
THE WORLD BANK GROUP ARCHIVES

PUBLIC DISCLOSURE AUTHORIZED

Folder Title: Vice Presidential Seminar Series - 1998-10-21 - Cultural Identity -Ismail
Serageldin

Folder ID: 1759446

Series: Liaison with external organizations

Dates: 01/01/1998 - 12/31/1998

Fonds: Records of the Office of External Relations

ISAD Reference Code: WB IBRD/IDA EXT-08

Digitized: 10/24/2019

To cite materials from this archival folder, please follow the following format:
[Descriptive name of item], [Folder Title], Folder ID [Folder ID], ISAD(G) Reference Code [Reference Code], [Each Level
Label as applicable], World Bank Group Archives, Washington, D.C., United States.

The records in this folder were created or received by The World Bank in the course of its business.

The records that were created by the staff of The World Bank are subject to the Bank's copyright.

Please refer to http://www.worldbank.org/terms-of-use-earchives for full copyright terms of use and disclaimers.

THE WORLD BANK
Washington, D.C.
© International Bank for Reconstruction and Development / International Development Association or
The World Bank
1818 H Street NW
Washington DC 20433
Telephone: 202-473-1000
Internet: www.worldbank.org



EXTERNAL AFFAIRS - UN System
VP Seminar Series - 10/21/98
Cultural Identity - I. Serayeldin

DE CLASSIFIED 1759446Artsis
R2003-069 Other# 12 185125B

WBG Archives Vice P'~e :;:ntial STim , ar Series - 1998-10-21 - Cultural IdentitY -Ismail Seraeldin



The World Bank
INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT 809 United Nations Plaza, Suite 900 Phone (212) 963-6008
INTERNATIONAL DEVELOPMENT ASSOCIATION New York, New York 10017 U.S.A. Fax (212) 697-7020

ALFREDO SFEIR-YOUNIS
Special Representative
to the United Nations

October 14, 1998

Mr.
New York, NY 10017

Dear :

I am pleased to invite you and members of your Mission to a World Bank seminar entitled
Memory and Vision: Cultural Identity in a Changing World. Our speaker will be Mr. Ismail Serageldin,
Vice President for Special Programs at the World Bank.

At the seminar, Mr. Serageldin will focus on cultural identity and its critical role in the age of
globalization. Mr. Serageldin will also discuss the Bank's role in culture, its rationale for involvement in
this area, and give examples of cultural projects the Bank has undertaken in developing countries. He
will then outline his vision for a new partnership compact for success. Mr. Serageldin, who also serves as
Chairman for the Consultative Group on International Agricultural Research (CGIAR), the Consultative
Group to Assist the Poorest (CGAP), the Global Water Partnership (GWP), the World Commission on
Water for the 21st Century, and the World Bank-NGO Committee (co-chair), holds cultural heritage
under his purview as part of his portfolio as Vice President for Special Programs.

This event is in support of the Second Committee's debate on item 93(g) on cultural
development under sustainable development and international cooperation. The seminar is part of a
series of seminars organized by the World Bank to bring senior Bank officials to the United Nations for a
dialogue with UN representatives and staff. Given the growing commitment both organizations have to
fostering closer relations and expanding partnerships, we hope that you and members of your Mission
will participate fully in these events.

Memory and Vision: Cultural Identity in a Changing World will be held from 1:30 to 2:45 p.m.,
on Wednesday, October 21, in Conference Room #7. An R.S.V.P. to Tanya Kittrell at 986-8309 would
be most appreciated.

I look forward to seeing you or your designee at this gathering.

Sincerely,
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Vice President, Special Programs FAX: ( -

FROM: Alfre1.o f4i, n is FAX: 212-697-7020
Phone:212-986-7838

SUBJECT: Backgiound for October 21, 1998 seminar on
Memory and Vision: Cultural Identity in a Changing World
1:30-2:45 p.m.
Conference Room 7, United Nations

Dear Ismail,

We greatly look forward to your visit here at the UN tomorrow. As you know, your
lunchtime seminar entitled Memory and Vision: Cultural Identity in a Changing World is part of
the series of seminars the General Assembly Second Committee (on economic affairs) is holding
on issues being debated in their current session. The debate on cultural development is taking
place right now. I am attaching the background document for the session, produced by UNESCO
and entitled Cultural Development: Note by the Secretary-General. There is not much direct
reference so far to the Bank in the debate. You will note, however, in the UNESCO document
that they have produced an Action Plan on Cultural Policies for Development (Appendix), which
sets out a list of policy objectives for member states. In Objective 5, (Making more human and
financial resources available for cultural development), they invite the international financial
institutions, along with other funds and programs, to "increase the financial assistance they
provide for development projects with a significant cultural component."

The discussion on cultural development is included in the larger discussion on Sustainable
development and international economic cooperation. (By the way, I'm also including for your
information a document on the role of microcredit in the eradication of poverty, which is also part
of the larger discussion.)

I may join you at the American Museum of Natural History tomorrow morning for the
Religion and Ecology: Discovering the Common Ground conference, as I would very much like
to hear the discussion and especially your presentation. I will then "escort" you and Sarwat back
to the UN in time for the 1:30 presentation here. In the event that I am unable to make it to the
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Museum because of our schedule here, we have agreed with Sarwat that you will both come to
Conference Room 7 at 1:15 p.m., at which point Clare and Sarwat will get the slides and the
room set up and you and I will have an opportunity for a brief conversation before the seminar
begins.

We have agreed not to have handouts at the meeting, but if people feel the need for follow-up
information, we will produce a powerpoint presentation out of the slides you select, as we did last
time.

As Clare mentioned to Sarwat, Ambassador Chowdhury of Bangladesh indicated that he
would like to meet with you, and we are now trying to arrange a time for such a meeting. (It may
be difficult, as his schedule is very tight tomorrow.) If we don't let you know this evening, we'll
let you know in the morning what the plan is for that meeting. I am attaching a bio for
Ambassador Chowdhury in the meantime just in case the schedule does work out. Clare and
Julianne are working with Sarwat on this.

Looking forward to seeing you tomorrow.

Best regards.



United Nations A/53/321

General Assemb Distr.: GeneralGY 3 September 1998

Original: English

Fifty-third session
Iterf96 (g) of the provisional agenda
Sustainable development and international economic cooperation:
cultural development

Cultural development

Note by the Secretary-General

The Secretary-General has the honour to transmit to the General Assembly the report
of the Director-General of the United Nations Educational, Scientific and Cultural
Organization on cultural development, which was prepared pursuant to General Assembly
resolution 52/197 of 18 December 1997.

A/53/150.
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Annex
Report of the Director-General of the United Nations
Educational, Scientific and Cultural Organization on
cultural development

Introduction

1. General Assembly resolution 52/197 was based on an awareness of the crucial
relationship between culture and development. In the resolution, the Assembly encouraged
the United Nations Educational, Scientific and Cultural Organization (UNESCO) to accord
priority to this theme in its work. It also requested the Secretary-General to include the
outcome ofthe Intergovernmental Conference on Cultural Policies for Development, to be
held in Stockholm, in the report on the implementation of the resolution. As the efforts
undertaken by UNESCO in the area of culture and development after the autumn of 1997
were concentrated on preparations for the Conference, whose ultimate purpose was to pursue
the same objectives as those set out in the resolution, the present report is devoted entirely
to the Conference itself.

2. The Intergovernmental Conference on Cultural Policies for Development was held
in Stockholm from 30 March to 2 April 1998. It brought together some 2,400 participants
representing 149 Governments, 22 international intergovernmental organizations, over 100
non-governmental organizations, foundations, voluntary associations and other civil society
entities, as well as many individual artists, scholars and experts. The Conference was
convened by the Director-General of UNESCO in accordance with a decision adopted by
the Executive Board of UNESCO at its 15 1st session (May-June 1997), which envisaged
the event as a conference at the ministerial level, in category II of the UNESCO system of
classification of types of meetings (intergovernmental meetings other than intergovernmental
conferences of States).

3. The point of departure for the Conference was the new light on the interactions
between culture and development shed by the World Commission on Culture and
Development in the report, entitled Our Creative Diversity,' which it submitted to the
General Conference of UNESCO in November 1995 and to the General Assembly in
November 1996. The Commission underlined that when culture is understood as the basis
of development the very notion of cultural policy has to be considerably broadened. Any
policy for development must be profoundly sensitive to and inspired by culture itself. In
order to bring such thinking into the policy- and decision-making mainstream, the World
Commission had recommended several actions, including the organization of a ministerial
level meeting on cultural policies in 1998. This idea was taken up by the Government of
Sweden, which considered that such an international gathering would be an indispensable
step towards giving practical follow-up to the work of the Commission and at the same time
strengthening UNESCO efforts with regard to international cooperation in the cultural policy
field. In 1996, therefore, the Swedish authorities invited the Director-General to organize
such a conference and declared their readiness to host the gathering. This invitation was
considered by the Executive Board of UNESCO, which decided in June 1997 that an
Intergovernmental Conference on Cultural Policies for Development should be held in
Stockholm from 30 March to 2 April 1998 and set out its terms of reference.

Paris, UNESCO, 1996.
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Preparation of the Conference

4. In accordance with the terms of reference for the Conference and in consultation with
the Ministries of Education and Culture of Sweden, the Director-General formally convened
the Conference in July 1997, drawing up for this purpose a preliminary agenda based on
major problem areas in which it appeared necessary to explore and define practical measures
at the national, regional and international levels. The document identified the strengthening
of UNESCO contributions to cultural policy formulation as a second core purpose of the
Conference. With these goals in mind, the Director-General also proposed to ensure the full
participation of representatives of civil society and the private sector alongside those of
Governments and to design the Conference with a view to ensuring a maximum of free
interaction between and among them. The Director-General's proposals having been
endorsed by member States, the secretariat prepared a background document which reviewed
the main challenges and key issues regarding cultural policies and development. So as to
enable the Conference not only to explore new ideas, but also to take them to the plane of
strategies and action, the document explored actual policy challenges rather than theoretical
issues or basic concepts. In the same spirit, the Director-General also submitted a draft action
plan on cultural policies for development in which he proposed that the Conference adopt
a number of key policy commitments.

Structure of the Conference

5. The Conference was organized in three types of sessions: plenary, forum and agora.
For the plenary sessions, Ministers and senior officials were asked to focus their remarks
on the proposals contained in the draft action plan, the final version of which was intended
to be the principal outcome of the Conference. The Director-General also decided to invite
a number of eminent individuals as guest speakers with a view to enriching the plenary
debate. The forum sessions, each organized and chaired by a different member State, were
designed as structured discussions on the 10 conference themes, with a view to exploring
major current issues and challenges at the national and international levels. For this purpose,
individual specialists were invited to open each session with a panel discussion. The agora
sessions were conceived as a rich and varied menu of independent workshops and seminars
organized by intergovernmental and non-governmental organizations and associations,
foundations and the like with a view to highlighting ideas and new initiatives across a broad
spectrum of cultural policy-related areas. Several other events were also envisaged. The
organization of the Business Forum was entrusted to the Progressio Foundation, based in
the Netherlands, while the UNESCO secretariat organized the Youth Forum. The
International Federation of Actors took the initiative of organizing a conference entitled
"Performance Priorities for Cultural Policy Making" and the Swedish Joint Committee for
Literary and Artistic Professionals held a conference entitled "Towards a Cultural
Agenda 21". This conference structure was innovative not only in the breadth of its subject
matter and the diversity of participation but also because it made possible real interaction
between governmental and non-governmental concerns. The representatives of non-
governmental organizations thus participated fully in the Conference rather than simply
holding their own discussions parallel to it.

6. Ms. Marita Ulvskog, Minister of Culture of Sweden, was elected President of the
Conference by acclamation. The Conference elected the following Vice-Presidents: Mr.
Pantcho Tzankov, Deputy Minister of Culture of Bulgaria; Dr. Ramiro Osorio Fonseca,
Minister of Culture of Colombia; Dr. Ataollah Mohajerani, Minister of Culture and Islamic

3
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Guidance of the Islamic Republic of Iran; Mr. Jacques Adiahenot, Minister of
Communication and Culture of Gabon; and Mr. Abdelbaki Hermassi, Minister of Culture
of Tunisia.

7. Representatives ofthe following member States were elected members of the Drafting
Group, which was entrusted with the task of preparing a revised draft of the action plan on
cultural policies for development: China, Cuba, Egypt, France, India, Lithuania,
Mozambique, Mexico, the Russian Federation, Saudi Arabia, Senegal and the United
Kingdom of Great Britain and Northern Ireland. Mr. Noureini Tidjani-Serpos, a scholar and
diplomat currently serving as the Permanent Delegate of Benin to UNESCO and who was
the Chairman of the Executive Board of the Organization in 1996/97, was elected
Rapporteur-General by acclamation and in that capacity served as Chairman of the Drafting
Group.

8. The Conference held seven plenary meetings between 30 March and 2 April 1998.
Ministers or senior officials representing 83 Governments took part in the debate, together
withthe representatives of five intergovernmental organizations and one non-governmental
organization. The President of the Council of the Inter-Parliamentary Union, Mr. Miguel
Angel Martinez; the Secretary-General of the Commonwealth, Chief Emeka Anyaoku; the
Secretary-General of the Council of Europe, Mr. Daniel Tarschys; and the Director-General
of the Islamic Educational, Scientific and Cultural Organization, Dr. Abdulaziz Altwajiri,
made statements to the plenary. A special statement on behalf of the World Bank was also
made by Mr. Ismail Serageldin, Vice-President for Special Programs. In addition, reports
were presented to the plenary by the organizers ofthe 10 forum sessions and the coordinators
of the 36 agora sessions, as well as by representatives of the Youth Forum and the
Conference of the International Federation of Actors. A keynote address was delivered by
Jan Prorik, Minister of Development Cooperation ofthe Netherlands, and the following guest
speakers also addressed the plenary: Vigdis Finnbogadottir (Iceland); Bahia Hariri
(Lebanon); Eusebio Leal (Cuba); Lisbeth Palme (Sweden); David Puttnam (United
Kingdom); Rita Stissmuth (Germany). The Drafting Group took into consideration the bulk
ofthe ideas presented and incorporated them into a revised version of the draft action plan
on cultural policies for development, which was discussed and adopted at the seventh and
final plenary meeting of the Conference on 2 April 1998.

Action Plan on Cultural Policies for Development

9. The Action Plan on Cultural Policies for Development, which was the principal
outcome of the Conference, is reproduced in the appendix to the present document.

4
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Appendix
Action Plan on Cultural Policies for Development

Adopted by the Intergovernmental Conference on Cultural Policies
for Development in Stockholm on 2 April 1998

* The final version of the Action Plan is based on the definitive French text, which incorporates
amendments introduced by Member States at the time of adoption and approved by the
Rapporteur-General on 7 April-1998.

5
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PREAMBLE

The Intergovernmental Conference on Cultural Policies for Development, held at Stockholm
(30 March-2 April 1998),

1. Reaffirming the fundamental principles of the Final Declaration adopted by the World
Conference on Cultural Policies in Mexico on 6 August 1982, entitled the Mexico City
Declaration on Cultural Policies, which stresses "that in its widest sense, culture may now
be said to be the whole complex of distinctive spiritual, material, intellectual and
emotional features that characterize a society or social group. It includes not onlv the
arts and letters, but also modes of life, the fundamental rights of the human being, value
systems, traditions and beliefs ";

2. Recalling that the World Decade for Cultural Development stressed the importance of
acknowledging the cultural dimension of development; asserting and enhancing cultural
identities; broadening participation in cultural life; and promoting international cultural
co-operation;

3. Conscious of the efforts needed to face the challenges of cultural development and
preservation of the diversity of cultures, as expressed in "Our Creative Diversity", the
Report of the World Commission on Culture and Development;

4. Emphasizing the need to take account of universal values while recognizing cultural
diversity, the importance of national measures to harmonize national cultural policies and
the need to preserve the pluralism of grassroots cultural initiatives in order to promote
mutual understanding as well as respect and consideration between individuals and
nations in view of the risk of disagreements and conflicts;

5. Recognizing that in a democratic framework civil society will become increasingly
important in the field of culture;

6. Considering that one of the finctions of cultural policies is to ensure sufficient scope for
the flourishing of creative capacities;

7. Having regard to the ever more rapid processes of socio-economic, technological and
cultural change, and the growing disparities at the national and international level, as
well as the importance of respecting copyright and intellectual property in view of the
risks and challenges arising from the promotion of cultural industries and trade in
cultural products;

8. Considering that the activities of UNESCO, as well as the development policies of
Member States, should take into account the role of cultural factors;

9. Taking note of the Declaration of the Conference of Ministers of Culture of the Non-
Aligned Movement held at Medellin, Colombia, from 3 to 5 September 1997 and the
Conclusions of the Panafrican Consultation on Cultural Policies for Development held at
Loms, Togo, from 10 to 13 Februar" 1998, the meeting of ALECSO in Tunis in February

6 1998, the report entitled "In from the Margins" prepared under the auspices of the
Council of Europe, and the "Pro Cultura" Charter adopted at Thessaloniki (June 1997);
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Recognizes the following principles:

1. Sustainable development and the flourishing of culture are interdependent.

2. One of the chief aims of human development is the social and cultural fulfilment of the
individual.

3. Access to and participation in cultural life being a fundamental right of individuals in all
communities, governments have a duty to create conditions for the full exercise of this
right in accordance with Article 27 of the Universal Declaration of Human Rights.

4. The essential aims of cultural policy are to establish objectives, create structures and
secure adequate resources in order to create an environment conducive to human
fulfilment.

5. The dialogue between cultures appears to be one of the fundamental cultural and political
challenges for the world today; it is an essential condition of peaceful coexistence.

6. Cultural creativity is the source of human progress; and cultural diversity, being a treasure
of humankind, is an essential factor of development.

7. New trends, particularly globalization, link cultures ever more closely and enrich the
interaction between them, but they may also be detrimental to our creative diversity and to
cultural pluralism; they make mutual respect all the more imperative.

8. Harmony between culture and development, respect for cultural identities, tolerance for
cultural differences in a framework of plural democratic values, socio-economic equity
and respect for territorial unity and national sovereignty are among the preconditions for a
lasting and just peace.

9. Acceptance of cultural diversity helps to highlight and strengthen intercommunity links
rooted in values that can be shared by all the different socio-cultural components of
national society.

10. Creativity in societies favours creation, which stems above all from an individual
commitment. This commitment is essential to building our future heritage. It is important
to preserve and promote the conditions for such creation - in particular the freedom of the
creative artist - within every community.

11. The defence of local and regional cultures threatened by cultures with a global reach must
not transform the cultures thus affected into relics deprived of their own development
dynamics.

12. We must therefore empower all people and communities to harness their creativity and to
consolidate and forge ways of living together with others, facilitating genuine human
development and the transition to a culture of peace and non-violence.

The Conference in consequence affirms that:

1. Cultural policy, as one of the main components of endogenous and sustainable
development policy, should be implemented in co-ordination with policy in other social
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areas, on the basis of an integrated approach. Any policy for development must be
profoundly sensitive to culture itself.

2. The dialogue between cultures should constitute a fundamental aim of cultural policies
and the institutions which embody them at the natiohal and international level; universal
freedom of expression is vital for this interaction and for effective participation in cultural
life.

3. Cultural policies for the coming century must be anticipatory, responding to persistent
problems as well as to new needs.

4. Effective participation in the information society and the mastery by everyone of
information and communications technology constitute a significant dimension of any
cultural policy.

5. Cultural policies should promote creativity in all its forms, facilitating access to cultural
practices and experiences for all citizens regardless of nationality, race, sex, age, physical
or mental disability, enrich the sense of cultural identity and belonging of every individual
and community and sustain them in their search for a dignified and safe future.

6. Cultural policies should aim to create a sense of the nation as a multifaceted community
within the framework of national unity - a community rooted in values that can be shared
by all men and women and give access, space and voice to all its members.

7. Cultural policies should also aim to improve social integration and the quality of life of all
members of society without discrimination.

8. Cultural policies must respect gender equality, fully recognizing women's parity of rights
and freedom of expression and ensuring their access to decision-making positions.

9. Government should endeavour to achieve closer partnerships with civil society in the
design and implementation of cultural policies that are integrated into development
strategies.

10. In an increasingly interdependent world, the renewal of cultural policies should be
envisioned simultaneously at the local, national, regional and global levels.

11. Countries -should work together to build a world of intercultural communication.
information and understanding, in which the diversity of cultural values, ethics and
behaviours fosters a genuine culture of peace.

12. Cultural policies should place particular emphasis on promoting and strengthening ways
and means of providing broader access to culture for all sectors of the population,
combating exclusion and marginalization, and fostering all processes that favour cultural
democratization.

13. Cultural policies should recognize the essential contribution that is made by creators to
improving the quality of life, to promoting identity and to the cultural development of
society.

14. Any cultural policy should take into account all the elements that shape cultural life:
creation, preservation of the heritage and dissemination. A balance should be struck

8
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between these factors in order to implement an effective cultural policy, but promoting
access to culture and its dissemination is impossible without maintaining a creative
dynamic safeguarded by effective legislative protection.

I. POLICY OBJECTIVES RECOMMENDED TO MEMBER STATES

On the basis of the preceding principles, the Conference recommends that States adopt the
following five policy objectives:

Objective 1: To make cultural policy one of the key components of development
strategy.

1. Design and establish cultural policies or review existing ones in such a way that they
become one of the key components of endogenous and sustainable development.

2. Promote to this end the integration of cultural policies into development policies, in
particular as regards their interaction with social and economic policies.

3. Contribute to the elaboration by UNESCO of guidelines for the development of an
international research and training agenda with regard to culture and development.

4. Adopt and put into practice a broader vision of national cultural policy in accordance
with the actual conditions in each country, and endeavour to encourage the participation
of civil society, including the media.

5. Ensure the full involvement of creators and their professional organizations in the
realization of this new vision.

6. Encourage the development and improvement of procedures conducive to cross-sectoral
co-ordination of cultural policies.

7. Co-operate internationally and regionally in engaging in cultural activities to tackle the
challenges of urbanization, globalization and ongoing technological changes.

8. Promote activities designed to raise the awareness of the population and decision-
making bodies to the importance of taking into account cultural factors in the process of
sustainable development.

9. Promote exchange and dialogue between individuals, the community and countries on
the basis of shared values.

10. Endeavour to obtain, where necessary in co-operation with UNESCO, the recognition of
the cultural dimension in the next International Development Strategy and to stimulate
debate in both the Economic and Social Council (ECOSOC) and the General Assembly
of the United Nations.

9
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Objective 2: Promote creativity and participation in cultural life

1. Continue to treat the different components of the nation with the same respect and offer
them equal opportunities to flourish, placing the emphasis on local initiatives which
reflect the diversity of cultural profiles.

2. Ensure through cultural and urban cultural policies the development of a local, creative
and participatory cultural life and pluralistic management of diversity.

3. Promote knowledge and understanding of cultural and linguistic diversity by
strengthening the cultural content of formal and non-formal education, in particular by
encouraging the learning of one or more foreign languages.

4. Promote new links between culture and the education system so as to ensure full
.recognition of culture and the arts as a fundamental dimension of education for all,
develop artistic education and stimulate creativity in education programmes at all levels.

5. Recognize the need to give particular attention to the implementation of existing
international human rights instruments such as the Universal Declaration of Human
Rights, the International Covenant on Economic, Social and Cultural Rights and the
Vienna Declaration on Human Rights and make an iaventory of cultural rights by
evaluating existing instruments which relate to cultural rights.

6. Further cultural policies, programmes, institutions and projects in order to ensure the
full participation on equal terms of all individuals in society.

7. Pay greater attention to the role of culture in social transformation processes.

8. Give recognition to women's achievements in culture and development and ensure their
participation in the formulation and implementation of cultural policies at all levels.

9. Review all cultural policies, programmes and institutions in order to ensure in particular
respect for the rights of the child, as well as those of vulnerable groups with special
educational and cultural needs; take into account the needs and aspirations of the
young - whose new cultural practices in particular should be supported - as well as the
elderly who ..re all too often left out of cultural life.

10. Allocate appropriate resources to education, cultural research and information necessary
for devising and implementing cultural policies.

Objective 3: Reinforce policy and practice to safeguard and enhance the cultural
heritage, tangible and intangible, moveable and immoveable, and to
promote cultural industries

I. Renew and reinforce national commitments to applying UNESCO's Conventions and
Recommendations on the conservation of the moveable and immoveable heritage, on
the safeguarding of traditional and popular culture, and on the status of the artist and
linked issues.

10
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2. Strengthen efficiency in the cultural sector through training schemes for national
specialists and cultural administrators and managers, and provide equal opportunities for
women in these fields.

3. Renew the traditional definition of heritage, which today must be understood as all
natural and cultural elements, tangible or intangible, which are inherited or newly
created. Through these elements social groups recognize their identity and commit
themselves to pass it on to future generations in a better and enriched form.

4. Acknowledge the emergence of new categories in the area of cultural heritage, such as
the cultural landscape, the industrial heritage and cultural tourism.

5. Strengthen the study, inventory, registration and cataloguing of heritage, including oral
traditions, so as to permit the design of adequate and effective instruments for the
implementation of traditional as well as scientific conservation policies.

6. Encourage through all possible legal and diplomatic means the return and/or restitution
of cultural property to its countries of origin.

7. Include and ensure the protection of buildings, sites, ensembles and landscapes of
cultural value in urban and regional development plans, programmes and policies.

8. Directly involve citizens and local communities in heritage conservation programmes
and establish a list of best practices for heritage policies.

9. Ensure that tourism is respectful of cultures and of the environment and that the income
it generates is also used for equitably preserving heritage resources and for
strengthening cultural development.

to. Give priority to the creation of a network at the national, regional and international level
involving artists and administrators of projects and cultural amenities in order to
improve access to culture in both quantitative and qualitative terms.

I1. Assist artists, designers and craftspeople by clarifying, safeguarding and improving the
rights of creators and consolidate these rights in relation to the market, both locally and
worldwide, by preventing commercial abuses.

12. Promote th- idea that cultural goods and services should be fully recognized and treated
as being not like other forms of merchandise.

13. Intensify co-operation between government, the business sector and other civil society
organizations in the field of culture by providing the latter with appropriate regulatory
frameworks.

14. Prevent illicit traffic in cultural property on a worldwide basis and in particular the
acquisition of unprovenanced objects by museums and private collectors.

11
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Objective 4: Promote cultural and linguistic diversity in and for the information
society

1. Provide communication networks, including radio, television and information
technologies which serve the cultura' ;nd educational needs of the public; encourage the
commitment of radio, television, the press and the other media to cultural development
issues, such as the promotion of local, regional and national cultures and languages,
exploration and preservation of the national heritage and promotion of the diversity of
cultural traditions and indigenous and national cultural identities, while guaranteeing the
editorial independence of the public service media.

2. Consider providing public radio and television and promote space for community,
linguistic and minority services, particularly at the local level and with a view to
promoting non-violence.

3. Adopt or reinforce national efforts that foster media pluralism and freedom of
expression.

4. Take measures to promote the education and training of children in the use of new
media technologies and to combat violence and intolerance, by contributing in particular
to the activities of centres or institutions specializing in exchanges of information on
children and violence on the screen.

5. Promote the development and use of new technologies and new communication and
information services, stress the importance of access to information highways and
services at affordable prices and the equal use of languages, and encourage the use of
new technologies in public services.

6. Promote in addition education conducive to the mastery and creative use of new
information technologies among the younger generations as users and producers of
messages and content, and give priority to education in civic values and the training of
teachers in new technologies.

7. Elaborate policies for the preservation and development of archives, museums, libraries
and other information generated and/or collected by governmental and non-
governmental institutions, when pcssible by digitalization, and establish mechanisms to
facilitate access to that content, including the promotion of these institutions as centres
for information, education and lifelong learning.

8. Promote knowledge of the cultural and natural heritage by the virtual means provided by
the new technologies.

9. Recognize the significance of the new media technologies for the work of creative
people as well as the key role of artistic creation in building the information society.

10. Co-operate in the domain of audiovisual media, particularly as regards training, and the
development and distribution of audiovisual productions.

12 11. Encourage cultural co-operation. particularly through joint projects in the field of
cultural industries (production, investment and transfer of rights).
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12. Encourage research on the relationship between culture and its dissemination in the
media and through new communication services, and support efforts to co-ordinate, and
possibly harmonize, methods of measurement and evaluation of cultural programming
in the media.

Objective 5: Make more human and financial resources available for cultural
development

1. Seek to maintain or increase investment at the national level in cultural development
and commit, where appropriate, a certain percentage of the government budget for this
purpose, in accordance with overall development objectives, priorities and plans.

2. Invite local authorities to commit more funds to cultural activities and encourage them
to strengthen their role in the field of cultural development.

3. Devise and develop fiscal frameworks for cultural activities in order to promote
business support for cultural development, and elaborate mechanisms such as public
endowments and revenue-earning projects by cultural institutions and the tourism and
sports sectors.

4. Examine all appropriate measures to ensure that government policies take into account
their effect or likely effect on the process of cultural development of another country.

5. Invite the United Nations' funds and programmes, in particular the UNDP, the
specialized financial institutions and the national and regional financing bodies to
increase the financial assistance they provide for development projects with a significant
cultural component.

II. RECOMMENDATIONS TO THE DIRECTOR-GENERAL OF UNESCO

The Conference recommends the following lines of action to the Director-General of
UNESCO:

I. Take the present Action Plan into account when preparing UNESCO's future
programme.

2. Elaborate a comprehensive strategy for practical follow-up to this Conference including
the possibility or not of organizing a World Summit on Culture and Development, with
a view to submitting the question to the Executive Board.

3. Encourage the establishment of networks for research and information on cultural
policies for development, including study of the establishment of an observatory of
cultural policies.

4. ' Bring the present Action Plan to the attention of the Secretary-General of the United
Nations and through him to the General Assembly, with a view to submitting a report on
the results of the present Conference to the latter at its 53rd session, in accordance with 13

the provisions of General Assembly resolution 52/197.
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5. Communicate the present Action Plan to the Heads of all the Specialized Agencies of
the United Nations system, to other intergovernmental organizations, both international
and regional, with a view to seeking the inclusion of cultural policy objectives in all
their development programmes and activities, in consultation with Member States and
with their approval.

6. Pursue the goal of obtaining the integration of a cultural perspective into the next
International Development Strategy and invite the Specialized Agencies to evaluate
their development practices and policies in this perspective.

7. Propose to the Executive Board a set of projects promoting reflection, exchanges of
experience and the development of joint projects designed to promote cultural policies
with a view to sustainable human development.

8. Suggest to the Secretary-General of the United Nations that one year of the Decade for
the Eradication of Poverty (1997-2006) be devoted to the connections between culture
and development and the elimination of poverty.

9. UNESCO should, in the light of the results of the Earth Summit, the Earth Summit+5
and the Habitat II Conference, develop mechanisms in order to emphasize the vital place
of the cultural heritage in the environment and as an important factor for sustainable
development.

10. Encourage Member States to lodge with UNESCO their cultural strategies, with a view
to furthering exchanges of information, ideas and practices.

11. Elaborate policies, design programmes and allocate and raise extra budgetary funds with
a view to intensifying multilateral cultural co-operation for the improvement of research
in the area of international co-operation in and for cultural policies and development.

12. Explore ways of further developing co-operation between UNESCO and other
international organizations.

13. Pursue the publication by UNESCO of a biennial World Culture Report.

14. Promote the creation of an observatory of linguistic policies.

14
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Summary

The present report has been prepared in response to a request contained in General
Assembly resolution 52/194 of 18 December 1997. This is the first time the Secretary-
General has been requested to prepare a report on the question of microcredit and the
eradication of poverty. The prominence given to the matter reflects the recent success of
small-scale lending programmes such as the Grameen Bank of Bangladesh. These rely on
lending (usually a few hundred dollars) to small enterprises in agriculture, distribution,
crafts, trading and similar activities. The participatory nature of these projects, together with
the emphasis on women entrepreneurs and employment creation, have raised hopes of
reducing poverty through this approach.

The present report surveys current experience and highlights the strengths and
weaknesses of the microcredit approach, including the administrative difficulties and limited
linkages with other services for the poor. The report also contains suggestions for
strengthening operations, and makes a particular plea for ensuring that microcredit projects
are established in a broader context of support to the small enterprise sector. Responsibilities
of donor countries in this regard are emphasized.

Finally, the report highlights the activities of the United Nations system and non-
governmental organizations in support of microcredit, giving special emphasis to the World
Bank-led Consultative Group to Assist the Poorest.
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I. Introduction II. Role of microcredit in poverty
eradication

1. The objective of the First United Nations Decade for
the Eradication of Poverty (1997-2006), proclaimed by the 4. This is the first time that the Secretary-General has
General Assembly in its resolution 50/107 of 20 December been requested to report to the General Assembly on the
1995, is to achieve the goal of eradicating absolute poverty subject of microcredit. In the broader context of the
through national action and international cooperation. international fight against poverty, the paper highlights the
Progress on the anti-poverty front was last reported to the strengths and weaknesses of the microlending approach,
General Assembly in the report of the Secretary-General from which some conclusions about the future course of
entitled "Observance of the International Year for the action are drawn. The report, as requested by the General
Eradication of Poverty (1996) and recommendations for the Assembly, provides information from United Nations funds,
rest of the Decade" (A/52/573). An updated report on the programmes and agencies on their actions, especially in the
Decade has been prepared for the current session, field.
2. The General Assembly, in its resolution 52/194 of 18
December 1997, noted that, in many countries microcredit
programmes have proved to be an effective tool in freeing A. Microcredit and poverty eradication

people from poverty and have helped to increase their
participation in the economic and political processes of 5. Since the World Summit for Social Development the
society. Among other provisions, the Assembly called upon priority given to poverty eradication has grown. As stated
the relevant organs, organizations and bodies of the United in the previous report of the Secretary-General on the
Nations system, in particular its funds and programmes and eradication of poverty (A/52/573), it is now broadly accepted
the regional commissions, as well as relevant international that robust economic growth that is labour-intensive and
and regional financial institutions and donor agencies equitable, combined with larger outlays of social
involved in the eradication of poverty, to explore including expenditures, especially directed towards the poor (now
the microcredit approach in their programmes as a tool for estimated at 1.3 billion people), are a winning combination
the eradication of poverty. The Assembly requested the in the fight against poverty.
Secretary-General, in collaboration with relevant 6. Several factors have led to increased interest in
organizations of the United Nations system, including funds microcredit in promoting growth with greater equity. There
and programmes and the World Bank, to submit to it at its has been a growth in the recognition of the importance of
fifty-third session a report on the role of microcredit in the empowering all people by increasing their access to all the
eradication of poverty, factors of production, including credit. In addition, the value
3. The World Summit for Social Development, held in of the role of non-governmental organizations in
Copenhagen in March 1995, also underlined the importance development is receiving more attention.
of improving access to credit for small rural or urban 7. It is in that context that microcredit has recently
producers, landless farmers and other people with low or no assumed a certain degree of prominence. It is based on the
income, with special attention to the needs of women and recognition that the latent capacity of the poor for
disadvantaged and vulnerable groups. Governments were entrepreneurship would be encouraged with the availability
called upon to review national legal, regulatory and of small-scale loans and would introduce them to the small-
institutional frameworks that restrict the access of people enterprise sector. This could allow them to be more self-
living in poverty, especially women, to credit on reasonable reliant, create employment opportunities, and, not least,
terms; to promoting realistic targets for access to affordable engage women in economically productive activities.
credit, providing incentives for improving access to and Currently, there are estimated to be about 3,000
strengthening the capacity of organized credit systems to microfinance institutions in developing countries. These
deliver credit and related services to people living in poverty institutions also help create deeper and more widespread
and vulnerable groups; and to expanding financial networks, financial markets in those countries.
building on existing networks, promoting attractive
opportunities for savings and ensuring equitable access to
credit at the local level.

3
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B. Characteristics and recent successes of is relatively short, about a year or so. Women are a major

microcredit programmes beneficiary of their activities, and the destination of the
funds primarily includes agriculture, distribution, trading,

8. Informal and small-scale lending arrangements have small craft and processing industries. The administrative

long existed in many parts of the world, especially in the structure is generally light and the entire process is

rural areas, and they still survive. Good examples are participatory in nature. The impact of microcredit lending

schemes in Ghana, Kenya, Malawi and Nigeria ("merry-go- varies widely between rural areas and urban areas.

rounds", "esusus" etc.). They provide the rural population 12. In many developing countries, overall interest rates are
with access to savings within the local area and with a relatively high to begin with, so that rates charged by
certain cushion against economic fluctuations, and they microlending schemes are quite high when the risk premium
encourage a cooperative and community feeling. The groups is added. Many of these micro-institutions claim a high rate
formed provide joint collateral and serve as instruments for of repayment. This is attributable to the informal
spreading valuable information that is useful for economic participatory structures, which create an atmosphere in
and social progress. which debtors respect their obligations. While this

9. All economies rely upon the financial intermediary phenomenon is certainly true of the better-run institutions,

function to transfer resources from savers to investors. In it is not possible to verify whether this is a universal feature.

market economies, this function is performed by commercial There is little by way of "global" research in this area, even

banks and the capital markets. More widespread financial though the literature on microcredit has proliferated in recent

intermediation, as well as increasing depth and variety, are years.

a hallmark of advancing development. But in many 13. It should be noted that although a large number of
developing countries, capital markets are still at a studies undertaken so far on the impact of microcredit
rudimentary stage, and commercial banks are reluctant to programmes on household income show that participants of
lend to the poor largely because of the lack of collateral and such programmes usually have higher and more stable
high transaction costs. The poor would borrow relatively incomes than they did before they joined the programmes,
small amounts, and the processing and supervision of some practitioners still have reservations about the findings
lending to them would consume administrative costs that of those studies. Moreover, not many microcredit
would be disproportionate to the amount of lending. A study programmes can afford to undertake impact assessments
by the International Fund for Agricultural Development because they are generally expensive and time-consuming.
(IFAD) has confirmed that complicated loan procedures and There are serious disagreements among experts on the
paperwork, combined with a lack of accounting experience, validity of methodologies used in some of the published
limit poor people's access to formal sources of credit. Other studies. In some cases, even the more rigorous studies have
reports cite the fact that commercial lenders in rural areas produced inconclusive results. Some studies show that there
prefer to deal mainly with large-scale farmers. are limits to the use of credit as an instrument for poverty

10. The absence of commercial banks has led to non- eradication, including difficulties in identifying the poor and

conventional forms of lending. The recent prominence given targeting credit to reach the poorest of the poor. Added to

to microcredit owes much to the success of a relatively few this is the fact that many people, especially the poorest of

microcredit programmes and their increasing scale. The the poor, are usually not in a position to undertake an

Grameen Bank of Bangladesh, the most prominent of the economic activity, partly because they lack business skills

successes, now reaches over 2 million people, with and even the motivation for business.

cumulative lending of about S2.1 billion. Similar successful 14. Furthermore, it is not clear if the extent to which
examples are known in Latin America (e.g., Banco Solidario microcredit has spread, or can potentially spread, can make
in Bolivia), less so in Africa (the Kenya Rural Enterprise a major dent in global poverty. The actual use of this kind
Programme is a good example). Progress has also been of lending, so far at least, is rather modest: the overall
recorded in several transition economies, mixed in some portfolio of the World Bank, for example, is only S218
cases. Such institutions have not only achieved a degree of million. In recent international meetings, it has been stated
success, but they have also managed to attract donor support that a target to reach 100 million families by the year 2005
and press attention. would require an additional annual outlay of about S2.5

11. These schemes are characterized by relatively small billion. This should be compared to the total gross domestic

loans, a few hundred dollars at most. The repayment period product (GDP) of all developing countries, which is now

4
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about S6 trillion. A certain sense of proportion regarding approach argue that credit programmes would still be
microcredit would seem to be in order. helping the poor fight poverty by giving credit to any poor

15. In addition, the administrative structures governing person who is able to repay a loan without dictating to that

these institutions are commonly either fragile or person how and on what the loan should be used. Some

rudimentary, and often involve large transaction costs. A studies have pointed out that the problem of the non-
study by the Organisation for Economic Cooperation and productive use of credit, as advocated by the minimalist
Development (OECD), for example, found that many approach, lies in the fact that by consuming rather than

specialized agricultural institutions were not designed to investing their loans, the actions of such borrowers, if

serve as financial intermediaries. The success of financial imitated by other poor people, could produce a negative

intermediation at any time depends significantly on how impact on the future growth of microcredit.

efficiently the transaction is completed. If the transaction 19. Several microfinance institutions have succeeded in
costs, combined with high interest rates, require that the reaching the poorest of the poor by devising innovative
operation in question generate profit margins of the order of strategies. These include the provision of small loans to poor
30 to 50 per cent, it is not clear that this would be people, especially in rural areas, at full-cost interest rates,
economically beneficial. It is not surprising that in many without collateral, that are repayable in frequent instalments.
microlending operations, trading activity - with quick Borrowers are organized into groups, which reduces the risk
turnover and large profit margins - dominates. of default. These are also effective mechanisms through

16. In many cases, microcredit programmes have been which to disseminate valuable information on ways to

stand-alone operations. There is now considerable consensus improve the health, legal rights, sanitation and other relevant

that lending to the poor can succeed provided it is concerns of the poor. Above all, many microcredit

accompanied by other services. especially training, programmes have targeted one of the most vulnerable groups
information and access to land. An OECD study, for in society - women who live in households that own little

example, emphasized that credit needs to be supplemented or no assets. By providing opportunities for self-

with access to land and appropriate technology. But such employment, many studies have concluded that these

activities require strong support from the public sector. In programmes have significantly increased women's security,
some of the lowest-income countries, lack of access to land autonomy, self-confidence and status within the household.

is the most critical single cause of rural poverty, which
dominates the poverty situation in those countries. Yet, few Asia
countries have substantial land reform programmes. 20. Microlending has progressed to the greatest extent in

17. Moreover, in the proliferation of microlending the Asian region. An innovative approach that has been used

institutions, non-governmental organizations and foreign successfully by Grameen Bank's credit-delivery system is

donors have played an increasing role. Non-governmental "peer-group monitoring" to reduce lending risk, although
organizations vary in quality and strength. The best results some studies have suggested that the reason for the Grameen

are produced, research shows, when developing country Bank's high repayment rates is also partly due to the practice

Governments and non-governmental organizations work of weekly public meetings - at which attendance is

hand in hand. While donor participation can be positive, it compulsory - for the repayment of loan instalments and the

should be noted that total official development assistance collection of savings. It is reported that the meetings
(ODA) has declined in recent years. reinforce a culture of discipline, routine repayments and staff

accountability. Not all microfinance institutions use peer-

Recent devefopments group monitoring. Other institutions such as the Bank
Rakyat of Indonesia, which serves 2.5 million clients and 12

18. Over the past decade, microfinance institutions have million small savers, rely on character references and locally
adopted innovative ways of providing credit and savings recruited lending agents in place of physical collateral.
services to the entrepreneurial poor. Two approaches have
been advocated on the role of credit in poverty reduction. 21. Thailand's Bank of Agriculture and Agricultural
While supporters of the income-generation approach Coroperatives serves approximately million micro-
maintain that credit should be provided mainly to the borrowers and 3.6 million micro-savers. Newcomers such
entrepreneurial poor to enable them to finance specific as the Association for Social Advancement of Bangladesh,

private income-generating activities to increase their with half a million clients, and the People's Credit Funds of
revenues, proponents of the so-called new minimalist Viet Nam, with more than 200,000 members or clients, are

5
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other examples of the potential for growth in the industry. nine of these programmes are very much in the mainstream
Other institutions such as the Association of Cambodia Local of best practice in the field of microfinance. In terms of
Economic Development Agencies, Buro-Tangail of sustainable lending to microentrepreneurs, the study gave
Bangladesh, the Self-Employed Women's Association Bank high marks to the programmes on the following basis: all
of India, and Amanah Ikhtiar Malaysia are also reported to nine programmes are located near their clients and in the
be making good progress. largest catchment areas possible; they use lending

22. Various institutions are involved in the delivery of technologies that are simple, well-tailored to the cultural

microfinance services. They include formal commercial environment and inexpensive for both lender and client; they

banks, rural banks, cooperative institutions, credit unions have employed effective techniques for obtaining high

and non-governmental organizations. Their methods of doing repayment rates; most include savings, which meet a critical

business range from Grameen Bank-style solidarity groups need of many people, and they price their loans far above

and institutions dealing with individual clients to self- commercial lending rates, though not at full cost recovery.

managed self-help groups. Reports indicate that some 25. A recent study of I1 major microenterprise finance
institutions have gone beyond credit to offer insurance and programmes - Agence de credit pour l'enterprise privee of
other financial services. Both the Grameen Bank and the Senegal, Asociaci6n Dominicana para el Desarrollo de la
Bangladesh Rural Advancement Committee offer non- Mujer of the Dominican Republic, Banco Solidario of
financial services, such as retail outlet facilities for products Bolivia, Badan Kredit Desa, Bank Rakyat Indonesia and
of their clients. Lembaga Perkreditan Desas of Indonesia, Bankin Raya

Karkara of the Niger, Corporaci6n de Acci6n Solidaria of
Latin America Colombia, Fondaci6n Integral Campesina of Costa Rica,

23. In Latin America, Acci6n Internacional, a non-profit Grameen Bank of Bangladesh, and the Kenya Rural

development agency, and its affiliates was reported to have Enterprise Programme - showed that 10 of the programmes

disbursed in the past five years $ I billion in loans to poor were operationally efficient. Five institutions were fully

microentrepreneurs. Its first-time loans are between $100 profitable, generating inflation-adjusted positive returns on

and $200, and the overall repayment rate is above 98 per assets. It was reported that, in 1993, the Agence de credit

cent. Its network of 19 affiliates in Latin America and North pour l'enterprises privee of Senegal, Banco Solidario of

America provides $300 million a year in loans to poor Bolivia and Lembaga Perkreditan Desas of Indonesia had

entrepreneurs (56 per cent of whom are women). Since 1987, covered 100, 103 and of37 per cent of their costs,

Acci6n's network has grown from 13,000 to more than respectively. In view of the growing popularity of

285,000 active borrower clients. The six largest affiliates microfinance institutions, some of which now explore the

now provide $1 million per month in loans. Banco Solidario possibility of deposit mobilization or leverage commercial

of Bolivia, which has grown from a credit-providing non- capital, it is reported that bank regulators in such countries

governmental organization to a fuly licensed commercial as Bolivia, Ghana. Kenya and Peru, and other countries, are

bank, provides financial services to 67,000 people, more creating laws or special regulations for this new breed of
bank prvids fnanialserice to67,00 eope, ore institutions. In Bolivia, it is reported that Banco Solidlario,

than one half of the total number of clients in the entire
Bolivian banking system. The Association for the a private commercial microenterprise bank, is regulated by

the Superintendency of Banks, with the same financial and
Development of Micro- Enterprises of the Dominican yeotn eurmnsa rdtoa akbtwt ipe
Republic and Acci6n Comunitaria del Peru are reported to reporting requirements as traditional banks, but with simpler

i .d loan documentation and risk classification rules. In the case
have achieved sustainability. of Bolivia. which seeks to encourage new microfinancial

institutions, it is reported that the Government has begun
licensing a new class of intermediaries, known as private

24. In West Africa, where microfinance institutions are financial funds, subject to the same solvency and reserve
still in their infancy, a World Bank case study of nine requirements as banks, but with lower minimal capital
microfinance programmes - the Pride, Cr6dit rural and requirements.
Crddit mutuel de Guinde; Crddit mutuel du Sdnegal and
Village Banks Nganda of Senegal; Reseau des caisses
populaires and Sahel Action Project de promotion du petit
crddit rural of Burkina Faso; and Caisses villageoises du
pays dogon and Kafo Jiginew of Mali - concluded that all

6
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C. Recent developments of resolution 52/194, all United Nations organs were requested

international institutions to provide information on their activities; this information
is contained in chapter III below.

26. One of the outcomes of recent discussion has indicated 31. It should be borne in mind that total world ODA is

that a more coordinated and concerted international effort diminishing, and resources for United Nations bodies are

is required if microcredit is to spread and succeed on the under special strain. Therefore, a better use of the available

scale that expectations now require. It is with that resources has become a more pressing imperative. It is

perspective in mind that the World Bank has led the process important that resources are channelled to sectors that have

of international coordination primarily by establishing the potential, especially agriculture, infrastructure and

Consultative Group to Assist the Poorest (CGAP), which education. It would be a pity if experimentation with new

brings together a number of western donor countries and forms of development activities were to lead to a

international agencies. The Group has ancillary structures squandering of aid.

which ensure that non-governmental organizations and
borrowers in general are consulted. D. Towards stronger support to small

27. CGAP, which comprises 25 members, including enterprises
United Nations bodies, is a multi-donor effort to address the
problems facing microfinancing. The most important of these 32. The discussion above suggests that if microcredit is
are lack of access to information, the measurement of loan t
delinquency, setting of interest rates, designing lending to be fulfilledTelmost ccia requirments

procdurs ad dvelpin buines pojets.Theobjective need .to be fu~lfilled. The most crucial requirement is to

pocedures n deve oopi bu n prectis. T including perceive microcredit lending as part of a comprehensive
of CGAP is to foster good donor practices, programme of support to the small enterprise sector.
performance standards. According to CGAP estimates, the sector already employs
28. With regard to the level of funding to microcredit 500 million of the poor; it constitutes an active base for
institutions, in its first two-and-a-half years, CGAP provided strengthening the private sector in a large number of
about S 18 million in grants to microfinance institutions and developing countries. This would entail Governments of
also committed S400 million in the past three years to developing countries formulating plans and programmes to
microfinance activities. These are relatively modest support small enterprises in general, of which microcredit
amounts. Grants have been made directly to institutions and should be an integral part. Furthermore, the regulatory
networks of practitioners. Eligibility criteria have included framework should be receptive to small enterprises. Many
the following: (a) institutions must serve more than 3,000 micro-borrowers have complained of this particular
very poor clients, of which at least 50 per cent must be shortcoming in developing countries.
women; (b) institutions must be operationally self-sufficient 33. There are many examples of successful interventions

ac)ntitutioe on the path to eliin; andomestic the OECD countries in favour of small enterprises, the
(c) institutions must be on the path to mobilizing foremost among them being the United States Small
commercial resources. Business Administration. The Small Business
29. An important positive development from the CGAP Administration is a rather remarkable organization that is
process is that success stories and their characteristics are fully backed by the Government, operates through the
now much better known. To spread these best microcredit private sector and provides the small business sector with
practices to different parts of the world - often under vastly a wide array of support services, including information and
varying conditions - is now the central challenge facing the training. (Of course, commercial rates of interest prevail in
international community and the developing countries. the programme.)

30. Within the international community, many United 34. Developing countries could benefit by instituting
Nations organs have now started to support microcredits, similar comprehensive programmes, eventually involving
especially under the leadership of the United Nations the private sector and, where applicable, efficient non-
Development Programme (UNDP). The provision of actual governmental organizations. The United Nations could
financial resources is rather limited; instead, United Nations provide more robust technical assistance programmes in that
bodies have emphasized capacity-building and institutional direction. There is a delicate balance to be struck between
strengthening, training and consultations to spread best getting the poor eventually into the market economy and

practices. Under the provisions of General Assembly
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commercial lending rates on the one hand, and the sector and that monitoring is an important part of the
importance of providing low-cost assistance to them at the process. To some extent, the recent prominence given to
initial stage of their entrepreneurship. those operations is donor-driven; the responsibility on the

35. Targeting is a particularly thorny topic. There have donors is subsequently heavy. It is particularly important

been allegations that in fact the very poor are so weak as not that donor funds, whether grants or loans, not be perceived

to benefit from microlending, and that it is the "better off in recipient countries as simple transfers.

poor" that benefit. While all the poor need to be included in 40. Coordination among the donor countries has in fact
the programmes, the shortage of funds impels organizers to been perceived to be weak in many settings, thus giving rise
make special efforts to reach the less well-off among the to duplicative projects and fragmentation of available
poor. Microcredit should be viewed as complementary to the institutional capability in the developing countries. The
provision of basic services like education, housing, health CGAP process should be greatly strengthened and directed
and nutrition. The latter are indispensable in the fight against to better donor coordination. The United Nations system can
poverty. help in that process, especially at the field level. The United

36. A crucial part of any future effort should be to Nations system also needs to spread a more realistic notion

strengthen the administrative structures of existing of the potential of microcredit approaches, and to put them

microcredit institutions, rather than letting multiple and in the broader perspective of the fight to eradicate poverty.

competing institutions proliferate. It is possible that
economies of scale are important in microlending. Dynamic III. International support to
leadership and paid management staff are probably crucial.
The provision of information on available services to the microcredit lending
poor is particularly essential. This is not at present the case,
even in some advanced developing countries. Information 41. The present section contains a summary of activities

on services for the poor is rarely made readily available. of the United Nations system.

37. In that context, the long-term financial sustainability
of microcredit operations deserves particular attention. In A. United Nations
the more successful schemes, repayment rates are high, but

this is not so with many operations that do not have a high 42. In the United Nations Secretariat, the responsibility for
profile. In the absence of long-term sustainability, assisting in the implementation of the follow-up to the World
microcredit operations become a welfare or charity Summit for Social Development and the servicing of theoperation. While the latter have their own place in .ntergovernmental bodies involved rests with the Department
development in some circumstances, they should not in omend Soil i rs he Department

characterize microcredit institutions. of Economic and Social Affairs. The Department is also the
focal point for the First United Nations Decade for the

38. Probably the single most important element in ensuring Eradication of Poverty. Given its mandate, special attention
long-term sustainability of these operations is to include in is given to Africa and to the advancement of women.
them the savings mobilization function. This is not always 43. A one-day forum, entitled "Africa Advocacy Forum:
the case at the present time. The operation that lends to the Microcredit and Poverty Eradication", was organized on 6
poor should also cater to their savings needs. In many February 1997 by the Office of the Special Coordinator for
developing countries, savings habits are quite widespread, Africa and the Least Developed Countries and co-sponsored
but the institutional structures do not fully cater to them. The by the former Department for Policy Coordination and
possibility of combining savings and lending operations in Sustainable Development and Department for Development
some form of credit union organization should always be Support and Management Services and several United
explored. Once again, the credit union movements in the Suppons an Managen Se and sed Unie
OECD countries could be emulated by developing countries. Nations agencies. The agenda of the forum focused on five
International organizations could provide technical topics related to important aspects of a strategy for poverty

assistance in the setting up of frameworks for credit unions eradication. These included the impact of microcredit on

and in strengthening their management. food security; women's economic empowerment; the
provision of basic social services; employment/self-

39. Donor countries have a special responsibility to ensure employment; and traditional banking systems.
that financial intermediation programmes are soundly based,
operate through solid local entities and involve the public
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44. In July 1997, the Office of the Special Coordinator for microfinancing systems and practices in Africa, with
Africa and the Least Developed Countries, together with the recommendations to Governments, financial institutions,
Governments of Japan and Thailand and UNDP, organized non-governmental organizations, the private sector and
the Asia-Africa Forum on the Economic Empowerment of grass-roots organizations. The work programme for
Women, which was held at Bangkok. The forum adopted a 1998-1999 also includes a study on the role of
framework for action, which includes a recommendation for microfinancing on the sustainable development of small and
the promotion of women's economic empowerment through medium-sized enterprises. Since 1992, the Commission has
improved access to credit and finance, and through the been implementing a pilot project in Ethiopia and Zambia
promotion of microfinancing schemes, including group on the promotion of the informal sector on the economic
financing without collateral, and savings and credit facilities. development of Africa. It is expected that the project will

45. The Office of the Special Coordinator for Africa and next be implemented in Cate d'Ivoire and Ghana. ECA plans

the Least Developed Countries also participated in the Sixth in the coming years to disseminate the results of the pilot

International Women Entrepreneurs Conference, held at project among other African countries by publishing a

Accra from 16 to 19 September 1997. The theme of the manual on the tested participatory approach, holding

conference was "Technology and communication: impact subregional workshops, and reinforcing advisory services

on women entrepreneurs in the global economy". The Office to ECA member States. In this regard, ECA also intends to

will also be participating in the Second Tokyo International take measures to strengthen cooperation with bilateral and

Conference on African Development, which will deal with multilateral partners.

the issue of rationalizing the microcredit concept in Africa 48. Like other regional commissions, the Economic and
and developing a model that could be applied throughout the Social Commission for Asia and the Pacific (ESCAP)
African region. With regard to publications, the Office provides a mechanism for exchange of experience on
carried out a study on poverty eradication in 14 selected microcredit facilities among interested countries and a way
countries, describing experiences of innovative efforts in of drawing up best practices and modalities of assessment
addressing poverty and underdevelopment. The study and of proposing new approaches. In preparation for a
showed how microcredit schemes can improve community regional consultation on strengthening of rural financial
development. institutions, ESCAP undertook five country studies (Bhutan,

46. Another study on microfinance is being undertaken by Indonesia, Nepal, Philippines and Viet Nam) during the

the Division of Public Economics and Public Administration. second half of 1997. The objective of the studies and

The study will explore various facets of microfinance consultations was to examine critically the efficiency of non-

institutions, including issues related to the financial formal credit organizations in providing credit to the rural

dynamics of microenterprises and what distinguishes poor, for microfinance activities, and to suggest policy
microfinance from commercial finance, alternatives for reaching the large numbers of credit-needy

rural poor households within the next decade.

Regional commissions 49. A multi-year project on enhancing the access of

47. As a follow-up to the World Summit for Social women to formal credit and financial institutions in the least

Development, and in response to General Assembly leveloped countries has been completed. The project

resolution 52/194 on the role of microcredit in the involved a series of country case studies and national
readiction 52/4 poe the rlegionl mcocmitsins the workshops, a regional seminar and two publications oneradication of poverty, the regional commiissions are ipoigteacs fwmnt omlcei n
undertaking a number of initiatives in the area of improving the access of women to formal credit and
microfinance. In the case of the Economic Commission for financial instittions. The intention of the project was to
Africa (ECA), the main objective of its microfinance work evaluate the potential of the major constraints faced by
programme is to promote microfinancing as a strategic tool women in obtaining credit from formal financial institutions

for sustaining the operations of microenterp rises, including such as banks, to identify special features of successful

the informal sector, by creating awareness on its role to formal credit programmes and to formulate

private development and advising member States on how to recommendations. As a result of the project, there is now

articulate policies, strategies and mechanisms for much more awareness among central banks and major

encouraging microcredit and required financial financial institutions in the six least developed countries of
encoragng icroredt ad rquird fnanialthe Asian region to the problems faced by women.

intermediation. In this regard, in 1997, ECA carried out a

study on reconciling indigenous informal and formal 50. The Economic Commission for Latin America and the
Caribbean (ECLAC) carried out a project on small and
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medium-sized enterprise financing in seven countries operational microcredit lending facilities to poor women in
(Bolivia, Brazil, Chile, Colombia, Costa Rica, Ecuador and rural and urban areas.
Mexico). The project showed that current approaches to 52. In assessing the role of microcredit in the economies
small business finance were based on the experience of in transition, the Economic Commission for Europe (ECE)
previous policies that focused on credit subsidies and had underlined the fact that, although many countries, including
meagre results. New approaches to small-scale enterprises the Czech Republic, Hungary, Poland, Slovakia and
were part of market-oriented policies. These approaches Slovenia, have recognized the need to develop
have frequently proposed ambitious goals regarding access microenterprises, particularly in areas facing high
of smaller businesses to financing technical training and unemployment rates, entrepreneurs have limited access to
technical and financial assistance. However, actual sources of finance. The reasons include the following:
implementation of those measures is still at an experimental (a) financial institutions consider it risky to lend to micro
stage. and small businesses because of the high failure rate,
51. The Economic and Social Commission for Western economic uncertainties and lack of collateral;
Asia (ESCWA) has a number of activities for promoting (b) commercial and credit banks have no experience in
entrepreneurship in small enterprises, including the dealing with microenterprises, and the high administrative
provision of assistance to countries and institutions of the costs involved in processing small loans; (c) lack of
region. One of its major activities is providing support to transparency in evaluating loans and lack of skills of
start up business and building national training capabilities. financial institutions in dealing with microenterprises; (d) in
A number of "start your own business" courses for potential almost all countries of the region, the national clearing
entrepreneurs, and potential trainers, in cooperation with systems are poor and outdated and, consequently, the
local institutions, have been conducted since 1990. To that majority of the transactions are made in cash because of
effect, ESCWA produced a trainers manual in Arabic on uncertainties and delays encountered by the electronic
starting your own business. An understanding was reached money transfer systems; and (e) lack of reliable data
early in 1996 between ESCWA and the United Nations regarding markets. To help overcome these problems, ECE
Development Fund for Women (UNIFEM), in which is supporting the following: (a) favourable national policies
ESCWA provided technical assistance to a UNIFEM project on microenterprises and microcredit organizations;
entitled "Strengthening institutions for the development of (b) evaluation of current experiences through surveys and
women enterprises" in Jordan, Lebanon, the Syrian Arab workshops; (c) elaboration of medium-term and long-term
Republic and the Palestinian territories. ESCWA assistance capacity-building programmes to create cost-effective and
to the UNIFEM project was in the areas of entrepreneurship self-sustaining microcredit organizations; and (d) creation
training and business counselling, information and business of long-term national and international grants and funds to
incubators. ESCWA, in cooperation with UNIFEM and the implement national programmes.
Development Employment Fund of Jordan, organized the
simulation exercises and learning laboratories development
camp at Amman from 6 to I I December 1997. One of the B. United Nations funds and programmes
major objectives of the camp was to upgrade trainers' skills
in adapting existing training materials and designing new 1. United Nations Capital Development Fund
ones to meet the needs of various target groups in urban and 53. Since its creation in 1966, as a capital funding window
rural areas, with emphasis on the poor. Particular under the UNDP umbrella, the United Nations Capital
consideration was given to the development of Development Fund (UNCDF) has been the channel for
microbusinesses. In the programme of work for 1998-1999, UNDP to fund microfinance interventions. It has so far
ESCWA is expanding its activities on microcredit under the approved more than USS 100 million of investment credit
subprogramme on improvement of the quality of life. Focus activities, the majority being microfinance related, with the
is given in that subprogramme to the eradication of poverty, balance to small and medium-sized enterprises. At the
with microcredit as one possible tool. The following areas present time, UNCDF has an active microfnance portfolio
will be covered: the role of income-generating activities in present tim i f hic a 0 e croiin Afio~of about $40 million, of which 70 per cent is in Africa. 2-0
eradicating poverty and improving the standard of living in per cent in Asia and 10 per cent in Latin America. UNCDF
local communities; the role of the informal sector in has implemented microfinance projects through a variety of
community development; the social impact of structural parners, ranging from state-owned financial institutions to
adjustment, with special emphasis on unemployment; and credit unions and non-governmental organizations. It has

10
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also used several financial mechanisms in support of those children. In those countries, UNICEF works with
projects, including grants to fund start-up costs and communities, non-governmental organizations and
operational expenses, provision of capital for lending, and Governments to (a) stimulate national efforts to expand
guarantee facilities that have been used as incentives for microcredit for women; (b) strengthen national and local
banks to refinance "retailing" microfinance institutions. In capacities to deliver small loans and basic social services;
1996, UNCDF published a policy paper entitled and (c) monitor and evaluate its support to microcredit to
"Microfinance and poverty strategies" that underlines both improve its effectiveness and efficiency and contribute to
the policy and instruments used by UNCDF in helping the dissemination of best practices with a view to ensuring
restore basic financial intermediation through the provision sustainable reduction in poverty. In this connection,
of credit and savings services, especially in rural areas. In UNICEF has supported microcredit programmes in such
preparation of the Fund's 1999 evaluation by its donors, countries as Bangladesh, Benin, Brazil, Cambodia, China,
UNCDF has commissioned a mid-term assessment of its Egypt, Ghana, Guatemala, India, Kenya, Nepal, the United
programmes, including local development funds, economic Republic of Tanzania and Viet Nam. Recent evaluations and
development projects and the microfinance portfolio. Started impact assessments cond-cted in two countries, Egypt and
in November 1997, the portfolio's assessment has been Viet Nam have shown that microcredit can improve the well-
carried out in close cooperation with CGAP. It focuses on being of the borrowers and that the impact is greatest when
seven microfinance projects selected from UNCDF major credit is combined with support for access to basic social
interventions, of which four are in Africa (Lesotho, services.
Madagascar, Malawi and a regional project in West Africa),
two are in Asia (Bhutan and Laos) and one in Latin America 3. United Nations Development Fund for Women
(Bolivia). 56. As part of its core strategy, UNIFEM recognizes the
54. UNCDF has been actively supported by the Special need to provide credit to women as a way of strengthening
Unit for Microfinance, which was created in September 1997 women's institutions at the grass-roots level. In that
and given the task of building synergy between the connection, UNIFEM has invested in a series of projects in
established UNCDF experience in microfinance and the Western Asia to ensure that women's capacities and skills
growing demands from the global network of UNDP country are developed and to enable them to run small-scale
offices. The Unit also provides quality technical support to businesses successfully. These initiatives include developing
the MicroStart programme, which was launched in February business counselling services within national institutions,
1997 at the Microcredit Summit held in Washington, D. C., establishing networks of credit programmes and supporting
and given the task of helping start-up and fledgling business skills training sessions on business and financial
initiatives. The Unit has initiated or supported project management for several hundred women entrepreneurs in
formulation exercises in Haiti, Madagascar, Mali, Gaza, Jordan, Lebanon and the Syrian Arab Republic.
Mauritania and Mozambique, and in the Palestinian Working in partnership with several United Nations agencies
territories. It also helped re-engineer the regional and other organizations, UNIFEM has facilitated the creation
microfinance project with the West African Development of women's business networks in a region where women
Bank to improve its impact and sustainability. The Unit also have limited economic power. In the Latin American and
provided key support to the preparation of the portfolio Caribbean region, UNIFEM, in association with Acci6n
evaluation with CGAP. Finally, it has helped UNCDF with Internacional, worked to gain private sector support for the
the identification of expertise, the elaboration of standard launch of gender-sensitive initiatives and helped broker a
terms of reference for audit and evaluations and the partnership between Latin American microlending
definition of standard monitoring and impact evaluation organizations and banks to leverage a SI .2 million line of
tools that will also be used by the MicroStart unit, thereby credit to support women's microenterprise in Colombia and
helping to improve and streamline microfinance practices Chile. In Africa, in association with UNDP and the Special
within UNDP. Unit for Technical Cooperation among Developing

Countries, UNIFEM brokered the establishment of
2. United Nations Children's Fund MICROFIN-Africa, a network of 42 microenterprise non-

55. The United Nations Children's Fund (UNICEF) governmental organizations that deliver small credit to

integrates microcredit into its programmes in countries women in 17 countries of sub-Saharan Africa. On the global

where lack of access to small loans is identified as an level, UNIFEM has also facilitated the formation of the

obstacle to the improvement of the situation of women and International Coalition on Credit, which consists of 32 of the
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world's leading microcredit and business non-governmental million, with S6.1 million going into microcredit funds and
organizations with more than 200 affiliated organizations. an estimated S30.1 million to research and advisory and

capacity-building services in the field of microfinance. The
projects are located in Africa, Asia and Latin America. ILO

C. Specialized agencies of the United Nations expertise is also increasingly in demand in the promotion of
sustainable microfinance operations in post-conflict

1. International Labour Organization countries such as Cambodia, and the former Yugoslavia and
57. The involvement of the International Labour in regions such as Central America and sub-Saharan Africa.
Organization (ILO) in microfinance reaches back many
years, through its activities related to the development of the 2. World Bank

informal sector, and in particular its promotion of 60. One reason the original members of CGAP decided to
cooperatives, including savings and credit cooperatives. In locate the secretariat within the World Bank was to
response to the needs of its constituency - Governments, strengthen the Bank's growing microfinance-lending
trade unions and employer organizations - ILO developed portfolio. CGAP expects the Bank to play a pivotal role in
international labour norms that define standards for its working with Governments to create an enabling business
constituents on how to support entrepreneurial activities of environment for microfinance institutions and making
the working poor, formulated norms in technical cooperation linkages between the overall macroeconomic framework and
to help constituents finetune policies and improve microfinance. CGAP has formed alliances with World Bank
institutional performance, and developed research modalities Group entities involved in microfinance, including the
to help resolve information deficits, influence policy makers Sustainable Banking for the Poor Initiative, the Africa
and identify best practice. Through its country objective Research Programme and the Rural, Microfinance and Small
reviews, ILO found that its constituents consider and Medium-sized Enterprise Thematic Group. Each alliance
microfinance to be a potentially powerful tool in facing the has generated joint products such as the Microfinance
poverty alleviation challenge, especially through self- Practical Guide and case studies of microfinance institutions.
employment and micro and small enterprise development. In terms of World Bank projects with microfinance
The reviews call on authorities to create a more favourable components, it is reported that, in 1997, there were 21 such
environment for formal and informal microfinance, the projects being developed or in the pipeline in 19 countries,
establishment of additional microfinance institutions, and including 13 low-income African countries. In almost every
improved access for micro and small enterprises to case, CGAP was involved at an early stage, reviewing the
microfinance services, and to assist women in accessing choice of financial intermediaries, products and services,
those opportunities (for example, by using collateral capacity-building activities and other characteristics of the
substitutes for loan securitization). planned loan or credit. CGAP has also collaborated on
58. ILO conducts research on various aspects of World Bank projects in several countries to leverage the
microfinance to fill information deficits, influence policy Bank's ability to create enabling policy environments. In the
makers and identify best/good/bad practices. Its ongoing past-two years, the CGAP secretariat and the World Bank
work covers such issues as enterprise creation by the staff have held technical discussions on more than 40
unemployed; the role of microfinance in industrialized existing and planned microfinance-lending operations and
countries - an ILO action programme for 1998-1999; the regional activities. This cooperation has improved the design
impact of financial sector liberalization on the access of of many lending operations, resolved operational and

micro and small enterprises to financial services; gender and technical issues and expedited financial sector reform in a

control over financial resources; the use of collateral number of countries, including Angola, Argentina, Armenia,
substitutes in loan securitization; and strategies to reduce Brazil, the Republic of Moldova, Sri Lanka and Viet Nam.

transaction costs in bank lending to micro and small
enterprises. 3. International Fund for Agricultural

59. With regard to technical cooperation, a recent review Development

of ILO technical cooperation, covering the period 61. Over the past two decades of providing financial aid,
1996-1998, identified 52 projects with a microfinance much of it through microcredit programmes for the poorest

component. Nineteen of the projects focus exclusively on of the rural poor in developing countries, the International

microfinance, while the rest contain other intervention Fund for Agricultural Development (IFAD) firmly believes

components. The total budget of the 52 projects is S67.8 that the poor are "bankable". Its action plan is based on three
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fundamental propositions. The first stems from the Fund's
mandate to address rural poverty by recognizing the
importance of microfinance as a key empowerment tool in
ensuring improvements in incomes and sustainable
household food security among the world's poorest families,
especially the women of those families. The second
recognizes the fact that, while access to credit and savings
facilities is crucial, it is usually not enough by itself to
ensure the sustainable development of the rural poor, who
also need links to an efficient distribution system for their
production, including viable roads to market places, access
to appropriate technology, technical training, fair prices for
inputs and a favourable regulatory climate. Thirdly, rather
than providing temporary services for the poor, the main
objective of IFAD is to develop viable and financially
sustainable rural financial systems, especially for the very
poor living in remote areas in many developing countries,
While maintaining the prime focus on the poor, IFAD also
emphasizes the need to safeguard loan funds, promote
sector-wide performance standards and strengthen the
provision of non-financial services. At the regional and local
levels, IFAD is helping to build a cadre of microfinance
technical experts, strengthen training centres and promote
sustained linkages to commercial capital, while seeking to
ensure a favourable regulatory environment. IFAD is an
active member of CGAP and has thus far committed over S I
billion in financial services and credit to the rural poor,
which represents about one quarter of its total lending to
date. An estimated 20 million persons have benefited from
these services.

Notes

See Report of the World Summitfor Social Development.
Copenhagen, 6-12 March /995 (United Nations publication,
Sales No. E.96.IV.8).
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