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Excellencies, 
Colleagues, 
Ladies and gentlemen,
Let me begin by thanking Ambassador Ojiambo and, my friend, Juan Somavia, the Director General of the ILO for inviting me to this closing ceremony of the third South-South expo.  The Expo has become an important date on the UN calendar and a veritable trove of ideas and projects for development partners. I would like to congratulate the organizers on another successful event this year.
I am sure that this audience needs little reminding of the significant rise over the last decade or so of economic ties among developing countries; nor do you need to be persuaded of the potential benefits that this can bring. 
Between 1996 and 2009, South-South trade grew at an average of 12 per cent per year, 50 per cent faster than North-South trade. Such trade now accounts for around 20 per cent of global trade and over half of developing country trade.  South-South FDI has also been growing rapidly, at perhaps 20 per cent per annum over this same period, albeit from a lower starting point; it now accounts for around 10 per cent of total FDI flows. Moreover, while high-income countries remain the main source of remittances for developing countries, migration between developing countries is now larger than that from developing to OECD countries.
Closer economic integration has been accompanied by increased South-South cooperation. This covers a wide range of activities and initiatives whose rationale was laid out by the G77 in its Marrakech Deceleration of 2003. UNCTAD plans to undertake a comprehensive assessment of South-South cooperation, although we have already provided an initial and partial evaluation in the 2010 Report on Economic Development in Africa, with respect to initiatives in that region. In the Report, we noted, in particular, that South-South cooperation in Africa had paid close attention to building productive capacities. Such attention carries a number of lessons which should be incorporated into the wider development assistance architecture.
However, it would be wrong to look at the emerging South-South agenda through rose-tinted glasses. In UNCTAD, we are acutely aware of the historical challenges that have beset this agenda.  In particular, the debt crisis of the early 1980s left south south cooperation in abeyance for many years. As developing countries pick up the threads and begin to weave a new cooperation agenda, it is important, as the Marrakech Declaration insists, to situate South-South cooperation in the wider international and development context which influences countries’ policies and strategies.  There are a number of points to make in this regard.
In the first place, we should recognize that economic integration amongst developing countries has not been an even process.  Trade has been ahead of FDI and both have been much stronger than finance.  Indeed, the massive financial flows from south to north over the past decade have dwarfed those from south to south. Moreover, South-South flows have been very heavily focused on the Asian region. Intra-Asian trade accounts for around three quarters of South-South trade and for an even higher share of South-South FDI flows. The trade of both Africa and Latin America with Asia has been growing faster than trade within those regions. To a large extent, this reflects the successful industrialization drive across large parts of East Asia and serves as a reminder that there are likely to be differing developmental trajectories and effects from South-South integration, depending on the stage of development of the participating countries. 
A second point is that developing countries should not assume that the recent favourable pattern and pace of growth will continue indefinitely. The previous era of South-South cooperation ended abruptly due to developments in the North and its rebirth has taken place against an unstable backdrop of financialization, global imbalances, and boom-bust cycles. The debt-fueled bubble economy of the new millennium has now burst at its centre and the advanced economies have slowed sharply. It is very unlikely that they will return to the growth rates of the last decade.  Indeed, as Dominique Strauss-Kahn has recently warned, given the lack of tangible reform in the financial sector another crisis is unavoidable. The consequences, when it happens, are difficult to predict. So far developing countries have weathered the current crisis much better than many advanced countries and far better than they have in the past.  But my worry is that, like the early 1980s, developing countries could be hit much harder if there is another sharp dip in the economic performance of developed countries.
My third point is that countries should not assume that closer cross-border economic ties automatically translate in to "win-win" outcomes for the participating countries. Convergence in incomes is no more an inevitable outcome of growing South-South linkages than it is of the larger forces of globalization. Policy choices and collective action will determine the size and distribution of South-South gains.  In this respect, sharing successful policy lessons and experiences is integral to South-South cooperation and underscores the importance of this expo. However, some of the more difficult institutional issues around South-South cooperation have yet to be discussed. 
With these points in mind, the key question at the heart of the emerging South-South agenda is what kind of development paths are desirable and feasible over the coming years?  I suspect that there will be a stronger emphasis on domestic resource mobilisation and markets than has been the case in recent years.  But the real issue is whether, and how, the South can sustain strong catch-up growth and close the economic gaps with more advanced economies through closer economic ties amongst each other? 
This is not a new question.  It was asked over thirty ears ago by the great Caribbean economist, Arthur Lewis, in his 1979 Nobel lecture, when a sharp slow down in developed countries looked set to choke growth in developing countries through lower import demand. Lewis argued that greater South-South trade could fill the gap and help sustain a virtuous growth cycle in the South based on cumulative trade and investment ties. 
Nevertheless, Lewis, for whom the search for policy solutions to development challenges was a professional calling, understood that developing countries would still need to undertake collective institutional action. To ‘lift all boats’ South South integration would require preferential tariff and currency arrangements, new development financing facilities, and stronger rules on TNCs.  

It turned out that Lewis was unduly optimistic about a growth revival in the South.  For many developing countries the following years were a “lost decade” in some cases two decades.  But if we are, as I believe, again facing a “Lewis moment” then there are very strong grounds to believe that the big emerging economies of the South, despite their differences, can provide the kind of dynamic and sustainable growth poles that failed to emerge in the 1970s.  Still, the South needs to think harder about the design of effective arrangements to ensure that economic interaction works for the benefit of all countries.  This includes sufficient policy space to tailor integration to local conditions; appropriate forms of financial and monetary cooperation; and better ways to share technologies and skills among developing countries at different levels of industrial development.    
In concluding, le me return to the theme of this expo, “solutions”.  From what I have said, I hope it is clear that, given the challenges facing developing countries, solutions are as much political as they are technical challenges. This was a point that Lewis recognized when he argued that developing countries needed to “[discuss] among themselves in what direction they would wish to go, prior to negotiations with [more] developed countries".  These are words which I think resonate in the present context. It is very important that developing countries set the South-South agenda in line with their own needs and interests. Next year’s South Summit will be an important venue in this regard, and UNCTAD stands ready to help developing countries advance this agenda over the coming years. 
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