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Introduction

In the last few years, the world has been faced with immense challenges of an unprecedented scale
and impact. The COVID-19 pandemic has left deep and lasting scars in developing countries, with
increased inequalities being seen in income, gender, increasing poverty and hunger, accumulation
of debt and shrinking fiscal space, all with adverse impacts on their sustainable development. The
increasing number and impact of armed conflicts, climate change-induced natural disasters and the
‘polycrisis’ have challenged developing countries’ ability to cope and deliver better outcomes and
living standards for their populations. The world is now ‘woefully off track’ to achieve the
Sustainable Development Goals (SDGs) by their 2030 deadline, while the annual SDG funding
gap has risen from $2.5 trillion before the pandemic to an estimated $4.2 trillion.

International development cooperation has remained far from sufficient in addressing these critical
issues. Official Development Assistance (ODA) has been declining in real terms and is even being
diverted to be used within the donor states. Climate finance has faced chronic shortfalls, forcing
low-income countries in further debt, while facing natural disasters that they are unable to cope
with. Enabling debt standstill and debt relief measures would permit financially constrained
countries to invest in required emergency health expenditure, social protection, support for small
businesses and vulnerable population, thus saving lives and livelihoods. However, both are far too
insignificant and take too long. Many developing countries are now facing a lost decade in
economic and social terms. At the same time, deglobalisation, weakening multilateralism, rising
nationalism and more intensified geopolitical tensions have characterised an international
environment which is less enabling for the economic development of developing and least
developed countries.

The pandemic acted as a stress test for development cooperation, which is dominated by North-
South cooperation and triangular cooperation, and complemented by South-South cooperation.
During a global pandemic which hit the developing countries the hardest, the litmus tests would
have been the equitable access to vaccines and pharmaceutical goods, and on debt relief. Yet, the
failure to make COVID-19 vaccines equitably accessible as a global public good was a
manifestation of the predominance of self-interests and self-preservation by the Global North, as
is the continuing lack of an international mechanism which would allow a comprehensive debt
restructuring to take place in a timely and orderly manner. Thus, on both these accounts, evidence
shows that international development cooperation failed the test.

Thus, the global landscape of South-South and triangular cooperation (SSTrC) has undergone a
paradigm shift since the COVID-19 pandemic and the accompanying financial and debt crises
facing countries around the world. SSTrC during the COVID-19 pandemic was valuable and
encouraging. Owing to financial and technological capacity limitations, a significant aspect of
SSTrC during the pandemic was the high level of people-to-people exchanges, which translated
into the sharing of experiences and knowledge and the promotion of local solutions to minimise
the most severe socio-economic impacts of the pandemic. But recent armed conflicts and



geopolitical tensions have increased divisions in the international community, which urgently
needs to come together to meet the common challenges facing humanity today. The increasing
importance of SSTrC for developing countries in dealing with the most critical challenges and
crises of our times cannot be underestimated. Efforts towards supporting the recovery from the
pandemic and building more resilient and sustainable societies can be supported through
increasing cooperation and experience sharing among developing and least developed countries,
as a complement to traditional North-South cooperation.

Leveraging SSTrC is necessary to increase resilience and promote broader coordination among
the various connected actors, including for ensuring their capacity to respond to crises. The role of
SSTrC agencies is crucial in this regard, as developing countries could provide more effective
responses by categorising necessary resources (human and financial) to mitigate the crisis at hand,
while also strengthening institutional capacities for the future.

Against this backdrop, the Islamic Development Bank (IsDB), the South Centre, the United
Nations Conference on Trade and Development (UNCTAD), and the United Nations Office for
South-South Cooperation (UNOSSC) have collaborated towards developing this publication. This
joint initiative is meant to provide a detailed look at the current state of SSTrC and consider how
international development cooperation and the role of developing countries can be enhanced in the
future.

The paper aims to, inter alia, explore the landscape of SSTrC uncovered by the COVID-19
pandemic and recent global events; look at how the pandemic acted as a stress test for international
cooperation; consider the national institution building necessary for effectively engaging in
SSTrC; and suggest different ways forward for leveraging SSTrC towards building resilient
societies and achieving national development priorities, the 2030 Agenda for Sustainable
Development and the SDGs. It considers the possibilities of leveraging SSTrC for enhancing the
transfer of knowledge, experiences and technologies within the Global South and increased
capacity building in developing countries.

Section | identifies the landscape of SSTrC uncovered by the COVID-19 pandemic and recent
global events, in particular how these events have served as a stress test for international
cooperation. It considers the economic and social constraints that have halted progress towards
meeting the 2030 Agenda and continue to hinder efforts to mobilise additional resources needed
to address the high-priority challenges of developing countries, especially climate change.

Section Il considers the opportunities and challenges arising from SSTrC, in particular if the
current architecture of international development cooperation is equipped to cope with global
crises. It considers how international cooperation should be developed around three basic
principles, namely the scaling-up of South-South resource sharing, enhancing the policy space of
developing countries and building resilience towards strengthening SSTrC.



Section Il considers the experiences and initiatives of countries in utilising SSTrC for sustainable
development. It also lists some priority areas where SSTrC could be used, especially those which
are important for post-pandemic economic recovery. It then highlights how the experiences of
developing economies have provided renewed optimism towards new cooperation measures that
are based on solidarity and inclusion, as well as the sharing of knowledge, expertise and resources
among them.

Section IV recognises the new trends in the institutionalisation of SSTrC in developing countries.
It considers that strengthening institutionalisation for SSTrC, especially through national agencies
for SSTrC, is necessary to fully leverage its potential, which in turn facilitates developing countries
in realizing their sustainable development and foreign policy objectives. It also emphasises the
important role of national SSTrC institutions for strengthening solidarity with other developing
countries. Further, it also outlines the support provided by international organisations to institution
building in developing countries that has played a catalytic and supporting role for enhancing
institutional capacity in the Global South.

Section V explores how SSTrC can be better leveraged by developing countries address climate
challenges and achieve the 2030 Agenda and the SDGs. It considers how future development
cooperation should be guided by the aspirations indicated in the SDGs and also be addressed
towards mitigating the negative impacts of the pandemic. Further efforts are still needed to enhance
SSTrC for aligning it with the climate goals of the Paris Agreement, alleviating poverty and
hunger, having stronger social protections and building the capacity of developing countries for
the future by learning from shared experiences and mainstreaming SSTrC in their sustainable
development.

Finally, Section VI includes a contribution from the Ibero-American General Secretariat (SEGIB,
Spanish acronym)?!, which provides an important perspective from Ibero-American countries on
how South-South and Triangular cooperation can be used to enhance food and nutrition security
in the region. Given the diversity of themes and contributions, each section presents final remarks
and conclusions, as well as recommendations relating to the specific subject addressed in each
section.

1 SEGIB is an international organization that supports the 22 countries that make up the lbero-American community:
the 19 Spanish and Portuguese speaking countries in Latin America and those of the Iberian Peninsula.
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I. Landscape of SSTrC uncovered by the COVID-19 pandemic and recent global events

A. The pandemic has highlighted the great divergence between the developed and developing
countries

The COVID-19 pandemic declared over two years ago by WHO, has exposed how unprepared
countries are for unexpected shocks and how deeply divided the global economy has become.
Despite the rebound of the global economy in the second half of 2020 and in 2021, it will take
several years for world income to recover the loss from the COVID-19 shock and revert to its
2016-2019 trend (UNCTAD TDR 2021), and the war in Ukraine is placing further strain on a
battered world. Furthermore, the world economy appears to be building back separately. The
recovery has to date been highly unbalanced partly reflecting fault lines that were present before
the pandemic. There have been substantial differences in GDP growth between regions and
countries, with many LDCs and less dynamic developing countries falling behind, and a sharp
divergence in income (and wealth) gains is also emerging within countries among different social
groups.

Looking at policy responses, while in developed countries the aggressive spread of the virus
prompted a set of equally aggressive measures to counter its paralyzing consequences, most of the
developing world faced the same fiscal constraints that had hampered their ability to intervene in
the economy over previous decades, resulting — in most cases — in an exacerbation of domestic and
international inequities. According to IMF data, 41 developing countries actually reduced their
total expenditures in 2020. Furthermore, as shown in Figure 1, developed countries were able to
increase their total primary outlays, that is the actual fiscal expenditure out of the Treasury net of
the debt servicing costs, relative to the past, significantly more than developing countries with
similar or lower public debt ratios in 2019.

Figure 1. Extra primary outlay: developed vs developing economies
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A major reason behind these sharp asymmetries has to be find by the vulnerabilities of developing
countries on international capital markets. The fiscal space in developing countries is severely
constrained their need to cut debt ratios. Furthermore, developing countries’ vulnerability to
external economic shocks requires greater caution when increasing public debt because of
recurring private sector bankruptcies prompting government bailouts. Finally, larger fiscal
programs in developing countries tend to involve larger current account deficits, which cannot be
filled by domestic liquidity injections alone without triggering currency vulnerabilities, as positive
shocks in the supply of money tend to decrease the nominal interest rate making the national
currency weaker. Even though spiralling sovereign debt crises were avoided in 2020, developing
countries’ external debt sustainability further deteriorated, revealing growing pressures on external
solvency in addition to immediate international liquidity constraints.

The COVID-19 pandemic has thrown all these vulnerabilities into sharp relief. As Figure 2 shows,
pressures on external debt sustainability are set to remain high over the coming years since many
developing countries face a wall of upcoming sovereign debt repayments in international bond
markets. Taken together, developing countries (excluding China) face total repayments on
sovereign bonds already issued to a value of $936 billion until 2030, the year earmarked for
achievement of the Sustainable Development Goals, consisting of $571 billion in repayments of
principals and $365 billion in coupons or the annual interest rate paid on a bond’s face (or nominal)
value.

Of particular concern are countries in sub-Saharan Africa, many of whom are low-income
countries. In mostly middle-income LAC countries, the wall of sovereign bond debt immediately
following the pandemic is also palpable, with over $25 billion due in 2024 and 2025. Both regions
also face high coupon disbursement burdens (or shares of coupon disbursements in total
repayments on foreign-currency denominated sovereign bonds due in any one year under the
period of observation), well above those in other developing countries (excluding China), in
particular in the first half of this decade.

Figure 2. Sovereign bond repayment profiles, selected regions, 2021-2030
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At the same time, as Figure 3 shows, net capital flows to developing countries rapidly deteriorated
after the outbreak of the pandemic. This deterioration was led by record portfolio outflows in the
first quarter of 2020, amounting to $127 billion. Since then, the picture has been one of much
reduced, but still volatile, portfolio flows, with outflows of $21 billion in the second quarter of
2020 followed by inflows of $51.6 billion in the second half of the year, and another round of
outflows ($34.5 billion) in the first quarter of 2021. From the second quarter of 2020, massive
outflows of ‘other investments’, totalling just under $370 billion between the 2020 Q2 and 2021
Q1, have accounted for overall net negative capital flows to developing countries in this period.

Figure 3. Net private capital flows to developing countries, 2010-2023
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In the absence of effective international support, developing countries will inevitably suffer lasting
economic damage from the pandemic, including lower rates of capital formation, persistent debt
stress, trade disruption, etc., all of which will severely constrain their recovery, halt progress
towards meeting the 2030 Agenda, and hinder efforts to mobilize the additional resources needed
to address the climate challenge.

B. The pandemic as a stress test for international cooperation: North-South, South-South
and triangular cooperation

In addition to its immediate and unequal medical, economic and social impacts, the COVID-19
pandemic offers an opportunity to broadly rethink international cooperation, and the system of
international economic relations, as it has evolved in the last four decades. In fact, whether the
world will build back better will not depend on the actions of a single country, no matter its size
or economic relevance, but on concerted efforts to tackle the fragilities that characterize the global
economy. Hurdling the barriers to greater prosperity will depend on improved coordination of the
policy choices made in leading economies over the coming years as they push to maintain the
momentum of recovery and build resilience against future shocks. The reluctance of many
advanced economies to advance on the vaccine waiver was a worrying sign and a costly one.

But coordination among the leading economies will not be sufficient either. Renewed international
support is needed for developing countries, many of which still face a spiralling health crisis, even
as they struggle with a growing burden of debt and face the prospects of a lost decade. That effort
should also prompt us to rethink — or, perhaps, revive — the role that fiscal policy can play, beyond
the countercyclical interventions of late. Delivering the necessary support will also require the kind
of systemic reforms to the international economic architecture that were promised after the global

12



financial crisis but were quickly abandoned in the face of resistance from the winners of
hyperglobalization (UNCTAD TDR 2017).
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Il. Current Opportunities and Challenges of SSTrC

A. Is development cooperation architecture equipped to cope with global crisis? What are
the gaps and weak links?

Given their limited room to respond to major shocks, developing countries, at all levels, need
significant international support to avoid the worst-case economic and health scenarios. The
international response to the COVID-19 induced crisis has been wholly inadequate on several
aspects (UNCTAD, 2020). Debt relief initiatives, mostly crafted as temporary suspension of debt
servicing, and expansion of credit lines by part of the IMF and, on a smaller scale, by regional
development banks fell well short of what might be expected given the scale of the challenges
posed by the crisis and lacked effective coordination which further dissipates their impact.

There is undoubtedly much greater room for bolder and more comprehensive action. First and
foremost, in the face of tightening payments and fiscal constraints caused by shocks, developing
countries need large-scale external financial support to help mitigate the economic and social
damage they are enduring. UNCTAD (2020) has laid out a menu of possible options for the
international financial system involving the scaling up of liquidity provision (through a massive
injection of Special Drawing Rights by the IMF) and long-term financing (through grants and
concessional lending by the World Bank and increased ODA flows) as well as substantial debt
relief. The three regionally based multilateral development banks, which have a high equity-to-
loan ratio, also have considerable headroom to scale up lending without hurting their triple-A
ratings with the international credit rating agencies. Indeed, some calculations point to additional
lending capacity by these MDBs of over $340 billion, equivalent to almost 150 per cent their
current loan levels (Humphrey, 2020). Several proposals advance in different international fora
have more recently stressed the urgency of scaling up external financial support for developing
economies (G20 CAF Review, 2021, UNSG SDG Stimulus, 2022, and G20 Independent Expert
Group on MDB Evolution, 2023)

Second, while the packages enacted during along the pandemic have focused on strengthening
national health systems, and to a lesser extent helping smaller businesses, more needs to be done
to effectively protect countries’ productive capacities, employment, and inter-sectoral linkages
within and across borders and enhance social protection systems. At the national level, effectively
using fiscal tools (including subsidies) and strengthening public institutions to help guide recovery
and expand fiscal space would be important but needs to be accompanied by strategic trade and
industrial policy measures where south-south cooperation has a crucial role to play through sharing
lessons and expertise. And at the regional and international levels, south-south cooperation could
facilitate the scaling-up of available finance, for the better integration of developing countries into
the existing trading system, as well as supporting new regional/global value chains and forging
more coordinated positions in trade negotiations for preserving adequate policy space.

B. COVID-19 as a game changer for SSTrC - New challenges and opportunities

14



The COVID-19 shock has exposed the fragile health systems and economic vulnerabilities of the
South. Given the urgency of multiples challenges, it is essential that the Southern countries build
a strategic partnership and take coordinated actions without further delay. Going beyond the
immediate relief packages, there is a need to have in place a plan for recovery and resilience in the
South. Any such initiative cannot substitute for effective multilateral action to ease the pressure
on developing countries and drive a resilient recovery for all countries. But the multilateral system
is currently weak and rudderless and cooperation measures within the South should not only be
reactive in nature but designed in a way that can advance needed reform of the wider multilateral
system.

With this in mind, cooperation should build around three basic principles: scaling-up resources;
enhancing policy space; and building resilience. Accordingly, a solidarity plan could come in the
form of enhanced south-south (and/or triangular) financial cooperation encompassing initiatives
covering mechanisms for both short- and long-term finance; joint action by developing countries
for reviving trade and industry; and strengthened south-south cooperation for mitigating the health
and food crises and for climate adaptation.

Scaling up South-South Finance

Most developing countries do not have large national development banks with access to significant
funding at short notice (be it from markets or in the form of treasury transfers) to support
emergency programs on a scale required to protect a country’s productive capacity, jobs and the
most vulnerable. Given that the financial packages launched by multinational and regional
development banks are narrowly focused, the two newly created southern banks, the New
Development Bank (NDB) and the Asian Infrastructure Investment Bank (AlIB), plus the Islamic
Development Bank (IsDB), could have a significant role to play to sustain post-crisis recovery.

Along with CAF and AfDB, these three banks have launched programmes at the outbreak of the
crisis. The Asian Infrastructure Investment Bank (AlIB) made available up to $10 billion to help
member states alleviate health pressures under the umbrella of its COVID-19 Crisis Recovery
Facility (CRF). The BRICS New Development Bank (NDB) deployed a $1 billion emergency loan
to help Chinese provinces to cover public health expenditures including the purchase of health
supplies and the construction of hospitals. The IsDB, in turn, prepared what it calls a
‘comprehensive integrated response package’ worth $2billion aimed at strengthening health
systems, financing trade and SMEs in core strategic value chains, supporting recovery and
countercyclical spending more broadly .

However, like the regional MDBs, these three southern banks have further space to scale up
lending. The BRICS, for example, could consider mobilizing the NDB to allocate loans not just to
the BRICS themselves but also to other countries, and create a fund, financed by a capital
expansion subscribed by the funding members, to be hosted at the NDB, to provide finance at
subsidized rates to poorer nations, especially in Africa. They could also deploy their bank to
coordinate in partnership with national development banks, a medium-term strategy focused on
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infrastructure investment in different sectors, needed for the recovery phase and to ensure the
developing world’s commitment to the SDG goals is not derailed.

Among sub-regional development banks, those from Latin America and the Caribbean region have
adopted a proactive response to the crisis. The Central American Bank for Economic Integration
(CABEI) adopted a broad program totalling $1.96 billion, which included emergency aid, regional
purchase and supply of medicines and medical equipment, finance to public sector operations,
support to the financial sector with a focus on MSMEs and credit lines to support liquidity
management of the central banks of member states, the latter involving up to $1billion. The
Development Bank of Latin America (CAF) opened contingent credit lines of $300million to
member states for their health systems and emergency credit lines of rapid disbursement of up to
$2.5 billion for crisis response and support to business operations. And the Caribbean
Development Bank (CDB) deployed $140 million to help countries fight the epidemic and an
additional $3 million for medical equipment. In Africa, the Trade and Development Bank (TDB)
focused mostly on targeted support with a focus on emergency medical supply. However, these
banks as well others in these regions and in Asia, could do even more by expanding their assistance
in terms of both scale and scope. In 2019, CABEI and CAF had equity-to-loan ratios close to 50
per cent and the CDB above 80 per cent, all quite high and above the also high ratios currently
observed among the MDBs. In Africa, the Trade and Development Bank (TDB) had an equity-to-
loan ratio at nearly 30 per cent — lower than other sub-regional banks but still considerably high.
In addition, in Asia, the Eurasian Development Bank (EDB) also had a very high equity-to-loan
ratio, of above 80 per cent. These banks’ equity levels, therefore, permit them to lend above the
current loan levels. Unlike the MDBs, whose main funding source is the international capital
markets, their funding sources are in some cases more varied and include resources from MDBs.
They thus are less dependent on international markets to raise resources to be able to expand
lending. That said, even the international capital markets remain a viable funding option for
SRDBs despite the crisis. CABEI has successfully raised $750 million from a diverse base of
international investors to fund its crisis response strategy. If CDB and EDB lowered their equity-
to-loan ratios to 50 per cent, CABEI and CAF to 30 per cent and TDB to 20 per cent, these five
development banks could together expand their portfolio of loans by nearly $25 billion (see Figure
4).

Figure 4. Selected Sub-regional Development Banks: Potential Additional Loans
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In addition, although many countries are still under financial pressure, where possible, new capital
injections by the stronger shareholders would be a wise way to deploy scarce resources since these
institutions are well positioned to support cross-border initiatives necessary to build regional
resilience to crises. That is, now that the worst impact of COVID-19 has been absorbed, these
banks could gear up their plans to support building for resilience and preparedness to future shocks.
This would imply focusing on medium-term projects such as strengthening health systems to
address existing shortages in health care provisions but also to enable countries to better cope with
future health crises arising from infectious and other diseases. Furthermore, the fact that these
banks already have close links, on the one hand, with multilateral institutions, and with national
commercial and development banks on the other, puts them in a strong position to absorb funds
from the larger institutions for managing regional health initiatives and use a capillarity already in
place to distribute resources across their member states.

Another area for urgent south-south cooperation action is on the liquidity front. Southern countries
need to be proactive and act together to use existing southern-based liquidity funds to assign much-
needed liquidity at this critical juncture. Doing so may, in addition, strengthen the hand of southern
countries in future discussions of reforming the global financial architecture and rules-making.
Long-established regional liquidity funds could be important source of scaled-up liquidity,
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especially for smaller countries with limited (or no) access to alternative liquidity sources. These
funds include the Arab Monetary Fund, the Latin American Reserve Fund (FLAR), the Eurasian
Fund for Stabilization and Development (EFSD) and the Chiang-Mai Initiative Multilateralization
(CMIM), the latter with a pool of $240 billion serving the ASEAN+3 countries. The total value of
these four funds is $254.2 billion. This value may not look significant, especially compared with
recent estimates for the financial needs of developing countries (UNCTAD, 2020b; Georgieva,
2020b). Still, these funds can be significant for small and poorer countries for which access to
other official liquidity sources is rather limited, slow and burdened with taxing negotiations.

The Latin American Reserve Fund (FLAR) has been known for its speedy responses and easy (low
conditionality) access. Nonetheless, the fund has at present only eight member countries and is
rather small, with a total subscribed capital of just $3.9 billion. The ongoing crisis could be an
opportunity to bring on board larger countries from the region, particularly Brazil and Mexico.
These two countries, with foreign reserves over $350 billion and $180 billion respectively, could
strengthen the fund, so that more resources could be made available to other member countries,
while Brazil and Mexico themselves could still tap into alternative reserve arrangements such as
the US Federal Reserve swap lines and, in the case of Brazil, also the BRICS, CRA.

In addition to southern liquidity funds, regional payments systems could bring further relief to
countries facing severe balance of payments’ restrictions. In the past, some of these arrangements
have proved extremely useful, for example, the Latin American reciprocal credit and payment
agreement (CPCR) during the 1980s when external finance was scarce, which permitted countries
to engage in intra-regional trade while benefiting from the short-term credit mechanism this
arrangement provided (TDR, 2015: 72). Other payments systems, particularly in Latin America
such as the Unitary System of Local Payments Compensation (SUCRE) permitting payments in
virtual currency and the Local Currency Payment System (SML) permitting payments in domestic
currency, can be used this time for regional payments to help alleviate country needs for foreign
exchange to finance their current accounts.

Finally, other regional financial institutions that could be engaged in time of crisis are EXIM
Banks, to provide much-needed trade finance for scaling up imports of medical products and other
essential needs. In this regard, it is encouraging that the African Export-Import Bank, for instance,
with a tradition of providing emergency relief credit and donations, has risen to the challenge by
creating a $3 billion credit facility to help African countries to meet trade and other foreign
currency payments (Reuters, 2020c). Other EXIM banks could follow suit.

C. Building South-South Cooperation for Trade and Industrial Recovery

By applying sudden brakes to international trade, COVID-19 has exposed the fragility of the
connection between openness (to both trade and capital flows) and development. Even before the
crisis, developing countries had differed significantly in their ability to manage integration into a
hyperglobalized international division of labour in ways that could enhance their mobilization of
domestic resources in support of sustained and inclusive growth. The picture was one of uneven
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interdependence; diversification in some countries coexisted with deindustrialization in many,
trade surpluses in some with persistent trade deficits in others, and sustained growth with fitful
episodes of boom and bust.

As discussed extensively by UNCTAD, the decoupling narrative which emerged after the global
financial crisis, suggesting that growth in the South depended at a lesser extent on what was
happening in the advanced economies, was, in a world dominated by footloose capital and global
value chains, a misleading take on the economic dynamics of the 21st century (UNCTAD, 2011,
2016, 2017). Trade liberalization has been pushed hard over the past three decades, through a
variety of negotiating fora and crystalized in a myriad free trade agreements and bilateral
investment treaties, severely limiting the policy space needed by the developing world. The
justification has, invariably, pitted the efficiency-enhancing properties of market prices and
competition against the resource distorting actions of politicians and public officials. This
aggressive agenda of ‘deep’ integration has gone even beyond the elimination of barriers to trade
to include regulatory obstacles to capital flows (and profit remittances), and state oversight of the
restrictive business practices employed by large international corporations, as well as tighter
intellectual property laws. Doing so has further reduced the policy space needed in the South to
manage the industrialization and structural transformation required for its sustainable growth. The
consequences have been exposed by the pandemic.

The importance of reviving strategic trade and industrial policies as an additional support for
industrial recovery during a crisis has been widely recognized in both developing and advance
economies (IMF, 2023, and Rodrik, 2023). Industrial subsidies including financial support to
specific industries, tax credits, rent rebates to small and medium enterprises, export subsidies, debt
forgiveness etc., are important policy instruments which will be needed by developing countries
to provide additional support to their domestic producers during and post pandemic. These various
subsidies can enable the rebuilding of labour intensive and export-oriented industries like textiles
and clothing, footwear etc., which are expected to take the hardest hit and lead to massive
unemployment in the South.

However, developing countries do not have enough policy space to support their economic
recovery given the existing multilateral trade agreements, especially with respect to industrial
subsidies. A sensible place to explore the judicious mix of liberalizing and subsidizing measures
in support of economic diversification would be through south-south agreements which could be
subsequently used as a model for reform of the multilateral rules in this area. Meanwhile, a
temporary WTO Peace Clause on the use of industrial subsidies for reviving their industrial growth
and subsequently their exports is desirable to ensure sufficient policy space is available to
developing countries during the recovery in a global scenario further aggravated by the war in
Ukraine.

Apart from industrial subsidies, industrial tariffs are another important tool in the hands of the
governments in the South for protecting their infant industries, regulating imports of luxury items
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and providing a level playing field to their domestic producers (Melitz, 2005). They are also an
important source of revenue for many governments, especially small developing countries. In
some countries, custom duties as a share of tax revenue of the government are higher than 25 per
cent e.g., Central African Republic (41 per cent), Bangladesh (29 per cent), Namibia (30 per cent),
St Kitts and Nevis (30 per cent), etc. There is a need for developing countries to reassess and
judiciously use their existing agricultural and industrial tariffs to help mitigate the damage from
the crisis and build future resilience.

With the threat of food shortages and rising levels of hunger caused by the COVID-19 emergency
first and now by the fallouts of the war in Ukraine, strong public distribution systems, able to make
up for damaged food supply chains at least temporarily, are needed for procuring food and keeping
billions of people alive. While this is a national priority for all countries, the policy space available
to governments has been severely constrained even in this area. The current situation has brought
to the forefront the flexibility needed by countries in procuring and distributing food, especially at
times of crisis; but it also provides an opportunity for developing countries to share lessons and
experiences of food management and beyond and to establish south-south distribution mechanisms
that could be activated in response to the kind of emergency conditions currently being
experienced.

Across all these challenges, simplistic pronouncements on free trade (which fail to recognize the
dominant role of very large, and often oligopolistic, firms in shaping trade outcomes) should be
avoided in favour of selective trade integration for which special and differential treatment to
developing countries was enshrined into the Doha Development Agenda (Rodrik, 2017). However,
there are some divisive proposals by the developed countries to tighten the criterion for countries
availing S&DT and question the principle of self-declaration. This pandemic has exposed the lack
of capacity of all developing countries to recover on their own and the need for the South to show
solidarity in preserving the special and differential status for all developing countries in the WTO
as a means to “harnessing the developmental benefit of international trade”. in line with G77
principles on south-south cooperation.

Further, strategic and selective trade integration in the digital era will depend to a large extent on
the digital capabilities of developing countries. Given the growing digital divide, there is an urgent
need for developing countries to pool human and financial resources at the regional level to build
their digital infrastructure and skills.

D. Strengthening regional integration and regional value chains in food, health and related
products

The above policies are not only important for recovering from the crisis but are also needed for
building resilience going forward. There are ways to integrate into the global economy without
necessarily sacrificing the policy autonomy of the states which enable them to respond to the
developmental and social needs of its citizens by putting people before profits (Mkadawire, 2010).
While the European Union is in the process of putting in place a new industrial strategy that would
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increase state powers to scrutinize and potentially block takeover bids in strategic sectors of the
economy, the South also needs to protect its vulnerable industries and firms from unfair foreign
competition in order to speed its industrial recovery and build a more diversified economy which
IS a prerequisite for resilience to future shocks.

There is a high probability that the current crisis will have a lasting impact on the shape of existing
global value chains. To recover quickly, developed countries are bound to readjust some of their
supply chains bringing links closer to home for shorter delivery time as well as to lower further
risk of disruption (WTO et al., 2023). The announced desire of the European Union to achieve
“strategic autonomy” in certain areas is indicative of a wider move to forge new supply relations
in the North. Furthermore, automation and digitalization will in all likelihood assist the developed
countries in this regard and will further reduce the (labour) cost advantage still enjoyed by
countries of the South (ILO, 2021, and UNCTAD, 2017, 2018).

In this changing landscape, developing countries will need to re-engineer their existing production
and distribution systems, which will be more challenging if the ongoing economic slump persists
for some time. In the face of falling exports, increasing domestic consumption using expansionary
policies to boost domestic demand will be urgently required by developing countries. However,
given the constraints that many, particularly smaller economies in the South face, regional
integration, and more generally South-South trade, can be an important complement to domestic-
demand-led growth strategies providing new markets, encouraging complementary investment
flows and technological upgrading and, with appropriate financial arrangements, reducing pressure
on the balance of payments. .

The unprecedented challenges posed by COVID-19, and the urgent need for solutions is also
opening an important window of opportunity for a South-South cooperation initiative in health,
health research and related areas through multiple actions that can help build resilience to future
pandemics. There is a need for developing countries to urgently develop a regional response to the
current as well as future health emergencies along the lines already being proposed by some
advanced countries. Accordingly, the South needs to have a strategic vision in terms of
strengthening its regional value chains as well as intra-regional trade and investments in order to
become self-reliant including in food, health and related products. By identifying and maintaining
horizontal and vertical linkages, regional pacts can ensure that small firms co-operate to reduce
transaction costs and benefit from economies of scale. They can also help favour connectivity
among different specialised providers whose inputs are directly integrated in the supply chain.
Furthermore, regional pacts can offer an umbrella to negotiate long-term agreements with
pharmaceutical firms, guaranteeing a reliable supply of affordable products. From a governance
perspective, the secretariats of regional economic communities in Africa, Asia and Latin America
have to be strengthened to be able to play such a prominent role.

The regional secretariats in the South like COMESA, SADC, and other regional economic
communities (RECs) in Africa, along with the newly formed AfCFTA Secretariat; SAARC and
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ASEAN secretariats in Asia and regional secretariats in Latin America and Caribbean states like
OAS, CELAC, CARICOM, etc. will need to be strengthened to be able to play a bigger role. The
pooling of financial resources at the regional level is also needed to produce, access and distribute
medicines, personal protective equipment, ventilators, and other medical devices and equipment
to the people in the region

Pandemics like COVID-19 have also revealed to the world the importance of scientific discoveries
and medical research for human welfare. Any medicines or medical discoveries which are
important for the survival of people need to be shared widely and its access made available to all,
especially to the most vulnerable countries and communities. This highlights the importance of
making the TRIPS moratorium permanent, prohibiting non-violation complaints on IP rights
(Article 64.2 of the TRIPS Agreement).

Within a regional health initiative, collective R&D efforts in medical research should be the top
priority in the coming years (ECLAC, 2021). It should involve sharing results, methodologies and
testing best practices that can prepare countries in the South to fight pandemics like Covid-19 and
similar events in the future. It should also aim at viral strain identification and creation of the basis
to build further medical and vaccine research. Emerging economies with more advanced medical
research capabilities, as India, could take the lead and make a strong call for common action and
resource pooling.

Another line of action could involve strengthening of regional value chains in health-related
products and services. As the COVID-19 emergency has shown, self-sufficiency in medical
equipment and health-related products is extremely important in the times of crises. Only a few
developing economies have currently the capacity to lead on these value chains and operate the
most complex activities. After having identified the leading medical device manufacturers
headquartered in developing countries, regional pacts could be envisaged to facilitate the
development of complete value chains at the regional level that would guarantee a constant
provision of needed equipment especially in cases of emergency. Regional Emergency Funds
could be established to provide countries with financial resources both to save their small and
medium-sized enterprises and strengthen regional supply chains. India has set an example for
others by proposing a Coronavirus Emergency Fund for South Asia, based on voluntary
contributions, and making an initial contribution of $10 million.

Building food supply independence is another source of resilience. Most developing countries are
well placed to develop regional collaboration in agricultural value chains as their economies
present significant complementarities in this respect. Transport costs and regulatory inefficiencies,
along with coordination problems, however, often prevent the development of these chains.
Recognizing the importance of deepening cooperation in this area with the aim of overcoming
existing constraints and building regional food independence should, therefore represent an
additional priority of a new south-south cooperation agenda.
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Finally, regional trade pacts for emergencies should be forged. Regional trade pacts can be used
to avoid trade bans on certain key product categories in times of global and regional shortages, as
it has been the case during the Covid-19 emergency. According to the Global Trade Alert (2021),
as of March 21%, 54 governments had introduced export curbs on key medical supplies in the first
half of 2020, after the outbreak of the pandemic. Regional trade pacts among developing countries
for emergencies with complementary production structures may serve as a cushion and guarantee
uninterrupted access to key products, such as medical supplies, especially in the times of crises.

E. Strengthening South-South Cooperation to support Climate Action

Climate change is by nature a global challenge, which severely impacts developing countries
because of the greater incidence of climate-related hazards, their more limited response capacities
and lack of adequate financial and technical resources to face emergencies. Given the existing
institutional, technological, and financial gaps in overcoming vulnerabilities to climate changes in
the global South, South-South cooperation and economic integration can provide a complementary
and viable way forward for the Global South.

Its is important o reinforce South-South cooperation for climate action.. First, regional integration
strategies in the South need to aim at not only regional growth and development but also at building
regional resilience to climate change. This can happen only if a more systemic approach to climate
adaptation is applied. A comprehensive regional climate approach in the South needs to be
designed to support and complement country-level climate measures. Climate measures also needs
to be integrated into regional financial cooperation frameworks. For such a comprehensive
approach to South-South cooperation for climate action is important that developing countries
support each other’s efforts for raising financial resources and building technological capacities
and technical capabilities.

Mutual support through pooling of human, financial and institutional resources can also help
developing countries to progress rapidly on their national climate measures and lans. With rising
international attention devoted to climate change, mutual support and common positions can play
an important role in strengthening the voice of developing countries in international climate
negotiations and discussions Developing countries can work together to track, monitor and
evaluate their financial, technical and institutional capacity building needs. South-south solidarity
is also required to ensure that adequate efforts are made in different international fora to facilitate
technology transfers.
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I11. Experiences of South-South Cooperation during COVID-19 and Priority Areas for
Sustainable Development

The global COVID-19 pandemic has posed unprecedented challenges, disrupting economies and
societies worldwide. In this context, South-South and Triangular Cooperation (South-South and
Triangular Cooperation) has emerged as a vital mechanism for international collaboration, offering
unique opportunities for shared learning and mutual support. This section explores how South-
South and Triangular Cooperation, driven by principles of solidarity and shared interests, has
facilitated not just crisis response but also sustained progress towards the Sustainable Development
Goals (SDGs). Through a lens of resilience and innovation, we will delve into the myriad ways
through which South-South and Triangular Cooperation has adapted to the pandemic's challenges,
underscoring its role as a catalyst for sustainable development in times of global crisis.

During the pandemic, South-South and Triangular Cooperation's contributions spanned various
critical areas - from health systems strengthening and knowledge exchange to fostering economic
stability and technological advancement. This section presents an in-depth analysis of these
thematic areas, highlighting case studies and success stories where South-South and Triangular
Cooperation initiatives have made a tangible impact. We examine the role of digital technologies
in bridging gaps during lockdowns, the importance of inclusive policies in ensuring no one is left
behind, and the strategic partnerships that have bolstered economic resilience. These themes not
only exemplify the adaptability and effectiveness of South-South and Triangular Cooperation but
also illuminate the potential pathways for future cooperation in the post-pandemic world.

Building on these insights, the final part of this section synthesizes key lessons from the pandemic,
outlining how South-South and Triangular Cooperation can be leveraged more effectively for
sustainable development. It stresses the need for more structured frameworks, enhanced capacity
building, and the fostering of innovative partnerships that transcend traditional boundaries. The
conclusion aims to not only reflect on the experiences and challenges highlighted throughout the
section but also to offer actionable recommendations. These recommendations will focus on
strengthening South-South and Triangular Cooperation's role in achieving the SDGs, particularly
in the face of future global challenges, thereby reinforcing its importance as a cornerstone of
international development cooperation.

A. Thematic Analysis

Health Systems Strengthening through South-South and Trianqular Cooperation amidst COVID-
19

South-South and Triangular Cooperation in Health Systems

The COVID-19 pandemic has been a significant global challenge, highlighting the
interconnectedness of health systems worldwide and the necessity for coordinated responses. In
this context, South-South and Triangular Cooperation emerged as a pivotal framework, facilitating
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knowledge sharing and resource allocation to bolster healthcare capacities, particularly in
developing countries. This form of cooperation demonstrated its effectiveness in addressing the
immediate health crisis and the structural deficiencies in healthcare infrastructure, emphasizing
the principle of leaving no one behind in pandemic preparedness (United Nations Development
Programme, 2021).

An example is the initiative by UNDP China and the Government of China, which developed a
project under the framework of South-South and Triangular Cooperation to aid five countries in
the Asia-Pacific region. This project focused on improving healthcare waste management systems
and increasing COVID-19 protection and response measures awareness These initiatives often
involved sharing best practices, medical supplies, and personnel, thereby enhancing local
capacities to manage the pandemic effectively. For instance, the ASEAN+3 (which includes China,
Japan, and South Korea) created a 'Reserve of Essential Medical Supplies for Public Health
Emergencies' to bolster regional preparedness and response capabilities.

Case Studies of Successful Initiatives

A significant example of South-South and Triangular Cooperation's impact can be seen in the
collaboration between Southern countries for vaccine distribution and sharing medical expertise.
For instance, India's 'Vaccine Maitri' initiative, where India donated millions of COVID-19
vaccine doses to neighboring countries, reflects the spirit of South-South and Triangular
Cooperation in addressing the vaccine inequity issue. Such efforts not only aided immediate
pandemic response but also strengthened long-term healthcare resilience in these regions (UN
News, 2023).

The impact of South-South and Triangular Cooperation initiatives in healthcare is evident in
various aspects, such as increased vaccination rates, improved healthcare infrastructure, and
enhanced public health awareness in recipient countries. The collaboration between countries in
the Global South has shown that shared resources and expertise can lead to significant
improvements in managing health emergencies (UNCTAD, 2020 & UNDP, 2021)

Despite these successes, South-South and Triangular Cooperation initiatives faced challenges,
including logistical hurdles, varying healthcare standards, and resource constraints. Adaptive
strategies, such as leveraging digital health technologies and optimizing supply chain management,
played a critical role in overcoming these challenges, ensuring continued healthcare services and
facilitating innovation in health cooperation (UNCTAD, 2020).

The experiences from South-South and Triangular Cooperation during the pandemic offer valuable
insights for future health crises. These include the importance of early collaboration, adapting
strategies to local contexts, and building a robust framework for international health cooperation.
Such lessons are crucial for shaping future South-South and Triangular Cooperation initiatives to
be more effective and resilient in addressing global health emergencies (UNCTAD, 2020).

Data-Driven Analysis of Impact
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One of the most significant impacts of South-South and Triangular Cooperation during the
pandemic was seen in vaccine distribution. For instance, India's 'Vaccine Maitri' initiative, aimed
at distributing COVID-19 vaccines to numerous countries, played a crucial role in addressing the
global vaccine inequity. This initiative significantly boosted vaccination rates in recipient
countries, which was crucial in controlling the spread of the virus. The success of such programs
can be measured by the increased vaccination coverage in these countries, as reported by their
respective health ministries and international health organizations.

South-South and Triangular Cooperation initiatives also led to tangible improvements in
healthcare infrastructure in participating countries. The UNDP China and Government of China
collaboration, which improved healthcare waste management systems in five Asia-Pacific
countries, is a prime example. The project's success can be quantified by the enhanced capacity of
these countries to manage healthcare waste safely and effectively, as evidenced by the reports from
the respective national health ministries and environmental agencies. This improvement was
crucial in managing the pandemic's aftermath and preparing the healthcare systems for future
health emergencies.

Another crucial impact of South-South and Triangular Cooperation was the increase in public
health awareness and education among the populations of the participating countries. This was
particularly evident in campaigns and programs aimed at educating the public about COVID-19
prevention, symptoms, and vaccine awareness. The effectiveness of these campaigns can be
gauged by the reduction in infection rates and improved public adherence to health guidelines, as
reported in various public health studies and surveys conducted in these countries.

South-South and Triangular Cooperation initiatives also played a significant role in strengthening
the local healthcare workforce. The exchange of medical personnel and expertise, as seen in the
collaboration between Cuba and several African and Caribbean countries, not only provided
immediate relief but also contributed to the long-term development of healthcare skills among the
local workforce. The impact of this can be measured by the increased number of trained healthcare
professionals and the enhanced quality of healthcare services in these regions, as indicated in the
health sector performance reports of the respective countries.

The data-driven analysis of South-South and Triangular Cooperation's impact during the pandemic
suggests that such cooperation has long-term implications for the sustainability of health systems
in developing countries. The improvements in vaccine distribution, healthcare infrastructure,
public health awareness, and workforce strengthening have laid a foundation for more resilient
health systems. This implies that countries involved in South-South and Triangular Cooperation
are better equipped to handle future health crises, as reflected in the strategic health planning
documents and future preparedness reports published by these nations and international health
organizations.

In summary, the South-South and Triangular Cooperation during the COVID-19 pandemic has
had a significant, measurable impact on health systems in developing countries. From enhancing
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vaccine distribution to improving healthcare infrastructure and workforce, the data-driven
evidence points to a strengthened capacity to manage current and future health challenges. This
cooperation has not only addressed immediate needs but also contributed to building sustainable
and resilient health systems.

B. Challenges and adaptations of South-South and Triangular Cooperation in health systems

Structural Gaps in Response and Recovery Efforts

The COVID-19 pandemic emphasized existing structural disparities between developed and
developing countries. These disparities were particularly pronounced in access to resources,
medical infrastructure, and expertise necessary to manage public health emergencies. Developing
countries were hit harder socioeconomically, exacerbating existing vulnerabilities. The UNDP
highlighted the potential increase in extreme poverty due to the pandemic, stressing the long-
lasting impact on the Global South. This situation underscores the need for a more integrated and
equitable global response to health crises (Source: UNDP, 2021).

Vaccine Inequality and Health Infrastructure

A significant challenge in combating COVID-19 has been vaccine inequity. Developing countries
have faced hurdles in accessing vaccines, which are critical in controlling the spread of the virus
and ensuring public health safety. The disparity in vaccine distribution reflects broader issues in
health infrastructure and the ability of countries to respond to pandemics. Addressing these
deficiencies is critical to building a more resilient global health system. This aligns with the
principle of universal health coverage and pandemic preparedness, emphasizing the need to protect
the most vulnerable populations (Source: UNDP, 2021).

Economic Impact and Recovery Strategies

The economic consequences of the pandemic have been devastating, especially for countries with
a significant proportion of their workforce in informal sectors. UNCTAD’s analysis reveals that
the global economic damage has been exacerbated by insufficient coordination of national efforts,
leading to a range of economic problems including capital flight and currency collapse. The role
of South-South and Triangular Cooperation here is crucial, not just in mitigating immediate
economic impacts but in shaping long-term recovery strategies. South-South cooperation can offer
a blueprint for international coordination, focusing on scaling-up financial resources, enhancing
policy space, and building economic resilience (Source: UNCTAD, 2020).

Adaptation in Trade and Industrial Policies

The pandemic has necessitated significant adaptations in trade and industrial policies, especially
for developing countries. The financial subsidies rolled out in developed countries to sustain
businesses during the pandemic are not feasible for many countries in the Global South. Thus,
strategic trade and industrial policies are essential to support key sectors and preserve jobs. This
includes leveraging South-South trade agreements to access diversified markets. Additionally,
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there is a need for temporary policy measures under WTO legislation to enable developing
countries to effectively respond to the crisis and preserve their economic interests (UNCTAD,
2020).

Health Cooperation and Technology Divide

The pandemic has opened windows of opportunity for health cooperation initiatives under South-
South and Triangular Cooperation. Collective efforts in research and development, especially in
medicine, are critical. However, the crisis also exposed the vast technological divide, affecting
both production and consumption aspects of the digital economy. This divide is a significant
barrier to building resilience in the Global South. Addressing this issue is crucial for ensuring
equitable access to technology and its benefits, which is vital for pandemic response and recovery.
UNCTAD’s agenda for South-South digital cooperation could provide a policy path for
overcoming these challenges and enhancing digital inclusion (UNCTAD, 2020).

Each of these points reflects the complex nature of the challenges faced during the pandemic and
the need for targeted and coordinated responses under South-South and Triangular Cooperation.
The adaptation strategies highlight the importance of resilience, equitable access to resources, and
the need for an inclusive approach to global governance, particularly in health and economic
recovery.

C. Lessons Learned and Future Implications

Resilience in Health Systems

The pandemic highlighted the need for resilient health systems capable of handling unforeseen
challenges like COVID-19. Developing countries, supported by South-South and Triangular
Cooperation initiatives, must focus on overcoming structural deficiencies in their health
infrastructure. This includes enhancing capabilities in healthcare waste management, disease
surveillance, and public health awareness. The UNDP’s collaboration with China in Asia-Pacific
nations demonstrates this approach, emphasizing the importance of tailored solutions to local
contexts. These initiatives are crucial for long-term sustainability in public health systems, aiming
to build resilience against future pandemics (UNDP, 2021).

Role of Partnerships in Crisis Response

South-South and triangular cooperation has emphasized the value of partnerships in responding to
global crises, moving beyond traditional donor-recipient dynamics to more equal and experience-
based collaborations. These partnerships have been instrumental in sharing insights and best
practices among countries in the Global South, enhancing their crisis response capabilities. As
noted by UNDP Administrator Achim Steiner, this shift towards multilateral responses rooted in
shared interests is a defining aspect of modern development partnerships, crucial for addressing
complex global challenges like the COVID-19 pandemic. (UNCTAD, 2020)

Economic Recovery and Support
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The economic impact of the pandemic, particularly in countries with large informal sectors, has
necessitated a significant shift in economic strategies. South-South and Triangular Cooperation
can support recovery by providing financial assistance, enhancing policy space, and fostering
resilience. This approach includes adapting trade and industrial policies to preserve jobs and
support key sectors, leveraging regional trade agreements for diversified markets. UNCTAD has
emphasized the importance of such measures, suggesting a paradigm shift in international
economic cooperation to support developing countries during and after the pandemic.

Addressing the Technology Divide

The pandemic has exposed a significant technological divide, affecting the capabilities of countries
in the Global South to respond effectively. South-South and Triangular Cooperation initiatives
focusing on digital cooperation can help bridge this gap, enabling integration and new
industrialization opportunities. These efforts are crucial for ensuring equitable access to
technology, which is vital for pandemic response and long-term development. Initiatives like
UNCTAD’s South-South digital cooperation agenda are essential for fostering digital inclusion
and building technological resilience in developing countries.

Cultural Differences and Communication Barriers

Cultural differences and communication barriers posed significant challenges in the effective
implementation of South-South and Triangular Cooperation health initiatives. The exchange of
medical personnel and resources often required navigating language differences and cultural
nuances. For instance, the integration of Cuban medical professionals into African and Caribbean
healthcare systems necessitated a deep understanding of local languages, customs, and patient
communication strategies. The effectiveness of these cross-cultural exchanges can be evaluated
through qualitative assessments, such as patient satisfaction surveys and feedback from local
healthcare staff, which can provide insights into the level of cultural integration and
communication effectiveness achieved.

As such, while South-South and Triangular Cooperation initiatives faced numerous challenges
during the COVID-19 pandemic, the adaptations and strategies developed in response to these
challenges have provided valuable lessons for future international health cooperation.
Understanding and addressing these challenges is crucial for enhancing the effectiveness and
resilience of South-South and Triangular Cooperation initiatives in global health crises.

D. Lessons Learned and Future Implications

Resilience in Health Systems

The pandemic highlighted the need for resilient health systems capable of handling unforeseen
challenges like COVID-19. Developing countries, supported by South-South and Triangular
Cooperation initiatives, must focus on overcoming structural deficiencies in their health
infrastructure. This includes enhancing capabilities in healthcare waste management, disease
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surveillance, and public health awareness. The UNDP's collaboration with China in Asia-Pacific
nations demonstrates this approach, emphasizing the importance of tailored solutions to local
contexts. These initiatives are crucial for long-term sustainability in public health systems, aiming
to build resilience against future pandemics.

Role of Partnerships in Crisis Response

South-South and Triangular Cooperation has emphasized the value of partnerships in responding
to global crises, moving beyond traditional donor-recipient dynamics to more equal and
experience-based collaborations. These partnerships have been instrumental in sharing insights
and best practices among countries in the Global South, enhancing their crisis response
capabilities. As noted by UNDP Administrator Achim Steiner, this shift towards multilateral
responses rooted in shared interests is a defining aspect of modern development partnerships,
crucial for addressing complex global challenges like the COVID-19 pandemic.

Economic Recovery and Support

The economic impact of the pandemic, particularly in countries with large informal sectors, has
necessitated a significant shift in economic strategies. South-South and Triangular Cooperation
can support recovery by providing financial assistance, enhancing policy space, and fostering
resilience. This approach includes adapting trade and industrial policies to preserve jobs and
support key sectors, leveraging regional trade agreements for diversified markets. UNCTAD has
emphasized the importance of such measures, suggesting a paradigm shift in international
economic cooperation to support developing countries during and after the pandemic.

Addressing the Technological Divide

The pandemic has exposed a significant technological divide, affecting the capabilities of countries
in the Global South to respond effectively. South-South and Triangular Cooperation initiatives
focusing on digital cooperation can help bridge this gap, enabling integration and new
industrialization opportunities. These efforts are crucial for ensuring equitable access to
technology, which is vital for pandemic response and long-term development. Initiatives like
UNCTAD’s South-South digital cooperation agenda are essential for fostering digital inclusion
and building technological resilience in developing countries.

Health Cooperation Initiatives

South-South and Triangular Cooperation has opened avenues for collective efforts in health,
particularly in research and development. The need for accessible healthcare solutions during the
pandemic has underscored the importance of collaborative research and shared access to medical
discoveries. This approach aligns with the principle of making the Trade-Related Aspects of
Intellectual Property Rights (TRIPS) moratorium permanent, ensuring that vital medical resources
are available to all, especially the most vulnerable communities. Strengthening regional value
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chains in health-related products and services is also a key strategy for enhancing healthcare access
(UNCTAD, 2020).

Rethinking Multilateralism and Development Models

The pandemic has fostered a reconsideration of multilateralism and development models, as
emphasized by ECLAC. There is a growing need for a more egalitarian approach that considers
countries' unique vulnerabilities and structural gaps, rather than focusing solely on per capita
income. This new direction in South-South and Triangular Cooperation, termed "Development in
Transition," proposes a shift in the paradigm of cooperation, taking into account factors like
economic size, structural characteristics, and international integration. This approach is vital for
addressing increasing poverty, inequality, and public discontent in the post-pandemic era, moving
towards a transformative, sustainable, and equitable recovery (CEPAL, 2021).

These insights demonstrate the multifaceted impact of South-South and Triangular Cooperation
during the COVID-19 pandemic and underline the importance of strategic, inclusive, and resilient
approaches for future global challenges. The lessons learned emphasize the need for deeper
international cooperation, not just in addressing immediate health crises, but also in achieving
broader sustainable development goals and averting future catastrophes.

E. Concluding Remarks

The COVID-19 pandemic has underscored the critical role of South-South and Triangular
Cooperation (South-South and Triangular Cooperation) in addressing global challenges,
particularly in developing countries. Through various initiatives, such as the UNDP-China
collaboration and the adaptation of trade and industrial policies, South-South and Triangular
Cooperation has been pivotal in strengthening health systems, addressing economic fallout, and
bridging technological divides. The pandemic has highlighted the necessity of resilient health
systems and equitable access to healthcare resources, reaffirming the importance of global
solidarity and cooperative efforts in times of crisis.

The experiences and lessons learned during the pandemic have significant implications for the
future of South-South and Triangular Cooperation. It has become evident that a shift towards more
egalitarian and inclusive multilateralism is essential. This includes rethinking development models
to consider unique vulnerabilities and structural gaps of countries beyond per capita income, as
advocated by ECLAC. Moving forward, South-South and Triangular Cooperation must focus on
fostering digital inclusion, enhancing economic resilience, and promoting sustainable
development strategies that align with the broader sustainable development goals.

As we navigate the post-pandemic world, South-South and Triangular Cooperation stands as a
testament to the power of shared knowledge, resources, and solidarity. The path ahead calls for
deeper international cooperation, leveraging the strengths and experiences of countries in the
Global South. This cooperation is not just vital for tackling immediate challenges like health crises
but is also imperative for addressing long-term goals such as climate change, poverty reduction,
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and achieving a more sustainable and equitable future. The enduring spirit of South-South and
Triangular Cooperation, rooted in mutual support and shared growth, will continue to be an
essential component of global efforts to build a more resilient and inclusive world.
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IV. New Trends in Institutionalisation of South-South and Triangular Cooperation in
Developing Countries

The past few decades have seen a trend in developing countries towards deeper formalisation of
their institutional structures for South-South and triangular cooperation. This is largely due to the
changing landscape of international development cooperation, including North-South, South-
South, and triangular cooperation. The growing importance in magnitude and modalities of
SSTrC activities, in particular South-South cooperation, and the diversion of ODA from Global
South countries have constituted the push and pull factors for the growing institutionalisation of
SSTrC.

The importance of SSTrC and the solidarity that underpins South-South cooperation was
highlighted by the United Nations Secretary-General, who said that “the world needs deeper
international cooperation to address the global health crisis, reduce poverty and inequality,
achieve the Sustainable Development Goals and avert climate catastrophe (...) that means
building inclusive and resilient societies, empowering women and youth, leveraging digital,
greener and bluer initiatives, and expanding sustainable financing”; adding that “South-South and
triangular cooperation offer concrete solutions to these shared challenges” (UN Secretary-
General 2021).

In the international development cooperation landscape, the decline of ODA in real terms is
bound to be furthered in the coming years. One important reason is that more developing
countries have graduated from low-income or least developed country categories and have moved
or are aiming to move to a higher category of classification of country development. Many
developing countries are aiming at upgrading their country categories. The upgrading of the
country category shows the progress of economic development in a country, yet it will also lead
to less access to ODA, concessional financing and development assistance projects as a whole,
the eligibility of which is determined by country categories.

The other reason for the trend of shrinking ODA is the changing global narrative owing to
increasing geo-political tensions and the lasting effects of the COVID-19 pandemic.
Deglobalisation, weakened multilateralism, rising nationalism and populism, as well as the trend
for onshoring of manufacturing have ushered in the era of reduced North-South development
cooperation. This has manifested itself most starkly in the reluctance of the developed countries
to provide urgently needed vaccines to developing and least developed countries during the
COVID-19 pandemic. The recently announced intention by G7 to divert their ODA commitments
towards providing humanitarian assistance for refugees within their own territory (UN 2022) is
also another case in point.

In contrast to this, past decades of globalisation and efforts in economic catching-up with
developed countries have allowed some developing countries to become vibrant emerging
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economies, offering lucrative markets and more opportunities for economic cooperation. While
many other developing countries have also made significant progress in their economic and social
development. Therefore, sharing development experiences and good practices with other
countries at similar development stages and the rest of the world has become an important
component of SSTrC. Naturally, the desire to strengthen solidarity among developing countries
and reforming the governance structure of international cooperation to reflect the rising economic
importance of developing countries have contributed to the increasing relevance of SSC, though
it is not a substitute for North-South cooperation.

In this context, to leverage fully the potential of SSTrC has become an imperative for developing
countries to realise their developmental and foreign policy objectives and the 2030 Agenda. It is
also vital for their efforts towards increasing their international standing and strengthening
solidarity with other developing countries. Most of the developing countries have governmental
entities managing inward international development cooperation, especially for traditional large
ODA recipient countries.

With SSTrC gaining more significance and momentum, an increasing number of countries have
established new independent development agency or upgraded their institutional structures to
adjust to the new demands from developing countries as well as other development partners to
benefit fully from the opportunities offered by SSTrC and strengthen coordination among
domestic stakeholders. Many developing countries are now dual development partners, both
provider and recipient, in international development cooperation. They continue to receive
financial resources and technical assistance, but at the same time they provide assistance to other
developing countries, under the modalities of SSC and triangular cooperation.

The formal institutionalisation and institutional upgrading have taken place in different forms,
depending on the needs, circumstances and special conditions of the countries (see Figure 5).
These include the adoption of national policies and regulations as well as the establishment of
new or expansion of existing governmental institutions dedicated to SSTrC to coordinate and
promote SSTrC activities and shift away from the past system tailored to ODA recipients, thus
allowing enhanced coordination and promotion of inward and outward SSTrC activities.

However, for institutional structure, while some developing countries have been actively
improving and upgrading their institutional setup, others remain solely or largely at the stage of
being ODA recipients with institutional arrangements for inward foreign assistance. They
generally do not have a coherent and effective institutional setup for acting as a provider of
SSTrC, and thus take up opportunities for outward SSTrC on an ad-hoc and case-by-case basis.

To fill in the institutional gap for outward SSTrC is important. Without formalisation of an
institutional setup, organic SSTrC initiatives tend to be short-term and project-focused. Improved

36



institutional mechanisms can contribute to mainstreaming outcomes into broader development
efforts, thus synergising SSTrC activities/initiatives with the national development strategies and
foreign policies of the country. Improved institutional structure can also provide coherence and
visibility to the country’s SSTrC cooperation activities and also render them more accountable
and transparent both to domestic society and the international community. It can facilitate and
smoothen coordination among all relevant stakeholders, increase flow of information and data,
and streamline cooperation activities. Strong institutions are crucial to ensure long-term and
sustained efforts to build South-South links and that with triangular cooperation partners and
contribute to a more effective SSTrC to face the systemic challenges of our time.

This part of the paper aims at examining the new trends in the deepening of institutionalisation of
SSTrC in developing countries. Firstly, the trend to establish new institutions on SSTrC and some
with the focus on SSC provision and secondly the trend to upgrade or expand existing SSTrC
institutional framework to shift from the past system tailored to ODA recipients to include SSTrC.
These two trends are accompanied by the encouraging improvement of the soft ecosystem of
institutionalisation, including introducing new national SSTrC strategy, regulations and rules.

Figure 5. Types of national institutions on SSTrC framework

TIPERHIERARCHICAL APPROACH TYPE B NON-CONCENTRATED APPROACH THPE € AUTONOMOUS APPROACH

POLICY
MAKING

POLICY RELEVANT
MAKING

Source: South Centre and IsDB (2019). Developing National Ecosystems for South-South and
Triangular Cooperation to Achieve Agenda 2030 for Sustainable Development

A. Establishment of new agencies focusing on SSTrC assistance provision

Developing countries have increasingly realised that the provision of aid to developing countries
is an important way to build solidarity with other developing countries, for the implementation of
the 2030 Agenda, increasing their international standing and promoting their foreign policy.
However, though many countries have provided SSTrC for years, their assistance tended to be ad-
hoc and spontaneous, not yet based on a specific policy or criteria as guidelines, and not yet
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integrated and not yet managed by a clearly mandated institution. Therefore, activities are usually
project-oriented, without a coherent policy, without a screening system to check whether or not
they are in line with the national development policies or whether there has been duplicating or
even competing activities from other domestic institutions.

The participation of connected actors, including governmental and non-governmental
stakeholders, academics and technical experts, is also essential for identifying and expanding
SSTrC, and systematising their comparative advantages, while increasing financing and technical
support (South Centre and I1sDB, 2021). Naturally, data about these activities is scattered or non-
existent. As for evaluation and monitoring, it is normally not systemically conducted.
Transparency, accountability and credibility could be challenged.

Since the beginning of the new millennium, recent years have witnessed the establishment of some
new stand-alone SSTrC agencies in developing countries including the Algerian Agency for
International Cooperation for Solidarity and Development, the Azerbaijan International
Development Agency, the China International Development Cooperation Agency, the Colombian
Presidential Agency of International Co-operation, the Egyptian Agency of Partnership for
Development, the Indonesia Agency for International Development Cooperation, the Palestinian
International Cooperation Agency, the Thailand International Cooperation Agency, the Turkish
Cooperation and Coordination Agency and the Uruguayan International Cooperation Agency. One
outstanding feature of these new agencies is that the majority of them focus on the provision of
SSTrC, especially SSC. To distinguish from North-South ODA, these agencies or initiatives have
highlighted the principles of horizontality, mutual benefits and demand driven. Mutual benefits
are reflected in the emphasis on the request to respond to the needs of the developing countries on
the one hand and on the other the clear objective of using SSC as a tool for implementing the
country’s foreign policies. In addition, they all have their own targeted countries and regions in
line with their own foreign policies.

Table 1. Establishment of national institutions for SSTrC

Established in 1972 by law No. 72-35 to provide assistance to
Tunisian Agency for developing countries in carrying out feasibility studies,
Technical Cooperation implementation, follow up and evaluation of economic,

institutional, social and cultural projects.
Algerian Agency for Established in 2020 by presidential decree. ALDEC was
International Cooperation | created with the intention to work for solidarity and the
for Solidarity and development of international cooperation, in particular with
Development (ALDEC) neighbouring countries (the Maghreb and Sahel countries).
Azerbaijan International Established on 14 September 2011 under the Ministry of
Development Agency Foreign Affairs of the Republic of Azerbaijan. The main
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(AIDA)

purpose of establishing the Agency was to support the efforts
of international community in addressing social problems
around the world. The dynamic economic development of the
Republic of Azerbaijan over the last decade has enabled a
former recipient of foreign aid to become itself a donor country.

Brazilian Cooperation
Agency (ABC)

Created in 1987, by presidential decree. Brazil has had a long
history of cooperation, starting in 1950 with the creation of the
National Technical Assistance Commission (CNAT) which
coordinated development assistance from other countries.

China International
Development Cooperation
Agency (CIDCA)

Established in 2018. The Agency aims to formulate strategic
guidelines, plans and policies for foreign aid, coordinate and
offer advice on major foreign aid issues, advance the country's
reforms in matters involving foreign aid, and identify major
programmes and supervise and evaluate their implementation.
Specific assignments will be allocated to different departments.

Egyptian Agency of
Partnership for
Development (EAPD)

Established in 2014 by Ministerial Decree. It took over the
work of two agencies, the Egyptian Fund for Technical
Cooperation with Africa (EFTCA) and the Egyptian Fund for
Technical Cooperation with the Commonwealth of
Independent States (EFTCIS).

Indonesian Agency for
International Development
Cooperation (LDKPI -
IndonesianAlID)

Established under the Ministry of Finance Regulation (PMK)
in 2019. The Agency was created to streamline the country's
provision of SSTrC. Previously, the National Coordination
Team (NCT) for South-South and Triangular Cooperation,
composed of the Ministry of Foreign Affairs, the Ministry of
National Development Planning/Bappenas, the Ministry of
Finance and the State Secretariat developed policies and
facilitated the implementation of SSTrC-related activities
undertaken by line ministries or in partnership with
development partners.

Moroccan Agency for
International Cooperation
(AMCI)

Created by Royal Decree in 1986, to formalise the SSTrC
initiatives of Morocco. AMCI’s mission is the development of
cooperation among peoples by contributing to the expansion
and strengthening of cultural, scientific, economic and
technical cooperation between the Kingdom of Morocco and
the countries to which it has ties of friendship and cooperation.

Presidential Agency for
International Cooperation
of Colombia (APC-
Colombia)

The APC-Colombia was created in 2011, with the objective of
managing, guiding and coordinating non-reimbursable public,
private, technical and financial international cooperation
received and granted by the country; as well as execute,
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administer and support the channelling and execution of
resources, programmes and projects of international
cooperation, meeting the objectives of foreign policy and the
National Development Plan.

Palestinian International
Cooperation Agency
(PICA)

Established by presidential decree in 2016. It is the main public
diplomacy tool of the State of Palestine and works as a national
coordinator for South-South and North-South Cooperation.
PICA transfers Palestinian know-how to countries of the South,
in the form of development and technical assistance and
mobilises Palestinian skilled human resources to provide
technical assistance to support partner countries in responding
to crises and tackling development challenges with the aim of
promoting South-South cooperation and realising the 2030
Agenda and its 17 SDGs.

Thailand International
Cooperation Agency
(TICA)

Established on 19 October 2004 by a Royal Decree. In addition
to TICA, Thailand also conducts its development cooperation
through the Neighbouring Countries Economic Development
Cooperation Agency (NEDA), under the Ministry of Finance.
NEDA was established in 2005, and focuses primarily on Sri
Lanka, Myanmar, Laos, Cambodia, Bhutan, Timor-Leste and
Vietnam.

Turkish Cooperation and
Coordination Agency
(TIiKA)

TIKA was first established in accordance with the Statutory
Decree Law in 1992 as a technical aid organisation under the
Ministry of Foreign Affairs. On 28 May1999, TIKA became an
organisation under the Prime Minister of the Republic of
Tirkiye. The Agency has since moved to the Ministry of
Culture and Tourism.

Uruguay International
Cooperation Agency
(AUCI)

Established in 2010 by Law No. 18.719. AUCI, as a
decentralised body, will act with technical autonomy and will
communicate with the Executive Branch through the
Presidency of the Republic. It has a Directing Council, chaired
by a representative of the President of Uruguay, and includes
the Minister of Foreign Affairs and the Director of the Office
of Planning and Budget.

B. The trend to upgrade or expand existing SSTrC institutions to strengthen SSTrC

The SSTrC institutional framework of many developing countries has not kept pace with the
changing landscape of the international development cooperation which is marked by SSC having
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become a complement to North-South cooperation and the resulting increasing frequency and
magnitude of economic and social exchanges between developing countries.

Nevertheless, an increasing number of Southern countries have devoted their efforts to upgrade or
expand their existing institutional setup formulated to receive ODA and assistance from
multilateral and regional institutions to include SSTrC. The following are some examples:

The Economic Relations Division of Bangladesh, which is responsible for mobilising and
coordinating inflow of external assistance, has introduced a special cell for South-South
cooperation in the Ministry. Further to the creation of the Brazilian Cooperation Agency (ABC)
in 1987, its mandates have been expanded in 2012 in line with the Internal Regulations of the
Ministry of Foreign Affairs of Brazil. It is stated that ABC is responsible for planning,
coordinating, negotiating, approving, executing, monitoring and evaluating, at the national level,
development cooperation programmes, projects and activities in all areas of knowledge received
from other countries and international organisations and that between Brazil and developing
countries, including related actions in the field of training for the management of technical
cooperation and dissemination of information.

Therefore, development cooperation in Brazil includes both foreign cooperation for Brazil and
foreign cooperation by Brazil or SSC. The latter mainly focuses on response to demands from
developing countries especially on the development of human, institutional and productive
capacities. There is no direct transfer of financial resources to the partner country, but rather the
sharing of knowledge and successful experiences in Brazil and other activities. This reflects a clear
move to address the shift from mainly receiving foreign assistance to including provision of SSTrC
to “play a significant political role in the Brazilian diplomacy as the agent of the country’s
technical cooperation with an increasing number of developing countries, contributing to
disseminating a modern image of Brazil and its institutions and consolidating the country’s leading
role at both regional and international levels” (ABC).

The Egyptian Agency of Partnership for Development established in 2014 spelt out clearly that
although the Agency will continue to engage in the traditional operational activities for
development they led for years, the scope of its work has widened to strive to find innovative ways
to strength SSTrC and to forge partnerships with national, regional and international stakeholders.

Thailand has upgraded its international development cooperation institutional setup as the situation
has evolved. From the 1950s to before the new millennium, the institution’s objectives and
operation had been more structured as a foreign assistance recipient. A gradual shift from a mostly
recipient position to development partner to donor of technical and economic assistance and
development cooperation has taken place in past decades. With the creation of the Thailand
International Cooperation Agency, there was a clear pronouncement that TICA’s main task is to
coordinate Thailand’s development cooperation as well as various economic, social, technical
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assistance and training courses with countries and international organisations around the world
(TICA 2019). TICA manages both incoming aid to Thailand and also outgoing assistance from
and by Thailand.

The Turkish Cooperation and Coordination Agency has been upgraded and expanded in mandates
and outreach over the years. After its establishment in 1992, TIKA has gone through restructuring
and upgrading in 2011 and 2018. Following the Statutory Decree Law No. 656 of 2011, it became
more flexible and effective. With the “Presidential Decree Law on the Organization of Institutions
and Organizations Under, Affiliated with, Linked to the Ministries, and Other Institutions and
Organizations” of 2018, TIKA became a public legal entity with a private budget. As a result,
Turkiye has intensified its official development aid efforts and became the leading country in terms
of official aid relative to its gross national product for the third consecutive year in 2018. Tiirkiye’s
development assistance reached 1.10%