
Foundations for Economic Growth 

The 1990 s have see n a  period o f sustained worl d economi c growt h an d 
rising prosperity spurred by the globalisation of trade and foreign invest -
ment flows,  and pruden t macroeconomi c policies . 

Some developin g countrie s whic h change d t o outward-oriente d 
development strategies in earlier years have achieved notable growth and 
seem well placed to exploit the new opportunities. Others, however, have 
lagged behind i n adopting development strategies based on sound macro-
economic managemen t an d structura l adjustment , Fo r them, economi c 
growth ha s bee n slow , expor t performanc e lacklustr e an d povert y per -
sistent. They are at risk of being further marginalise d economically i n the 
21st century . 

Recognising this problem, Commonwealth Head s of Government i n 
1995 called for severa l measures to promote developmen t an d eradicat e 
poverty throughou t th e Commonwealth . Sinc e then , th e Secretaria t 
has sough t t o help poore r developin g membe r countrie s t o manage th e 
transition t o mor e rationa l developmen t strategie s i n orde r tha t the y 
may benefit fro m th e ne w world economi c an d trad e orde r -  an d avoi d 
economic marginalisation . 

Assisting Adjustment and Strengthening Competitiveness 
The Secretaria t has , for many years, assisted member countries in imple-
menting structura l adjustmen t programme s throug h polic y advice , 
technical assistance and training. In 1996 , it began providing assistanc e 
to thos e countrie s wishin g t o develo p practica l strategie s fo r expor t 
growth an d diversificatio n i n the ope n tradin g environmen t create d b y 
the post-Uruguay Roun d an d increasingl y globa l capital flows. Much of 
this assistanc e wa s throug h assessin g th e competitivenes s o f certai n 
sectors i n membe r countrie s i n additio n t o assistanc e i n implementin g 
various elements o f the refor m programme . 

Working togethe r with loca l counterparts, team s of Commonwealt h 
Secretariat staf f an d expert s have assesse d competitiveness i n Sri Lanka 
and Mauritius and begun similar assessments in Zimbabwe and Pakistan . 
Each assessment seeks to translate the experience of building export com-
petitiveness in successful countrie s into practical, medium-term strategie s 
for others . Work i s also proceeding t o develop competitivenes s indica -
tors to monitor development i n member countries agains t internationa l 
benchmarks. 

There ar e severa l common element s i n each assessment : a  mappin g 
out of the country's pattern of competitiveness and those of its main com-
petitors; a n examinatio n o f th e macroeconomi c regim e focusin g o n 
inflation, interes t rates and exchange rates ; an appraisal of the trade an d 
foreign investmen t policie s affectin g industry ; a n analysi s o f th e tech -
nological capabilities of manufacturing industrie s directed a t increasin g 
market shares and future exports ; and an evaluation of existing financial 
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Each countr y assessmen t als o include s som e uniqu e aspects . Th e 
Mauritius assessmen t emphasise d deepenin g th e financial  secto r an d 
developing offshore financial  service s and policies to enhance this . Th e 
Zimbabwe assessmen t wil l examine th e problems o f small and medium -
sized enterprises, wit h a  focus o n enterprise s heade d b y women, an d o n 
policies which ca n stimulat e thei r growth . 

These assessment s fee d int o nationa l policy-making . I n Sr i Lanka , 
the repor t wa s a  majo r inpu t int o th e wor k o f th e Presidentia l 
Commission o n Employmen t an d Developmen t Strateg y an d th e 
National Developmen t Council . I n Mauritius , i t will feed int o the wor k 
of the Financ e Ministr y o n ho w t o shif t fro m relianc e o n th e garmen t 
industry int o ne w manufacturin g an d servic e exports . I n Zimbabwe , i t 
is expected t o contribute t o th e country' s ne w three-yea r developmen t 
plan a s well as an industria l polic y statement . 

The Commonwealt h team s have als o contributed t o capacity-build -
ing and training by transferring thei r expertise to their local counterparts . 
In the future, i t i s hoped tha t th e counterpart s wil l be able to undertak e 
their own assessments on national competitiveness assessment s and thu s 
update th e Commonwealt h exercise . 

Debt Management 

The meeting s o f Commonwealth Financ e Minister s hav e bee n instru -
mental i n trying to win international agreemen t o n debt issue s (see page 
97). These initiative s hav e bee n supporte d b y technica l assistanc e an d 
policy advice t o member state s on deb t management . 

Following Worl d Bank/IM F agreemen t o n th e Deb t Initiativ e fo r 
the Heavil y Indebte d Poo r Countries (HIPCs ) i n 1996 , the Secretaria t 
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institutions an d mechanism s fo r supportin g ne w enterpris e growt h i n 
areas of dynamic comparativ e advantage . 

Busy ports,  stronger  economies  .. . here  the 
Singapore lion  symbolises  development  strategies 
that work 
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DOMESTIC DEB T 

While a number o f countrie s hav e been 
bringing management o f thei r externa l 
debt unde r control , the associated growt h 
of domesti c publi c deb t level s is 
increasing - an d mor e so in countrie s 
where external deb t stil l remain s high . 

Although domesti c borrowing s o f 
government are those made in loca l 
currency and from residents , there is 
nevertheless a significant degre e of 
interaction betwee n externa l an d 
domestic debt . Indeed , as monetary 
exchange regimes are liberalised, the 
distinction betwee n domestic an d 
external deb t i s becoming blurred. 

Since 1996, at the reques t o f 
Commonwealth Financ e Ministers , the 
Secretariat, through the CFTC, has been 
revamping the domestic deb t modul e o f 
the Commonwealth Secretaria t Deb t 
Recording and Managemen t Syste m (CS-
DRMS). A number o f countrie s i n Africa, 
the Caribbean and the Pacifi c have started 
using the domestic module , together wit h 
the external one, to capture the various 
forms of government borrowing s - loans , 
overdrafts, treasury bills , bonds, post 
office certificates and so on. The 
analytical features of CS-DRM S will b e 
enhanced to enable debt sustainability t o 
be determined, taking into account bot h 
external and domestic debt . 

Regional workshops for senior executive s 
on the issues facing effective domesti c 
debt managemen t hav e been held i n June 
1996 in St Kitts and Nevi s for Caribbea n 
countries, in collaboration wit h th e 
Eastern Caribbean Centra l Bank , and i n 
Sri Lanka for Asian countries . 

A new Domesti c Deb t Compendiu m 
highlighting bes t practice in domesti c 
debt managemen t i s also being prepared, 
taking into account the experiences of 
various Commonwealth countries . 

has begu n t o hel p countrie s carr y ou t thei r ow n analysi s o f deb t sus -
tainability, tha t is , the abilit y of a country t o meet it s current an d futur e 
external deb t servic e obligations i n full, withou t recours e t o debt relief , 
rescheduling of debts or the accumulation o f arrears, and without undul y 
compromising growth. The Secretaria t i s also helping countries to under -
stand the criteria required i n order for them to access debt relief from th e 
Initiative. 

In June 1997 , the Secretaria t held a  workshop i n London designed t o 
help HIPC s understan d thes e criteria , discus s th e issue s pertinen t t o 
achieving deb t sustainability , develo p thei r abilit y to do so and identif y 
the relevan t polic y guideline s a s par t o f effectiv e deb t management . 
Representatives from Cameroon , Ghana , Kenya , Malawi, Mozambique , 
Tanzania, Ugand a an d Zambi a a s wel l a s observer s fro m Beliz e an d 
Trinidad an d Tobag o attended . 

The Secretaria t i s also undertaking wor k o n th e fiscal  sustainabilit y 
of debt an d o n th e impac t of  deb t overhan g o n investmen t an d acces s 
to capita l markets . 

Nearly 40 member countries now use the Commonwealth Secretaria t 
Debt Recordin g an d Managemen t Syste m (CS-DRMS) , th e compute r 
software whic h wa s developed in-hous e an d launche d i n 1985 . 

The focu s o f assistanc e i n deb t managemen t continue d t o b e o n 
areas identifie d b y individua l countries , an d thes e include d review s 
of institutiona l arrangement s (Malawi , Seychelle s an d Tanzania) , dat a 
validation (Sr i Lanka , Tanzania , Mozambiqu e an d Lesotho) , advic e 
on deb t strateg y an d restructurin g (Kenya , Guyana ) an d guideline s fo r 
borrowing. A  significan t amoun t o f resources wa s devoted t o capacity -
building a t al l levels . 

The training programmes focused o n the interpretation o f loan agree-
ments, o n th e us e o f CS-DRM S fo r managin g deb t portfolios , o n 
developing deb t strategie s an d technique s and , mor e recently , o n cus -
tomising report s t o th e loca l environment . 

In 1996 , Commonwealt h Financ e Minister s approve d a  three-yea r 
modernisation programme to create an improved Windows-based versio n 
of CS-DRMS. Th e ne w versio n wil l expan d facilitie s i n deb t analysis , 
introduce new features i n domestic debt and government on-lending , and 
permit CS-DRM S t o b e accesse d b y a  large r grou p o f users with differ -
ing needs . Th e firs t phas e o f th e modernisatio n programm e wa s 
completed with the release of version 7 of CS-DRMS in March 1997 , and 
a programme t o upgrade al l existing user s i s under way . 

Domestic deb t managemen t i s als o increasingl y becomin g a n 
important componen t o f th e Secretariat' s advisor y service s i n deb t 
management. 
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Trade Policy and Promotion Assistance 

The Secretaria t continue s t o hel p membe r countrie s respon d t o th e 
Uruguay Roun d agreement s an d othe r development s i n th e interna -
tional trading system. Several extensive assessments were prepared durin g 
1995 and 199 6 of the implications of the Uruguay Round agreement s fo r 
Commonwealth developin g countries . Region-specifi c an d country -
specific assessment s wer e als o prepare d i n 199 6 a t th e reques t o f 
Botswana, Jamaica an d Mauritius . 

An importan t consequence o f the Uruguay Round i s its influence o n 
the term s o f futur e trad e arrangement s betwee n th e se t o f African , 
Caribbean and Pacific (ACP ) countrie s and the European Union, whic h 
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are currently contained i n the Lomé Convention an d accompanying pro-
tocols. The Secretaria t ha s been assistin g the AC P countrie s (o f whic h 
38 ar e Commonwealt h members ) b y providin g exper t analysi s o f th e 
implications of the proposals in the EU's Green Pape r on thi s subject, i n 
close co-operation with the ACP Secretariat . This assistance i s likely t o 
be continued a s ACP-EU negotiation s approach . 

Another seque l to the Uruguay Round i s a set of links between trad e 
policy and othe r issue s - environment , regionalism , foreign investmen t 
and competitio n -  whic h member s o f th e Worl d Trad e Organisatio n 
(WTO) hav e agreed to discuss. The Secretaria t provided a  commentary 
on th e prospectiv e 'link ' issue s to Commonwealt h member s befor e th e 
WTO ministeria l meetin g i n Singapor e i n Decembe r 1996 . 

The Secretaria t ha s als o assisted som e membe r countrie s i n consid -
ering accession to the W TO an d helped relevant institution s in membe r 
countries t o formulate an d implemen t strategie s for th e expor t o f goods 
and service s i n the ligh t o f the Urugua y Round . 

Regional Co-operation 

In respons e t o a  reques t fro m th e SADC , th e Secretaria t recentl y pre -
pared a  study, The Impact  of  the Removal of  Tariffs for the  Free Trade Area 
(FTA) of  the Southern African  Development  Community,  whic h analyse d 
the effects o f the formation o f the FTA on trade, output, employment an d 
customs revenue i n the SAD C countries . 

The result s are heavily qualified b y limitations i n the availabl e trad e 
data, but they suggest that the distribution of benefits t o exporters i n th e 
FTA i s likely t o b e widespread , eve n i n thos e countrie s whic h initiall y 
have onl y smal l exporters . However, th e stud y als o indicated tha t diffi -
culties ma y aris e fro m los s o f custom s revenu e i n som e countries , an d 
from possibly extensive structura l adjustment . Thes e results suggest tha t 
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A computer workshop  in  Bangalore,  India  ...  the 
Commonwealth works  towards improving  export 
competitiveness 
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the FT A shoul d incorporat e adequat e adjustmen t period s fo r countrie s 
faced wit h sectora l difficulties . 

The repor t wa s presented t o a  SADC meetin g i n June 199 6 whic h 
called for a study analysing the complementary economic policies needed 
to accompany the FTA. The Secretaria t i s designing this study which will 
focus o n ta x policies , th e possibilit y o f a  compensator y mechanism , 
export development an d facilitating cross-borde r investment . The stud y 
is planne d t o b e followe d b y furthe r form s o f assistanc e t o SAD C 
members a s they determin e an d implemen t th e FTA . 

The Secretariat holds  workshops on 
managing debt 

Technical Assistance 

Audit adviser s an d manager s wer e sen t t o Lesoth o an d Seychelles , 
income tax and property tax consultations were provided to Antigua an d 
Barbuda, Samoa, and Trinidad and Tobago, and an adviser in CS-DRM S 
went t o Jamaica . Adviser s ar e bein g provide d t o Sout h Pacifi c Foru m 
member countries on trade and investmen t issue s relating particularly t o 
W T O membership , an d t o Beliz e on trad e matters . An advise r assiste d 
the Ai d Managemen t Uni t i n Ghana , an d a  national account s advise r 
was provided t o Barbados . 
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