Sudan and Zaire.

Determined national and international ac-
tions—including both preventive and cura-
tive development—are needed to support
processes of social integration.

Identifying potential crisis countries is
not an indictment of these countries. Itisan
essential part of preventive diplomacy and
preventive development. The Report men-
tions some of these countries only as an
illustration of the potential threats to
human security that can eventually lead to
social disintegration. What is important for
the international community is to recognize
that a clear set of human security indicators,
and an early warning system based on them,
could help these countries avoid reaching a
crisis point.

We must seek a
new role for the
United Nations to
meet bumanity’s
agenda not only for
peace but also for
development




Sustainable buman
development is
pro-people,
pro-jobs and
pro-nature

There are several countries where cur-
rent national and international efforts need
1o be reinforced to promote human securi-
ty. The list of such counuiesextendsto.lﬂ
world regions, and it ranges from countries
in the midst of ongoing crises—such as
Burundi, Georgia, Liberia, Rwanda and
Tajikistan—to other countries experiencing
ei:hcr severe internal tensions—such as
Algeria—or large regional disparities—such
as Egypt, Mexico and Nigeria.

A new paradigm of development

To address the growing challenge of humm
security, a new development paradigm is
needed that puts people at the centre of de-
velopment, regards economic srovnh as @
means and not an end, protects the life op-
portunities of future generations as well as
the present generations and respects the
natural systems on which all life depends.
Such a paradigm of development en-
ables all individuals to enlarge their human
cspabi]iﬁestomeﬁ.l]landtoput&oscu-
pabilities to their best use in all .ﬁf:lds—
economic, social, cultural and political. It
also protects the options of unborn genera-
tions. It does not run down the natural
resource base needed for sustaining devel-
opment in the future. Nor does it destroy
the richness of nature that adds so much to
the richness of human life.

Sustainable human development ad-
dresses both  intragenerational
intergenerational equity—enabling all gen-
erations, present and future, to make the
best use of their potential capabilities. But
it is not indifferent to how present oppor-
tunities are actually distributed. It would be
odd if we were deeply concered for the
well-being of future—as yet unborn—gen-
erations while ignoring the plight t_)f t’he
poor today. Yet, in truth, neither ob]ecn_vc
today gets the priority it deserves. A major
restructuring of the world’s income distrib-
ution, production and consumption pat-
tens may therefore be a necessary
precondition for any viable strategy for sus-

tainable human development.

In the final analysis, sustainable human
development is pro-people, pm—iobs. and
pro-nature. It gives the highest priority to

278

poverty reduction, productive employment,
social integration and environmental regen-
eration. It brings human numbers intc_u ba.l
ance with the coping capacitifcs of soc:tleucs
and the carrying capacities of nature. 1t ac-
celerates economic gn:vth Mmmﬁ 1:
into improvements in human lives, withou
destroying the natural capital needed to
protect the opportunities of future genera-
tions. It also recognizes that not much can
be achieved without a dramatic improve-
ment in the status of women and the open-
ing of all economic opportunities to
women. And sustainable human develop-
ment empowers people—enabling them to
design and participate in the processes and
events that shape their lives.

A new design of development
cooperation

The new demands of global human securi-
ty require a more positive relatiu.nsl"up
among all nations of the world—leading to
a new era of development cooperation. In
such a design, economic partnership WOl:lId
be based on mutual interests, not charity;
cooperation, not confrontation; equitable
sharing of market opportunities, not pro-
tectionism; far-sighted internationalism,
not stubborn nationalism.
Several fundamental changes will be re-
quired in the present framework of devel-
ment cooperation.
i First, fo:l:im assistance must be linked
to commonly agreed policy objective!'i——o
particularly to poverty reduction strategies,
productive employment opportunities and
the goals of sustainable human develop-
ment. During the cold war period, forcn_gn
assistance was often given to strategic allfes
rather than in support of agreed policy
objectives. Now is the time for a major re-
structuring of existing foreign aid alloca-
tions. !
Second, a certain proportion of existing
foreign assistance (equal to, say, 0.1% of the
donor countries’ GNP) should be chan-
nelled to the poorest nations as a global so-
cial safety net. This should be clearly
earmarked for basic human developm:::d
jorities (especially basic education
I[:;r{l:::nnm'y health care), and the aim should be

to bring all poor nations up to at least a min-

imum threshold of human development.

Third, the concept of development co-
operation should be broadened to include
all flows, not just aid—especially trade, in-
vestment, technology and labour flows.
Greater attention should be paid to the
freer movement of non-aid flows, as these
are more decisive for the future growth of
the developing countries than aid flows. Aid
reporting systems should also be recast to
include all flows and to monitor them in a
comprehensive fashion.

Fourth, new initiatives for development
cooperation should be discussed, including
the possibility of introducing a payment for
services rendered and compensation for
damages suffered. For instance, the rich
nations should be prepared to pay the poor
nations for certain services that are in the
global interest and for which the poor
countries may not have sufficient resour-
ces themselves—instituting environmental
controls, regulating narcotics production
and trafficking, controlling communicable
diseases, destroying nuclear weapons. In-
dustrial nations should also compensate
the developing countries for economic
damage they suffer from certain market
barriers imposed by the industrial ¢oun-
tries, particularly trade barriers and restric-
tions on migration of unskilled labour.

Fifth, a serious search should begin for

new sources of international funding that
do not rely entirely on the fluctuating polit-
ical will of the rich nations. Global taxation
may become necessary in any case to
achieve the goals of global human security.
Some of the promising new sources include
tradable permits for global pollution, a
global tax on non-renewable energy, demil-
itarization funds and a small transaction tax
on speculative international movements of
foreign exchange funds.

Sixth, a new design of development co-
operation also demands a new framework
of global governance. Most international
institutions have weakened precisely at a
time of growing global interdependence. All
existing institutions need considerable
strengthening and restructuring if they are
to cope with the new challenges to human
security—particularly the United Nations

system and the Bretton Woods institutions.
At the same time, a creative debate must
start on the shape of global institutions re-
quired for the 21st century.

Chapter 4 offers many concrete propos-
als on all these aspects of a new develop-
ment cooperation.

Agenda for the Social Summit

These are the issues the World Summit for
Social Development must discuss. It must
provide a new vision, a new direction—and
lay a solid foundation for a new society.

There are times in the lives of nations

when an entirely new vision shapes their
desting. The 1940s were such a water-
shed—marked by the birth of the United
Nations, the launching of the Marshall
Plan, the setting up of the Bretton Woods
institutions, the initiation of the European
Community, the negotiation of new social
contracts in the industrial nations and an
irresistible movement for the liberation of
former colonies. A new world order
emerged in the 1940s from the darkness of
the Second World War.

Fifty years later, is the world getting
ready for yet another profound transition?
The initial signs are encouraging: the de-
mocratic transition in formerly communist
societies as well as in many developing
countries, the end of the cold war, a steady
fall in global military expenditures, the
opening up of economies, the strengthened
prospects for peace in South Africa and the
Middle East. The unexpected is becoming
almost the commonplace.

At this propitious time, can humanity
take yet another decisive step? The forth-
coming Summit offers such an opportunity.
Of course, it cannot resolve all the issues
facing humanity. Nor can it provide the po-
litical will that national leaders alone can
provide. But it can, and must, provide a new
sense of direction.

The only practical way of achieving this
is to focus on a small, manageable number
of issues. It is in this spirit that the follow-
ing six-point agenda is offered.

* A new world social charter—to establish
the framework of equality of opportunity
among nations and people.

The concept of
development
cooperation should
be broadened to
include all flows,

not just aid




e A 20:20 human development compact—
to implement targets for essential human
development over a ten-year period
(1995-2005).

«  Mobilization of the peace dividend—to
set concrete targets for reducing global mil-
itary expenditure and for capturing the en-

suing peace dividend to enhance human
security.

BOX 1

'WE THE PEOPLE OF THE WORLD
SOLEMNLY PLEDGE to build a new global
civil society, based on the principles of
equality of opportunity, rule of law, global
democratic governance and a new
partnesrship among all nations and all

W PROPOSE to build 8 society where
ﬂ:erignmfooditammmuﬂp-
ﬁghlmvm-wbuelhsrigh_(wom
odamﬁmkudoeply_wphrined_uﬂn
ﬁﬂimsﬁummmmww

ﬂmd.unemllhtmmrigbu._

WE COLLECTIVELY PLEDGE to build
new foundations of human security,
which ensure the security of people
through development, Dot arms;|
cooperation, not confrontation;through
peace, not war. We believe that no
provision in the Charter of the Uuuz.ed
Nations will ever ensure global secunty
unless people have security in their homes,
in their jobs, in their communities and in
their environment.

WE ARE FULLY CONVINCED that
diversity in our societies is our strength,
not our weakness, and we intend to protect
this diversity by ensuring m-ducmt-
nation between all our people, imespective

WE COLLECTIVELY BELIEVE that our
world cannot survive one-fourth rich and
three-fourths poor, half democratic and
half authoritarian, with oases of hu-man
development surrounded by deserts of

developement is considered ont of the g

of gender, race, religion or ethnic origin. -

A world social charter

WE ARE CONVINCED that i 1s
possible 1o overcome the worst aspacts_or
poverty in our lifetime through collective
effort. We jointly affirm that our first step
towar@misgodwillbclodwignagloh]
compact that ensures that no child goes
without an education, no human being is
denied primary health care or safe drinking
warter and all willing couples are able 10
determine the size of their own familes.

WE ARE CONSCIOUS of o rpon
sibility to present generations and 10 future
enerations, and we are determined (0 pass
on 1o our children a rich natural heritage
and an environment sustained and
whole.

WB‘[NTEND to design a pattern of

through development cooperation based on open

global markets, not protectionism;on an
equitable sharing of market opporfuriics,
not charity;on an open policy dialogue
between sovereign nations, nol coercion.

WE PLEDGE our deep commitment fo
a new social and economic philosophy that
puls people at the centre of our concerts
and creates unbreakable bonds of
human solidarity.

WE STRONGLY BELIEVE that the
United Nations must become the principal
custodian of our global human securify.
Towards this end, we are detennined to
strengthen the development role of !Iw
United Nations and to give it wide-ranging
decision-making powers in the socio-
economic field by establishing an

* Economic Security Council
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« A global human security fund—to ad-
dress the common threats to global human

security.
o A strengthened UN umbrella for buman
development—to establish a more integrat-
ed, effective and efficient UN development
system. ‘
« A UN Economic Security Council—to
provide a decision-making forum at the
highest level for global issues of human se-
curity.

The discussion here summarizes each of
these proposals, which are discussed at
length in the Report.

A world social charter

To give clear and precise expression to the
emerging concept of human security, now is
the time to draw up a world social charter.
Just as social contracts emerged in the
1930s and 1940s at the national level—the
New Deal in the United States and the
Beveridge Plan for the welfare state in the
United Kingdom—so the growing consen-
sus on the new compulsions of global hu-
man security requires social contracts at the
global level.

Much of the groundwork for such a
charter already exists. The International
Covenant on Economic, Social and Cultur-
al Rights—which came into force in 1976—
encompassed most of the social goals,
including the rights to food, health, shelter,
education and work, as well as other non-
material aspects of life. World leaders have
come together on other occasions at
international conferences and summit
meetings to give concrete shape to these
rights and adopt specific targets for imple-
mentation. The most comprehensive intet-
national commitments were presented in
Agenda 21, adopted at the Earth Summit in
1992.

The challenge now is to translate such
general statements and targets into practi-
cal action. The Social Summit should re-
quest the United Nations to draw up a
concrete world social charter, to cost vari-
ous goals, to set priorities and timetables for
their implementation and to monitor the
implementation of these goals through the
new Economic Security Council proposed

later. An illustrative world social charter is
given in box 1.

A 20:20 compact for human
development

The world social charter would encompass
a broad range of human security issues in
both industrial and developing countries.
Its adoption should be immediately fol-
lowed by a global compact for human de-
velopment—whereby all nations pledge to
ensure the provision of at least the very ba-
sic human development levels for all their
people. Most countries can achieve these
minimum levels by adjusting their existing
development priorities. Some of the poor-
est countries, however, will require sub-
stantial international assistance, in addition
to their own domestic efforts.

What should be the global targets in
such a compact? The list of international
commitments from which to choose is al-
ready long, but the most important targets
include the following:

*  Universal primary education—for girls as
well as for boys.

*  Adult illiteracy rates to be halved—with
the female rate to be no higher than the
male one.

s Primary health care for all—with special
stress on the immunization of children.

«  Severe malnutrition to be eliminated—
and moderate malnutrition rates to be
halved.

Family planning services for all willing
couples.

*  Safe drinking water and sanitation for all.
» Credit for all—to ensure self-employ-
ment opportunities.

These are the very minimum targets.
Much more must be done, particularly to
provide sustainable livelihoods. But let the
international community start with some
commonly agreed and doable basic goals.

A rough estimate of the additional cost
of meeting these targets over the next ten
years would be $30 to $40 billion a year—a

substantial sum, but easily managed by re-
structuring the priorities in budgets.

Developing countries devote on aver-
age only 13% of their national budgets ($57
billion 2 year) to basic human development

concerns. They have considerable scope for
changing their budget priorities: by reduc-
ing their military spending (around $125
billion a year), by privatizing their loss-
making public enterprises and by giving up
some low-priority development projects. It
is proposed that they earmark at least 20%
of their budgets ($88 billion a year) to hu-
man priority concerns. The scope for re-
structuring will differ from one country to
another: the target of 20% only suggests an
average pattern.
Donor countries also have considerable
scope for changing the allocation priorities
in their aid budgets in the post—old war
era. On average, bilateral donors allocate
only 7% of their aid to the various human
priority concerns (basic education, primary
health care, mass-coverage water supply
systems and family planning services). The
problem here is not so much the proportion
of aid they give to the social sector (16% on
average) as the distribution within the social
sector. Less than one-fifth of education aid
goes to primary education, and a similar
proportion of aid for water supply and san-
itation is earmarked for rural areas, with
very little for low-cost mass-coverage pro-
grammes. If donors also lift their aid alloca-
tion for human priority goals to 20%, this
would provide $12 billion a year rather than
the current $4 billion. Again, the 20% tar-
get is an average, with some donors having
greater scope for restructuring than others.

Such a 20:20 compact for human de-
velopment would be based on a sharing of
responsibility. Three-fourths of the contri-
butions would come from the developing
countries, and one-fourth from the donors.
No new money is required, because the
compact is based on restructuring existing
budget priorities (see chapter 4).

The 20:20 compact could ensure that
the essential human development agenda is
met in all nations by the turn of this centu-
ry. The compact would not only give new
hope to the majority of humankind—it
would also advance many other priority

goals.

+ It would help slow down population
growth, as practical experience shows that
human development is the most powerful
contraceptive.

The 20:20 compact
could ensure that
the essential human
development
agenda is met in

all nations




All nations should
agree on a 3% a
year reduction in
military spending
during 1995-2000

« Tt would contribute to sustainability, as
human capital can replace some forms of
natural capital and human development
models are the most non-polluting devel-
opment paradigms.
« Ttwould give the developing countries a
start in the 21st century in competing
in the global market-place for their share of
development opportunities on the strength
of their enhanced human capital.
« Tt would enable donors to convince
their reluctant legislators and skeptical
publics that the best use is being made of
their aid funds.

Such a compact needs to be managed,
monitored and coordinated internationally.
The Social Summit should direct the
United Nations system to design such a
20:20 compact and to identify institutions
and procedures for its implementation.

Capturing the peace dividend

Global military spending declined between
1987 and 1994 at an estimated average an-
nual rate of 3.6%, yielding a cumulative
peace dividend of $935 billion—$810 bil-
lion in industrial countries and $125 billion
in developing countries. But itis difficult to
track where these funds went. And there
has been no clear link between reduced mil-
itary spending and enhanced expenditure
on human development. Moreover, the
poorest regions of the world (especially
Sub-Saharan Africa) failed to contain their
military spending. Meanwhile, nations con-
tinue to compete in the short-sighted busi-
ness of arms exports.

What is needed now is to continue the
pressure for reduced global military spend-
ing, to ensure that the poorest regions also
cut down their arms spending and to devel-
op a firm link between reduced arms spend-
ing and increased social spending.

The next challenge for disarmament is
to phase the Third World out of the cold
war. This will require new alliances for
peace and international and regional fo-
rums for disarmament talks. It will also
require a defusing of current global
tensions and a new resolve on the part of
the major powers to address the basic
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sources of conflicts in the Third World, pri-
marily through the United Nations.

At the same time, the major suppliers of
arms must adopt a new ethic of peace, since
86% of the current arms supplies originate
from the five permanent members of the
Security Council. They must agree to phase
out their military assistance and their mili-
tary bases, regulate the shipment of sophis-
ticated arms and eliminate subsidies to their
arms exporters. Foreign assistance must
also give the right signals: rather than
rewarding high military spenders, as at pre-
sent, donor countries should reduce alloca-
tions of official development assistance
(ODA) if a recipient country insists on
spending more on its armies than on the so-
cial welfare of its people.

Within this perspective, the Social
Summit offers an important opportunity to
turn from arms to human security. A collec-
tive effort must be made at the time of the
Summit to:

+ Agree on a targeted reduction in mili-
tary spending for the decade 1995-2005—
say, 3% a year.
+  Make a clear, explicit link between re-
duced military spending and increased so-
cial spending.
« Persuade all nations to allocate a pro-
portion of the potential savings to a global
human security fund (discussed below)—
say, 20% of the peace dividend in rich na-
tions and 10% in poor nations.
« Mandate the United Nations to main-
tain -a list of sophisticated weapons and
technologies that should not be exported at
all, except under international agreement.
« Persuade the industrial nations to close
their military bases, phase out their military
assistance and eliminate their subsidies to
arms exporters over the next three years.
» Request the United Nations to strength-
en ts reporting system under the UN Regis-
ter of Conventional Armaments, so that
up-to-date information on arms and tech-
nology transactions is published regularly.

A global human security fund

Human security is indivisible. Famine,
pollution, ethnic violence—their conse-

quences travel the globe. Yet responses are
still largely national. The Social Summit
should therefore consider setting up a
global human security fund to finance an in-
ternational response. The issues the fund
could address would include drug traf-
ficking, international terrorism, nuclear
proliferation, transmittable diseases, envi-
ronmental pollution, natural resource de-
pletion, natural disasters, ethnic conflicts
and refugee flows.

Separate global compacts can be nego-
tiated in each of these areas. These com-
pacts will deal with “global goods” and
“global bads”. Some good precedents are
the already-concluded compacts on climate
change and biodiversity and the current ne-
gotiations for a compact on desertification.

Three main sources should be tapped
for such a global fund. First is the peace div-
idend, discussed above. A fixed proportion
of the reductions in global military spend-
ing should be credited to the global human
security fund—on the grounds that the ba-
sic threats to global security have not disap-
peared but merely taken on new forms.

The peace dividend could be substan-
tial: an annual reduction of 3% in global
military spending would yield about $460
billion from 1995 to 2000, of which around
$385 billion would be in the industrial
world and around $75 billion in the
developing world. Not all of this would be
available to a global human security fund,
because already there are many claims on
these savings, including the costs of
conversion from military to civilian pro-
duction.

But if the rich nations were to allocate
only 20% of their peace dividend, as sug-
gested, and the poor nations 10%, this
would generate at least $85 billion during
1995-2000, or about $14 billion a year.
These figures are purely illustrative. The im-
portant point is that the contributions
should be automatic and shared globally.
One form the fund could take is suggested
by Nobel Peace Prize winner Oscar Arias
(special contribution, p. 59).

A second logical source of funds for a
global response to global threats is a set of
fees on globally important transactions or

polluting emissions. This is probably some
way off, but even at this stage it is worth
considering some of the more promising
options, two of which are discussed in chap-
ter 4. One is a tax on the international
movements of speculative capital suggested
by James Tobin, winner of the Nobel Prize
for Economics (special contribution, p. 70).
Tobin suggests a tax rate of 0.5% on such
transactions, but even a tax of 0.05% dur-
ing 1995-2000 could raise $150 billion a
year. Such a tax would be largely invisible
and totally non-discriminatory. Another is a
global tax on energy: a tax of $1 on each
barrel of oil (and its equivalent on coal) dur-
ing 1995-2000 would yield around $66 bil-
lion a year.

A third major source for the fund could
be official development assistance. The cur-
rent target for ODA allocations by industri-
al countries is 0.7% of each country’s GNP,
twice their actual contributions. The first
0.1% of GNP contributed to ODA should
be earmarked for a social safety net for poor
nations (chapter 4). But the balance should
be linked to specific objectives—one of
which should be global human security. If
donors restructured existing ODA and
committed some new funds, they could
provide around $20 billion a year to a glob-
al human security fund.

These three sources together could raise
an annual fund of around $250 billion a
year during 1995-2000, seemingly ambi-
tious, but still only around 1% of global
GDP Can humanity do less than this for its
collective survival when it has been willing
until recently to spend more than 4% of
global GDP on the military arsenal?

Rather than the specific forms of global
taxation, it is the basic notion of designing
a global response and raising some global fi-
nancing that the Social Summit should fo-
cus on. What is envisaged here is neither a
separate fund nor a new institution. The
idea is to establish a global account to pool
contributions to meet the needs of global
human security.

The Social Summit should approve the
basic idea of a global human security fund
and give the United Nations the mandate
to prepare its concrete blueprint.

The Social Summit
should approve the
basic idea of a
global human
security fund




It would be
essential to set up
an Economic
Security Council

A strengthened United Nations
umbrella for human development

The logical forum for the administration of
this new global human security fund is the
United Nations. But to cope with the in-
creased responsibility, the UN system needs
to strengthen its capabilities in the area of
sustainable human development.

The development funds of the UN
(UNDP, UNICEF, UNFPA, IFAD and
WEP) provide substantial resources to de-
veloping countries—about $5 billion a year.
The pooled resources of these UN funds
are nearly as large as those of IDA (the soft-
loan window of the World Bank). More-
over, these funds are providing grants, not
credits, so that there is a substantial net
transfer of resources to developing coun-
tries. These development funds are cur-
rently discussing how best to strengthen
their overall development effort and coor-
dinate their assistance strategies, recogniz-
ing the need for a more integrated, effective
and efficient UN development system.

Three steps will be essential for the UN
development funds to assume the increased
responsibilities that may emerge from the
Social Summit.

First, the.concerned programmes of the
UN need to identify common missions and
complementary approaches to helping
countries realize their sustainable human
development goals. Major stimulus will
come from the Secretary-General's Agenda
for Development and from other efforts un-
der way to better define a common sense of
purpose and some unifying themes.

Second, much closer cooperation will
be necessary in the days ahead among the
leaderships of these institutions, both at the
headquarters and at the country level. At
the same time, a more vigorous leadership
from a restructured Economic and Social
Council (ECOSOC) will be vital.

Third, if additional resources are gener-

responsibilities for sustainable human de-
velopment. The precise institutional moda-
lities can be determined by the restructured
ECOSOC. Whatever form a strengthened
UN development system takes, it must
draw on the relative strengths of each de-
velopment fund—and their large con-
stituencies and complementary mandates
—as well as engineer some critical institu-
tional reforms.

An Economic Security Council

To take this process of strengthening the de-
velopment mandate of the UN to its logical
conclusion, it would also be essential to set
up an Economic Security Council. This
would be a decision-making forum at the
highest level to review the threats to global
human security and agree on the necessary
actions. In addition to the threats listed
earlier, it would consider more basic
issues—such as global poverty, unemploy-
ment, food security, international migration
and a new framework for sustainable hu-
man development.

The proposed Economic Security
Council would need to include some of the
following elements:

o A focus on sustainable human develop-
ment—rather than on political and peace-
keeping matters.

e A small and manageable membership—
say, 11 permanent members from the main
industrial and more populous developing
countries, and another 11 membersonaro-
tating basis.

s Aprotected voting mechanism—such as a
requirement that, beyond an overall major-
ity, all decisions should also be ratified by
majorities of both the industrial and the
developing countries.

» A professional secretariat—small and
highly qualified, led by an outstanding per-
son, to prepare policy options for the
council’s consideration.

o Supervision of global institutions—the
council would act as a watchdog over the
policy direction of all international and re-
gional institutions.

The Economic Security Council would
thus consist of about 22 members meeting
{::r-:o;und;ult would also refer some sub-

ts to smaller negotiating groups.

Establishing an I'Zcomm.icps Security
Council will be difficult since it would re-
quire a change in the UN Charter. So, it
would perhaps be more realistic to try for
something less ambitious and more man-
ageable administratively.

One possibility is to extend the mandate
of the present Security Council so that it
could consider not just military threats but
a!so threats to peace from economic and so-
cial crises. This would be in line with cur-
rent attempts to involve the UN not just in
peacekeeping but also—as suggested in the
Agenda for Peace—in actively preventing
conflicts.

Another possibility is to use the
ECOSOC. Currently rather unwieldy, with
54 r‘nembcrs, it could delegate decision-
making power to a smaller executive
board—with, say, 15 members—that could
meet in permanent session. Ministers of fi-
nance and planning could be involved for
the most important development issues,
and decisions could subsequently be rati-
fied by the entire Council and by the
General Assembly. Article 65 of the UN
Charter contains a provision for the
ECOSOC to assume such a mandate at the
request of the Security Council.

These are intermediate steps, however,
and the fact remains that a full-fledged
Economic Security Council would be
preferable to less ambitious alternatives.
The council’s creation need not be such a
daunting prospect if the world community

agrees on the urgency of the task—and on
the need for a much broader international
effcfrt. The Social Summit offers an oppor-
tunity to agree on the framework for this
bold initiative.

The specific proposals for the consider-
ation of the Social Summit are summarized
in box 2 for ready reference by policy-mak-
ers. These proposals may at first sight seem
to demand a great deal from the interna-
tional community. But they probably are
more realistic than they appear.

Let us keep reminding ourselves that
':.h_c imperatives of human security are
bringing people together in all parts of the
world.. Let us also remember that many
heresies of yesterday have become the con-

ventional wisdom of today.

1. Approve a world social charter as a
new social contract among all nations
and all people.

2: Endorse a new development para-
digm of sustainable human develop-
ment--with economic growth centred on
people‘ and sustainable from one
generation to the next.

3. Give the United Nations the mandate
to draw up a compreliensive blueprint
for ensuring global human security and
protecting people from threats in their
daily lives--poverty, unemployment,
drugs, terrorism, environmental de-
gradation and social disintegration.
:. Agte_e anl ab:alrgded reduction of 3%

year in global milit ndin
the decade ISI‘)S»ZIH]S.aa?}dS]dRimcl r%:a{o:
certain proportion of these potential
savings--say, 20% by industrial coun-
tries and 10% by developing countries--
be credited to a global human security
fund.

A proposed action agenda for the Social Summit

BOX 2

P

5. Approve a human developement
compact for the next ten years(1995-
2005) whereby all nations pledge to
ensure the basic human development
levels for all their people, and endorse
!he 2(1:?0 proposal requiring develolp-
ing nations and aid donors to earmark a
minimum of 20% of their budgets for
human priority concerns.
6. Recommend to ECOSOC that it ex-
amine the feasibility of various forms of
global taxation--especially taxes on
global pollution and on speculative
movements of capital --to raise adequate
financing for setting up a new global
fund for buman security.
7. Urge the international community to
st relnglhel'l the role of the United
Nations in the socio-economic field and
1o vest more decision-maki wers i
the UN by cstablishir:;kisgcoonom?;
Security Council to manage the new
dimensions of global human security.

ated to support human development strate- Expert national delegates—the regular
gies—whether through the 20:20 compact ~ meetings would involve nationals with eco-
or through a global human security fund,as  nomic and financial expertise, but there
discussed earlier—a strengthened UN de-  would also be occasional high-level meet-
velopment system will be in an excellentpo-  ings of ministers of finance and planning, as
sition to manage and monitor these well as annual sessions at the level of head
additional resources and to assume the new of state or government.
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The Launch of the Human Development Report 1994
in Copenhagen
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Introduction

The Social Summit comes at a time of the 50th anniversary of the United Nations. Itis a
time to reflect on what was achieved in the previous five decades and look at the challenges that
lie ahead in the next 50 years.

— Mahbub ul Haq

The Human Development Report 1994 was the fifth volume in an annual series that has
been published yearly by Oxford University Press for the United Nations Develcpment
Programme. Written by a team of independent experts under the leadership of Mahbub ul Hag,
the 1994 report was largely devoted to advancing a new concept of human security. It also
presented a possible agenda for the World Summit for Social Development, to be held in
Copenhagen, Denmark in 1995. It was thus fitting that Denmark was the official international
launch site for the report.

The release on 1 June, 1994 in Copenhagen, was followed by regional workshops,
seminars and launches in 20 cities around the world — inspiring global debate on the future of
development assistance and the importance of people as the means and end of the development
process.

For two days prior to the launch in Copenhagen, a group of 70 journalists, representatives
of non-governmental organizations and Danish government officials gathered at the Vilvorde
Conference Centre, not far from where the World Summit for Social Development will be held.
They contemplated the topics that the Summit might address and engaged in the kind of frank
and constructive dialogue which the Human Development Report is intended to kindle.

This booklet contains Dr. Haq's speech that was delivered at the launch, the address given
by Helle Degn, Minister for Development Cooperation of the Government of Denmark and a list
of seminar participants.




Address of Helle Degn, Minister for Development Cooperation, Denmark,
at the launch of the Human Development Report in Copenhagen

When UNDP suggested that the international launching of the Human Development
Report 1994 be held in Denmark, I was naturally more than happy to accept this offer.

I welcome the Human Development Report 1994 as an important document in its own
right and as a contribution to the preparations of the World Summit for Social Development to be
held in Copenhagen in March next year. And I thank Dr. ul Hagq for the official handing over of
the report to me as representative of the Government of Denmark.

The UNDP Human Development Report is, as always, inspiring to read, offering an
alternative to the narrow economic approach, usually applied to development issues.

This is the fifth consecutive UNDP Report. As it has been the case with previous reports,
the 1994 report will most likely result in a heated exchange of views concerning methodical and
conceptual approaches. The fact that the “Human Development Index” has Denmark in 15th
position and Sweden and Norway in respectively fourth and fifth position will not go unnoticed
in Denmark. -

The report’s indications of countries where political riots are likely to take place in a near
future and where consequently a preventive effort of both political and diplomatic character will
have to take place, will undoubtedly also cause a lot of discussion. The predictions have in some
cases unfortunately already been proven right, as the tragic example of Rwanda.

The Human Development Report 1994 introduces a new concept of human security and
offers several inspiring and concrete proposals for the World Summit for Social Development.

The proposal contained in the Human Development Report for a 20/20 Human
Development Compact to implement targets for essential human development, and the idea of
letting the “peace dividend” finance part of the global action needed for this, are valuable ideas
that consider serious political consideration.

The Human Development Report points out that human security is relevant to people
everywhere, in rich nations and in poor. Famines, ethnic conflicts, social disintegration,
terrorism, pollution and drug trafficking are no longer isolated events, confined within national
borders.

Social development and social progress cannot be achieved by national governments
alone. Social development requires participation and interplay by a variety of actors. The actions
which are required to address the core issue of the Copenhagen Summit — poverty,
employment and social integration — must combine social, economic and environmental
concems nationally and internationally.

Over the last few years we have witnessed the democratic transition in former
Communist societies and in many developing countries, and the end of the Cold War. We now
see decrease in global military expenditures, opening-up of economies and improved prospects
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§£ a p;lacetf;:l co-existence in South Africa and in the Middle East. These development justify
b pe that the world is again ready for new initiatives and give a solid background for the World
ummit for Social Development to present a new vision for future development.

The Human Development Report concludes b i “

! y observing that “the suggested proposals
may at first sight seem to demand a great deal from the international community. But they are
probably more realistic than they appear.” Dr. ul Haq reminds us that “many heresies of
yesterday have become the conventional wisdom of today.”

. Lct_us hopF that a political determination to try new ways will be present, not only during
!.he discussions prior to and during the World Summit for Social Development, but even more
important after the Copenhagen Summit.
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Human Security in an Uncertain World

Nothing could have pleased us more than to launch the 1994 Hwnan Development Report
from Copenhagen. In another ten months, leaders of many nations of the world will be
assembling here for the Social Summit. Their deliberations will be critical for the course of
events in the 21st century. The main messages of our next Report are addressed to those world

leaders.

Our 1994 Report, fifth in an annual series, underscores the new imperatives of human
security in the post-cold war era. Security is now increasingly interpreted as security of people
in their daily lives — in their homes, in their jobs, in their streets, in their communities, and in
their environment.

Many perceptions will have to change. Human security must be regarded as universal,
global and indivisible. Just imagine for a moment that every drug that quietly kills, every disease
that silently travels, every form of pollution that roams the globe, every act of senseless terrorism
— just imagine for a moment that they all carried 2 national label of origin, much as traded
goods do, we shall then realize with a sudden shock that concemns for human security are more
globalized today than even global trade.

A second perception will change. We shall all realize that poverty cannot be stopped at
national borders. Poor people may be stopped. But not the tragic consequences of their poverty.
Drugs, and AIDS, and pollution, and terrorism respect no national frontier today. In fact, when
people travel, they bring much dynamism and creativity with them. When only their poverty
travels, it brings nothing but human misery.

One more perception will change. We shall all begin to recognize that it is easier, more
humane, and less costly to deal with the new issues of human security upstream rather than
downstream. Does it make any sense to incur a staggering cost of US$240 billion in the last
decade for HIV/AIDS when even a small fraction of that amount invested in primary health care
and family planning education may have prevented such a fast spread of this deadly disease? Is it
a great tribute to international diplomacy to spend $2 billion in a single year on soldiers in
Somalia to deliver humanitarian assistance when such an amount invested much earlier in
increased domestic food production and social development may have averted the final human
tragedy — not just for one year, but for a long time to come? Is it a reflection of human ingenuity
that we are willing to spend hundreds of billions of dollars on administrative control of drug
trafficking and on the rehabilitation of drug addicts but not even a small part of that amount for
drug education of consumers or alternative livelihoods for producers?

It is time that we fashion a new concept of human security that is reflected in better lives
for our people, not in better weapons for our countries. In fact, those countries which ignored the
security of their people were unable to protect even the security of their nations. In 1980, Iraq,
Somalia and Nicaragua topped the list in having the highest military to social spending ratios.

By the 1990s, these countries were beginning to disintegrate. On the other hand, Costa Rica
invested one-third of its national income in'the education, health and nutrition of its people and
nothing at all in the army which it had abolished as far back as 1948. Is it any wonder that Costa
Rica survived as the only prospering democracy in the inflamed region of Central America in the
last few decades?
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The emerging concept of human security is a i i
i powerful idea that will lead to man
fundamental changes in our thinking. !

First, we must search for new models of human development which treat GNP growth as
a means, not as an end; which enhance human life, not marginalize it; which replenish natural
resources for future generations, not run them down; which encourage grass roots participation
of people in the events and processes that shape their lives.

The real issue is not economic growth per se but its character and its distribution. Those
who. postulate a fundamental conflict between economic growth and human development do no
service to the poor nations. To address poverty, economic growth is not an option, it is an

imperative. But what type of growth? And who participates in it? And who derives the benefits?
These are the real issues.

I-.‘or a long time, it was quietly assumed that high levels of economic growth will
automatically translate into high levels of human development. We know now that this may or
may not happen. There is no automatic link between economic growth and human lives.

The practical experience of many nations demonstrates this reality. For example, Sri
I?an%ca and Guinea show exactly the same GNP per capita: $500. But just contrast the quality of
I{fc in their societies: life expectancy of 71 years in Sri Lanka, only 44 years in Guinea; adult
literacy rate of 89% in Sri Lanka, only 27% in Guinea; infant mortality of 24 per 1000 in Sri
;..anka. as high as 135 in Guinea. This is because it is not just the level of income that matters, it
is hr?w that income is spent by a society. It is also because human beings make many choices —
Pameula.rly in social, cultural and political fields — which may be largely independent of their
income level. Thus, the quality of growth is even more important than its quantity.

The emerging concept of sustainable human development is based on equal access to
dew':lopment opportunities, for present and for future generations. The heart of this concept is
equity. And it is equity in access to opportunities, not necessarily in results. What people do
with their opportunities is their own concern. But they should not be denied an equal

opportuni_ty to develop and to use their human capabilities. We must acknowledge the
universalism of life claims of every individual.

:I‘hc concept of sustainable human development focuses our attention both on the future
generations as well as on the present. But there would be something clearly immoral about
sustaining the present levels of poverty. Development patterns which perpetuate today’s
inequities are neither sustainable nor worth sustaining. Indeed, as our Report points out
fepcatedly. an unjust world is inherently unsustainable. A major restructuring of the world’s
income and consumption patterns — especially a fundamental change in the current life styles of

the rich nations — may be a necessary precondition for any viable strategy of sustainable human
development.

Second, we must design a new framework of development cooperation — based on
global compacts between nations, not on charity. Foreign assistance must finally emerge from
the shadows of the cold war. Even today, foreign aid is often linked to strategic allies from the
past than to any specific global objectives of the future — from poverty reduction to human
development, from slowing down population growth rate to improving the physical environment.
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Only one-third of ODA is earmarked for the ten countries containing two-thirds of the world’s
absolute poor. Twice as much ODA per capita is given to the top 40% income group in the
world as to the bottom 40%. Only less than 7% of bilateral ODA is directed towards human
priority concerns of primary health care, basic education, safe drinking water, nutrition
programmes and family planning services. This shows the enormous scope that still exists to get
much more policy mileage and much better allocations out of existing aid funds.

At the same time, the concept of development cooperation must be broadened to include
all development flows — including trade, investment, technology and labour flows. It is simply
unacceptable that while aid transfers so few resources to the developing world, several times
more is taken away through trade protection, immigration barriers and an increasing debt burden.
In such a situation, it is critical for poor nations to bargain for a more equitable access to global

market opportunities.

The Report outlines a new design of development cooperation for the coming decades
where:

m aid is regarded as an essential investment by the rich nations in their own human

security;

m developing countries are compensated for trade and immigration barriers imposed by

the rich nations;

m polluting nations are made to pay for their overuse of the global commons;

m the potential peace dividend of nearly $500 billion between 1995 and 2000 is
earmarked primarily for the priority human development agenda; and

m global compacts are negotiated in specific areas between rich and poor nations — such
as population, environment, drug control — based on two-way cooperation, not on one-
way conditionality or coercion.

Third, the new imperatives of global human security demand an entirely new system of
global governance — particularly, a greatly strengthened role of the United Nations in the
development field. The nature of conflicts has changed dramatically. Out of the 82 conflicts in
the last three years, each causing more than a thousand deaths, as many as 79 were within
nations, not between nations. The Report identifies many developing countries which are
already heading towards social disintegration. Behind every failed state, there lies a long trail of
failed development or unacceptably high socio-economic disparities. These countries require
preventive development, not more weapons of war. Soldiers in UN. blue berets are a poor
substitute in situations which cry out for socio-economic reforms and sustained development.
The United Nations should be enabled to play a more significant role in social and human
development of these poor nations. Only by designing an early warning system and by
undertaking upstream preventive development can the United Nations help these nations avert a
national collapse. The UN can no longer fight the battles of tomorrow with the weapons of

yesterday.

It is in this context that the Report offers at least six concrete proposals for the
consideration of the Social Summit:
m A World Social Charter, to arrive at a new social contract among all nations and all
people.
m A reduction of 3 per cent a year in future global military spending, with 20 per cent of
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the savings by ri i i
iy gs by rich nations and 10 per cent by poor nations earmarked for global human
® A 20:20 compact for human develo i i ion, primary
mp pment — to provide basic education, pri health
care, safe drinking water arfd essential family planning services to all peopll:c) over the
ggxt decade — by ean-narhng 20 per cent of the existing developing country budgets and
per cent of the existing aid allocations to these basic human priority concerns

mA gu}zzal human security fund — financed from global taxes such as the “Tobin tax” on
speculative movements of international funds, an international tax on the consumption of
non-renewable energy, global environmental permits and a tax on arms trade.
mA new ff'amework of development cooperation, to graduate from the present aid
fclanonsl*up to a more mature development partnership — by including trade, technology
investment and labour flows in a broader design to be negotiated arﬁong natiéms i
® An Economic Security Council in the United Nations i i mah- n

i ity , as the highest decisi i
forum to consider basic issues of human security such as global pgo}\lfcrty.e::lnsc:g:;:loymcﬁt,

food security, drug trafficking, global s : PEE
: ' pollution, international mi
framework of sustainable human development. Pt s 3 new

_ These proposals demand a great deal from the international i
ctmr}cmly feasible. And what is more, they are urgently needed if \:: ?:lt]:lz.sinu;?: ‘e
architecture of peace through development in the 21st century. e
Let me conclude with one final observation. The world has seen more h i
: opefi

&c last decade than ever befo_rc — from the collapse of communism to the fall ofp:l:l B(::l:?inngcs "
. all, from the end of apartheid in South Africa to a dim outline of peace in the occupied

alanne, ﬁ:ox'n a sweep of democracy across many lands to an opening up of economies in man
nations. This is a time to build a new edifice of human security throughout the world. i

Fifty years ago, the United Nations was born in San Franci i
. | cisco, carrying the ho d
?_sp:m!:;;ms of the global community. For the last 50 years, the UN has comrrﬁfted itscll}ctsoa;e
u'fit pillar szl global security — to freedom from fear, to territorial security, to peace between
::mocntsi.m o :v;lc esng1.nalcc£ now a “second birth” of the United Nations in Copenhagen next year
e Social Summit — a UN committed to the second pillar of human i
freedom from want, to socio-economic development, to peace within nations. Thatsizcgl?rty °

supreme challenge. Our 1994 :
ot Cha]lcngc.g Report, that we launch today, is only a modest attempt to respond
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