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INTRODUCTION

1. In accordance with the decision taken at the thirteenth executive session of the
Trade and Devel opnent Board on 8 July 1996Y and with the UNCTAD cal endar of neetings
approved by the Board at its forty-third session, the Comm ssion on Trade in Goods and
Services, and Commodities held the first part of its first session at the Palais des
Nati ons, Geneva, from6 to 8 Novenber 1996, to deal specifically with item3 of its
agenda relating to the inmpact of the Uruguay Round Agreenents. Pursuant to the same
decision, the Commission held the second part of its first session from 19 to
21 February 1997, to consider agenda item 4 on trade, environnent and devel opment.

peni ng_st at enent

2. The Deputy Secretary-General of UNCTAD recalled that the ultimte objective of

UNCTAD s work programme in the field of trade, as adopted at UNCTAD | X, was to naxini ze
the positive inpact of globalization and |iberalization on sustainable devel opnent by
hel ping devel oping countries and economies in transition becone nore effectively
integrated into the international trading system The UNCTAD secretariat was fully
prepared, in this regard, to play its part on the issues of globalization and
i nterdependence, in particular on the inplications of the international trading system
both for the devel opnent strategies and the | ong-term devel opmental prospects of these
countries. To that end UNCTAD woul d cooperate closely with WO, the |inkage with which
had al ready been established, at the intergovernmental nachinery |level as well as at

the secretariat level. |In this regard, he called for constant support and gui dance
from Governnments to enabl e UNCTAD/ WO cooperation to deliver fully on expectations.

Clearer priorities and new ideas on how to enhance this relationship would make a
positive contribution to the work of this Commi ssion.

3. He said that the nain conclusions of the report by the UNCTAD secretariat
(TD/B/COM 1/ 2) were: (a) the effective integration of devel oping countries into the
nultilateral systemwas a prerequisite for their deriving benefits fromthe system and
(b) these countries required the support of the international comunity in this
endeavour. "Effective integration" referred to inproving the donestic supply
capabilities of devel oping countries to respond to new tradi ng opportunities; to their
ability to conform to the trade obligations; and to fornulating and pursuing
devel opment strategies within the framework of a nultilateral trading system The
specific areas for further work with a viewto translating analysis into action were:
the identification of all relevant issues, including constraints on the effective
integration of countries into the international trading system the strengthening of
institutions and of human and financial resources so as to ensure the effective
partici pati on of devel oping countries in the international trading system as well as
strengthening of the capacities of these countries for designing and inplenenting
econonic policies to maximze the benefit fromthis participation; and the el aboration
of practical reconmrendations on possible actions with a view to exploiting the
opportunities arising in the post-Uruguay international trading environnent.

4. Any expert meetings which might be convened would function under the precise

Y See the report of the Trade and Devel opment Board on its thirteenth
executive session (TD/B/EX(13)/2), chap. |, section B.1.



terns of reference set by the Comm ssion, which could be guided by the Mdrand nmandat e,
in particular: (a) enhancing greater understanding of the relationship between
gl obalization and the instruments of the nultilateral trading system (b) naxim zing
the positive devel opnental inpact of expanding trade; (c) trade in services; and (d)
issues relating to commodity diversifications. The discussion on integrating trade
envi ronnent and devel opnent at the second part of the Commission's first session in
February 1997 could also lead to the identification of issues where in-depth expert
anal ysis mght be required. Moreover, an executive session of the Trade and
Devel opnent Board would be held in March 1997, which could suggest, on the basis of
deci sions taken at the WIO M ni sterial Conference in Singapore, which additional issues
on the international trade agenda, including new and energi ng ones, should be further
pursued in UNCTAD from t he devel opment perspecti ve.

5. Referring to the longer-term perspective of the work programme, he felt it was
appropriate to give sone thought fromthe outset to the results the Commi ssion w shed
to achieve, howto assess these results, and what policy objectives should be pursued.
One set of expected results could be directly extrapolated fromthe Mdrand nandate.
These were the accession of nore devel opi ng countries and economies in transition to
WQ inprovenents in the human and admni nistrative capacities of devel oping countries,
| eading to their greater involvenment in initiatives in the WO and in the regional
tradi ng arrangenents; and an inproved understandi ng of the devel opnental dinmension of
the trade and environnent nexus. Anot her set of results could be evaluated by
anal ysing the economic and trade situations of devel oping countries, so as to assess
the possibl e |inkage between trade |iberalization and the growth of their econom es and
their share in international trade. The overall result of this work should be to
provi de a deeper understanding of where the various policy options would |ead the
devel opi ng countries, and how they m ght affect the devel opnent process. UNCTAD shoul d
also try to foresee the changi ng policy environnent in nany countries and to offer nore
solid analysis and enpirical evidence for ascertaining the devel opnental inpact of
further trade liberalization. He hoped that the policy analysis and the consensus-
buil ding engaged in by this Conmmission would serve to provide a clearer idea of
opportunities offered by globalization, and would thus lay a firmer basis upon which
both national and nultilateral trade policies could be built.



Chapter 1

ENABLING COUNTRIES TO RESPOND TO THE OPPORTUNITIES ARISING FROM THE
URUGUAY ROUND AGREEMENTS SO AS TO DERIVE MAXIMUM AVAILABLE BENEFIT BY:
ANALYSING THE IMPACT OF THE URUGUAY ROUND AGREEMENTS ON DEVELOPMENT
AND ENHANCING CAPACITIES FOR PARTICIPATION IN THE MULTILATERAL
TRADING SYSTEM

(Agenda item 3)

6. For its consideration of agenda item 3, the Commi ssion had before it a report by
t he UNCTAD secretari at (TD/ B/ COM 1/ 2), t oget her with statistical annexes
(TD/ B/ COM 1/ 2/ Add. 1) .

7. I ntroducing the report, the Senior Programme Manader of the Division on
International Trade in Goods and Services, and Commodities said that, as a result of
the Wuguay Round Agreerents, export opportunities had been enhanced for all countries,
i ncl udi ng devel opi ng countries, through trade |liberalization and increased security,

transparency and predictability of rmarket access. However, these enhanced
opportunities would not occur at once. Trade liberalization in many areas would be
i npl enented in stages. Notwi thstanding the efforts nade in reducing "tariff
escal ation" and "tariff peaks", these problens still remained. Noreover, the inpact
of the Wuguay Round's MFN tariff reduction on preference nargi ns woul d not be uniform
in all preference-receiving countries. An assessnent of these inpacts would require
enpirical work at a highly disaggregated | evel (country specific and product or sector
specific). Wthin the franework of cooperati on between WIO and UNCTAD, such enpirica

work was being initiated jointly. Since supply capacities would play a crucial role
in deternmning the extent to whi ch devel oping countries (and especially | east devel oped
countries) could seize the opportunities arising fromthe Uruguay Round Agreenents, the
report identified some of the measures required for inproving the domestic supply
response. The long-term inpact of the Round would depend on the capacity of each
country to respond to the new trading opportunities and on conplenentary policies
adopted at both the national and the international |evels designed to smooth the
process of econom c adjustnment. The capacity to rationalize resource allocation, to
devel op supply capabilities and to increase the elasticity of supply in critical areas
would thus be crucial for mnimzing transitional costs and deriving nmaxi mum benefits
fromthe opportunities arising fromthe Agreements

8. Referring to chapter Il of the report, he said that the main challenges of
integration into the international trading systemfaced by the devel opi ng countries and
countries in transition were in the follow ng areas: (a) establishnent of, or

i nprovenents in, institutional nechanisns for providing informati on and support to the
private sector; (b) the chall enges faced by non-WO nmenbers in seeking accession to the
WO (c) conforming to nultilateral trade obligations; and (d) preparing for an
effective participation in the future trade negotiations, including regional

subregional and bilateral negotiations. Meeting these challenges would require a
substantial strengthening of institutional infrastructure, which inplied a need to
identify the skills and resources required to nake national trade-policy institutions
wor kabl e and effective. National efforts would play a crucial role in building
capacities for enhancing participation in the nmultilateral trading system but these



efforts woul d need to be supported by strengthening nultilateral technical assistance
and by general analysis of issues. Particular attention would have to be paid to the
needs of the | east devel oped countries in that context.

9. The spokesnman for the Asian Group and China (Pakistan) said that his Goup
expected the Conmission to agree on a set of action-oriented conclusions identifying
concrete neasures that would enable countries to derive maximum benefit from the
U uguay Round Agreenments. These concl usions should al so serve as signposts for action
by the UNCTAD secretariat to help nenber States participate effectively in the
mul tilateral trading system

10. Commenting on the secretariat report (TD/B/COM 1/2), he was of the view that it
did not analyse sufficiently the existing global econom ¢ environnent which, in nmany
respects, was inimcal to developnent, given persistent debt burdens, declining ODA,
uneven private investrment flows, and overly cautious deflationary policies of devel oped
countries. Even the nost strenuous efforts to capitalize on opportunities created by
the Wuguay Round woul d founder in the face of structural gl obal econonic constraints.
The report appeared to gloss over the flaws inherent in the Uruguay Round Agreenents,
which inevitably had a del eterious effect on devel opnment. He cited such exanpl es as:

- Absence of tariff reductions on 22 per cent of dutiable inports which were
of particular interest to devel oping countries;

- A relatively high degree of tariff escalation in npbst product groups,
again particularly those of export interest to devel oping countries;

- Persi stence of peak tariffs on sensitive products such as textiles,
| eat her, footwear, fish and fish products;

- Provisions that |ed to higher food bills for net food-inporting countries
during the period of transition;

- More stringent provisions on patent protection which were likely to result
in higher prices for pharnmaceutical products and for advanced technol ogy.

11. The i nplenmentation of the Uruguay Round Agreenents was al so revealing factors
that woul d have a negative inpact on devel opnent. These included:

- Conti nued resi stance by devel oped countries to the disnmantling of barriers
that protected sectors and industries that were no |onger conpetitive;

- Unsatisfactory progress in the integration of textiles into the
multilateral trading system

- | nadequat e assi stance to devel oping countries in coping with the denands
generated by the Uuguay Round Agreenents. Accession to and
i npl enentation of the current Agreenents, and negotiations on future ones,
wer e anpong the areas where assi stance was required.

12. An objective assessnment of the inmpact of the Uruguay Round Agreenents woul d
enable developing countries to benefit from the opportunities created by the
Agreenents. Such an assessnent woul d need to include:



- A continuing analysis of global economic factors that restricted the
ability of developing countries to enhance their trade, and the
identification of actions required to alleviate such factors;

- Strengt hening the capacity of UNCTAD to provi de an ongoi ng i ndependent and
inpartial assessnent of the inpact of the Uruguay Round Agreenents, and to
recommend policy options for devel oping countries. Joint studies wth
ot her organi zations were useful only if they did not shy away from
pursui ng awkward |ines of inquiry and fromunconfortable truths.

13. He recalled that the developing countries acceding to the Uruguay Round
Agreenents had indicated their commitrment to an open and rul e-based trade regine, in
the expectation that the regime would be equitable. [If the perception gained ground
that the principle of equity was being eroded, their conmitnent to the Agreenents woul d
ri sk coming under pressure. H story was replete with exanples of international
agreenents that had failed because they could not provide all participants with a sense
of shared benefits. He cautioned that such unfortunate instances of unsuccessful
gl obal regines should not be repeated by failing to address the shortcom ngs of the
Uruguay Round Agreenents.

14. The spokesman for the African Group (Mrocco) said that the neasures proposed in
the secretariat report for strengthening the capacity of developing countries to
participate in the nultilateral trading systemwere of particular interest to African
countri es. The African G oup, however, would have welconed nore enphasis on the
devel opnent aspects of the Uruguay Round Agreenents. The approach followed in the
report, in particular in paragraphs 50 to 55, related nore to the conmmercial dinension
of the Agreenents than to the devel opnent inplications. Mreover, the report did not
take into account internationally applied devel opment indicators. Wile the report
highlighted internal parameters, it passed over in silence the constraints and measures
to be taken at the international level: the international environment, access to world
narkets, reduction and elimnation of protectionist neasures including under new forns,
also affected the integration of devel oping countries into the international trading
system and their capacity to benefit fromtrading opportunities. It was necessary to
achi eve an open, equitable, transparent, non-discrinmnatory trading system The report
could al so have further exam ned the constraints facing conmodity-dependent countries
and proposed reconmendati ons to assist these countries in their efforts to exploit the
opportunities offered by the Uruguay Round. Paragraph 91 of the Mdrand Decl aration
gave a clear nandate in this respect.

15. In order to integrate devel oping countries into the world econony, avoid the risk
of marginalization of certain of these countries and maxinize the benefits of
liberalization that m ght accrue to them it would be necessary to inplenent fully the
Uruguay Round Agreenents, including neasures permitting the elimnation of the possible
harnful effects on | east devel oped and net food-inporting countries, in particular as
laid down in the Marrakesh Decisions. To strengthen the participation of devel oping
countries in the nmultilateral trading system a balance had to be achieved, in present
and future negotiations, between rights and obligations in WO and between the
interests of major trading partners and the devel opnent needs of devel opi ng countri es.
This equilibriumwas of the utnost inportance, given that the world econony coul d not
function properly without taking into account the aspirations of the majority of
potential actors. Their participation in decision-naking, in particular in key
nultilateral institutions, was also an inportant element to nmaxim ze benefits accruing



frominternational agreenents and strengthening integration.

16. Most studi es recogni zed that the | ong-term benefits that Africa could derive from
the Uruguay Round woul d be outweighed by short-term | osses. The African continent

woul d therefore be marginalized if concrete neasures were not adopted by the
international conmmnity. Sixty-five per cent of the active population in Africa was
engaged in the production of compdities and therefore horizontal and vertical

di versification was a sine qua non for the developnent of this region; this
diversification needed to be supported by the devel opnent of the other sectors of the
econony, by technology, transport and conmmunication, and by strengthening of the
private-sector participation. Africa had an urgent need for international support in
this endeavour and considered that devel oped countries should facilitate, inter alia,

mar ket access for African products, elimnate barriers and restrictive comercial

practices, and aneliorate preference schenes.

17. The representative of the Russian Federation stated that his Governnent
consi dered as one of the main priorities in UNCTAD s overall nandate its anal ytical
wor k and technical cooperation for both facilitating the adaptation of devel oping
countries and econonies in transition to the post-Uuguay Round period, and helping to
identify and expand new tradi ng opportunities of these countries. |In this context, it
was especially inportant for the countries in the process of integration into the world
economny, including the Russian Federation, to receive practical technical assistance
supporting accession to the WO through i nproved understanding of nultilateral trade
rules and disciplines, as well as negotiating and human resource capacities. Such
assi stance shoul d al so cover the post-accession period of inplenmenting the WO rights
and obligations. By providing technical assistance in this area, UNCTAD woul d
contribute substantively to the formation of a nore universal international trading
system

18. He expected that, in the course of the Conm ssion's work, there would be an
opportunity to exchange experiences, especially those of |ong-standing GATT/ WO
members, on ways and neans to strengthen administrative infrastructures, human
resources and trade-policy nechanisns. Regarding other aspects of the Conmi ssion's
work progranme, he nentioned the need to use UNCTAD s analytical potential for

evaluating country- and sector-specific real economc effects of the Uruguay Round
i npl ement ati on. Such evaluation could have a practical inpact on establishing
consensus within the rel evant countries, including his own, on matters related to the
WIO accessi on and nmenbership. Oher matters of interest to his delegation included:

the process of inplenentation of the WO Agreenents in other countries, including new
| egi sl ation; and new tradi ng opportunities in goods and services. Furthernore, the
Comm ssi on should secure its nmandate on such inportant issues as integrating trade,

envi ronnent and devel opnment; trade in services; inprovenent of trade preferences; and
identification of obstacles and barriers to trade. |In this context, he supported the
proposal to adapt the Commission's terns of reference in the light of the results of

the WO Si ngapore M nisterial Conference.

19. The spokesman for the Latin American and Caribbean Group (Pananm) expressed
appreciation for the secretariat report (TD B/COM 1/2), which was well-bal anced and
contai ned practical suggestions on those neasures which should be inplenented to help
devel opi ng countries face the new situation. UNCTAD had a clear and inportant task to
carry out: to help strengthen the developing countries' participation in the
international trading systemas well as in the international negotiations. Agriculture




and textiles were two areas of particular interest to devel oping countries. However,
devel opi ng countries would be interested in participating in future negotiations only
if they could see concrete and positive results coming fromthem He hoped to see the
WO Mnisterial Meting contributing to inproved narket access conditions for
devel opi ng countries and to avoiding their narginalization.

20. He suggested that the work of the Conmi ssion could focus on singling out the new
narket opportunities which had energed in different regions and subregions as a result
of the Wuguay Round, as well as the new barriers to the expansi on and diversification
of international trade. He also stressed the need to set up a strong programme of
techni cal cooperation ained at strengthening institutional capacities in devel oping
countries, and the |inks between governnment and private sector.

21. Finally, he suggested that the expert group neetings which would be convened in
1997 coul d address the follow ng issues: comvdities diversification; pronotion of
trade in services; strengthening of institutional capacity; and trade and environment.

22. The representative of Cuba noted that the main results of the Uruguay Round were
a nore open international trading system and nore clear international trade rules.
However, devel oping countries were still unable to benefit fully fromthese positive
results, and sone devel oped countries were setting up new non-tariff neasures which
were hindering trade and devel opment opportunities for devel oping countries. 0]
particul ar concern were the trade enbargo that the United States had nmintained agai nst
Cuba over the past 35 years and the new Hel ms-Burton | aw, which had been rejected by
the international comunity because it violated international trade principles.

23. He suggested that the Conmission could focus its future work on the follow ng
topics: the need to ensure a clear, stable and predictable economc and financi al
envi ronnent, which would favour foreign direct investnent and the growh of
international trade; the recognition of the inportance of devel oping-country
integration into the global economny, including international trade; the need for all
countries to conply with the obligations undertaken in the Uruguay Round; the avoi dance
of the setting-up of new trade-restrictive neasures by developed countries; the
i mportance of reconfirmng the need for special and differential treatnment for
devel opi ng countries; inproved narket access conditions for goods and services of
export interest to developing countries; the establishnent of neasures which would help
devel opi ng countries to increase their supply capability, their conpetitiveness, and
their access to foreign financing;, support to devel oping countries in the devel opnent
of appropriate national policies to pronpote and attract foreign investnents and
assistance to enable them to better understand and benefit fromthe results of the
Wuguay Round; and finally, increasing technical assistance activities in the area of
commodi ties, including risk nmanagenent, and contributing to the establishment of a fair
i nternational environnent for commdities-exporting countries, which would guarantee
equitable prices for both producers and consuners, increase productivity and encourage
di versification.

24. The representative of the European Commission prai sed the secretariat report for
its balanced description of market access possibilities opened up for devel oping
countries by the Uruguay Round. However, the dynamic effects on world trade and, in
particul ar, devel opi ng-countries' exports arising fromthe Uruguay Round could have
been brought out nore clearly. Wile he agreed that on paper sone of the Uruguay
Round' s effects would not begin to operate for many years to cone, the guarantee of a




nore secure trading franework in the future could induce higher trade flows at present.
In outlining the negative effects of tariff escalation in section I.A of the report,
nore attention mght have been given to the consideration of the |inks between MFN and
preferential regimes, since the existence of preferential margins in relation to tariff
level s mtigated the effects of tariff escal ation.

25. He called for greater attention to be paid to |east developed countries in
UNCTAD s future analytical work on narket access, since the integration of the LDCs
into the global trading systemwas an essential elenment of sustainable growh and

devel oprent . He observed that the EU was providing 60 per cent of the LDCs'
preferential export markets.

26. He felt that the separation of "strengthening trade-supporting services" and
"trade efficiency neasures" in section |I.B of the report was in contradiction with
efforts to inprove trade-supporting services where integration of trade efficiency and
Trade Point efforts was of marked inportance.

27. Wth regard to the preparation of individual country studies, he proposed that
the scope of these studies be broadened to include exam nation of the capacity-building
i ssues as discussed in section Il of the report so as to better identify policy
approaches as wel | as technical assistance needs of devel oping countries. He sawthis
as an opportunity to exam ne: links between tariff reductions resulting from WO
agreenents and preferences granted through the GSP and other preferential agreenents;
how reduction in agricul tural subsidies by najor exporters had resulted in conpetition
for local and regional producers; and effects of the agreenents on services,
intellectual property rights, sanitary nmeasures and technical barriers to trade.

28. In addressing the issue of technical assistance, he enphasized the need for
devel oping countries thenselves to seek to inprove |legislative franewrks and
institutional structures. Technical assistance should play a supporting role in this

process, and the quality of such assistance was nobst inportant. |In providing technical
assistance activities, the needs of the LDCs should in the EU s view be addressed as
a priority issue. In this context, he pointed to the regional basis of technical

assistance activities, with the greater role in capacity building expected from Sout h-
South cooperation. For this purpose, interested devel oping countries could establish
regi onal centres devoted to international trade questions as an effective neans to
di ffuse expertise and know edge. |In view of the linmited financial resources available
to support these assistance activities, the role of bilateral donors would be critical.

29. The representative of the Food and Agriculture Organization of the United Nations
(FAO) said that the forthcomng summit in Rone on food security was expected to | ead
to the adoption of international policies and strategies, as well as action by
governnments, international institutions and all sectors of the civil society. Food
security went beyond the problem of production, since it involved access and
di stribution, including international trade in food and other conmodities. As
agricultural commdities continued to play a vital role in the econonies of nany
devel opi ng countries, there was a continuing need to increase nmarket transparency, to
i mprove the transmission of price signals, to seek consensus anong exporters and
inmporters on policies, to pursue comodity developnent activities, to address
envi ronmental concerns in specific combdities and to seek WIO conpatible neans to
handl e commodity price instability. FAO s ten Intergovernnental G oups on Comuodities




were currently looking into these issues for a wide range of agricultural commodities.
Fundanental to the attitude of devel oping countries to participation in the negotiating
process and to their acceptance of further liberalization in agriculture was their
belief that they were getting a fair share of the gains to be derived from the
liberalized regine and that they were not exposing their econonies to undue risks from
openness to the world narket. Assessnents to date indicated that opportunities for
devel oping countries would increasingly cone from exploiting diversification
possibilities: geographically, by expansion into faster growi ng inport narkets;
horizontally by increasing the spread of commodities exported; and vertically, by
i ncreasi ng the val ue-added for exported products. Ongoing work in FAO indicated that
tariff escalation had been reduced as a result of the Uruguay Round, which could offer
devel opi ng countries new opportunities for diversification. Future work on the Uruguay
Round and devel opi ng countries would include responding: to assistance requests from
i ndividual countries to collaborate in reviewing their present agricultural policies
with regard to the Uruguay Round Agreenent on Agriculture (AoA); to requests for
assessnents of the inpact of the AoA on specific commpdity groups, such as oil seeds or
fruits and vegetables; to regional requests for reviews of the AoA inpact on food
security, on structural adjustnent and on the snall farmer; and, on a regul ar basis,
to public and private sectors for information or advice. FAO envisaged an increasing
demand for advice with regard to the AoA, including for technical cooperation projects,
in such specific areas as disease risk analysis in the aninmal husbandry sector. Thus,
much work remained to be done by all organizations in assisting the devel oping
countries in the followup to the Uuguay Round, a task in which FAO | ooked forward to
col l aborating wi th UNCTAD.

Action by the Conmi ssion

30. At its 2nd plenary meeting, on 8 Novenber 1996, the Conm ssion adopted draft
agreed concl usi ons on agenda item 3.%

31. At the sanme neeting, the Commi ssion took note of the text of the summary by the
Chai rman and agreed to annex the sumary to the final report on its first session.¥

2 Subsequently circulated in TD/B/COM 1/ 4. For the agreed concl usi ons, see
annex |.A

¥ Subsequently circulated in TO/B/COM 1/5. For the Chairman's summary, see
annex |1.A



Chapter 11

INTEGRATING TRADE, ENVIRONMENT AND DEVELOPMENT:
RECENT PROGRESS AND OUTSTANDING ISSUES

(Agenda item 4)

32. For its consideration of agenda item 4, the Conmmi ssion had before it a report by
the UNCTAD secretariat (TD)B/COM 1/3 and Corr.1).¥%

33. The Secretary-General of UNCTAD said that deliberations in many fora had shown
that the relationshi p between trade, environnent and devel opnent was a conpl ex one and
that it was therefore necessary to integrate the three policy objectives through a
bal anced approach based on a holistic appraisal of trade and environnent issues.
Progress in the post-UNCED debate was attested by: the increased focus on exploring the
scope of conplenmentarities between trade |iberalization, econom c devel opnent and
envi ronnental protection; the greater degree of confidence built up between the
envi ronnental and trade comunities; a balanced and integrated approach to the trade
and environnent agenda encouraged by the international comunity; and, the work
programes of UNCTAD, WIO and UNEP whi ch, together with the Conm ssion on Sustainable
Devel opnment, had clearly anchored the objectives of sustainable devel opnment and the

trade and environnent thene. Neverthel ess, he warned against conplacency. In
recalling the expectations generated at UNCED which had not been fulfilled, he observed
that several developing countries had benefited Ilittle from recent trade

i beralization, particularly in Africa, and that the benefits of foreign direct
i nvest rent had al so been uneven. Thus access to resources which would rmeke it easier
to protect their environnent and enhance the sustainability of their devel opment had
not expanded as nuch as they mght legitimtely have hoped. Moreover, little progress
had been made in halting the marginalization of |east devel oped countries in the world
econony and the correspondi ng weakeni ng of the basis for their sustainabl e devel opnent.
There was w despread recognition that the required | evel of access to technol ogi es and
their transfer to devel oping countries, as well as the provision of adequate financi al
resources to inplenent Agenda 21, had in general not been achieved.

34. These unfulfilled expectations pronpted him to suggest that the future trade,
envi ronnent and sustai nable devel opnent agenda should focus on the pronotion of
devel opnent-friendly trade and investment, building on potential synergies between
trade liberalization, economc reform and inproved managenent of natural resources and
the environnent. This would require an exam nation of the roles of investnent
i ncentives, econonmc instrunents - in particular narket-based ones - and other
initiatives in stinmulating sustainable devel opnent. The business comunity and the
civil society nust also be involved in designing and effectively inplenenting “positive
measures” for sustainable developnent, including access to and diffusion of

¥ By decision of the Board at its thirteenth executive session, agenda item
4 and the relevant secretariat report were to be considered at the second part of
the first session of the Commi ssion, in February 1997. At the sane tine, it was
agreed that the report would be nmade available to the Conm ssion at the first
part of the session in Novenber 1996 to facilitate national preparations on this
item



envi ronnentally sound technol ogies, and the pronotion of trade in environnmentally
friendly products. He also noted the call nmade for international cooperation on
reforms such as carbon taxes and auctioning of internationally tradable enission
permts. UNCTAD had done pioneer work both on tradable pernmts and on devel opi ng
proposal s ainmed at finding ways to make the Convention on bio-diversity economcally
neani ngful. Al of these neasures were natural conponents of a holistic approach to
t he trade-environnent - devel opnent nexus.

35. The Senior Programme Manager of the Division on International Trade in Goods and
Services, and Commodities said that, though unevenly, sone progress had been nade in
each of the areas dealt with in the secretariat's report. Conpetitiveness was an issue
on whi ch the debate had perhaps evol ved npbst. Conceptual and enpirical work had hel ped
to set aside a nunber of issues which could have been a source of conflict and the
debate on conpetitiveness and market access had becone much nore pragmatic. On eco-
labelling, little progress had been nade in building consensus on how to deal with the
i ssue of non-product-rel ated processes and production nethods (PPMs). More work woul d
be needed on tools such as nutual recognition and equival ency as well as on narket
responses to eco-labelling. Anmobng the questions enmerging on nmultilateral environnental
agreenents (MEAs), he referred to the range of policy instrunents for achieving their
obj ectives, their econonmic and developnental effects and the participation of
devel oping countries in MEAs, taking into account the principle of comopn but
differentiated responsibilities. Qutstanding issues in trade liberalization and the
environment included the potential environmental benefits from liberalization for
sectors and products of particular interest to devel oping countries, the pronotion of
tradi ng opportunities for environment-friendly products and, in a few cases, of
preferential market access. Wile there had not yet been any attenpt to reach an
agreed definition of “positive neasures, reference was invariably nade to market
access, access to finance, and access to and transfer of technology and capacity
bui | di ng. In spite of the inportance of “positive neasures” in achieving the
obj ectives of Agenda 21, progress in their inplenentation had been slow. Accordingly,
there was a need for new approaches to ensure a nore wi despread and effective use of
positive nmeasures.

36. Referring to the report by the secretariat (TD/B/COM 1/3), he said that the aim
had been to present a pro-active agenda, focusing on the concept of sustainable
devel opnent. In this regard, he mentioned the issues of processes and production
nmet hods, foreign direct investnment and small and nedi umsized entreprises. On trade
in biological resources (BIOTRADE), he said that the Commi ssion on Sustainable
Devel opment had wel comed UNCTAD s work and encouraged further consultations on this
issue. Recalling that the United Nations General Assenbly had stressed the role of
UNCTAD in the context of its forthcom ng special session, he said that UNCTAD attached
high priority to this review, in particular through the UNCTAD Conmi ssion's
deli berations and the nessage it nmight wish to send to the fifth session of the
Conmi ssi on on Sust ai nabl e Devel opnent .

37. The spokesnan for the Latin American and Caribbean Group (Jamaica) said that the
secretariat’s recent report on UNCTAD activities on trade, environnent and devel opnent
(UNCTAD/ | TCDY TEDY M sc. 4) was conprehensive in its coverage and identified the major
issues in UNCTAD s work programmre and in cooperation with other international
organi zations and the civil society. He suggested that the Comnm ssion’s debates should
focus on three areas: (a) policy analysis; (b) conceptual and research work; and (c)
capacity building. Policy analysis would be useful only if it resulted in effective




policy instrunents that were used by CGovernnents and the international comunity.
Further work was required on “positive neasures” and UNCTAD and its nenber States
shoul d give greater precision to this concept. He noted that the UNCTAD secretari at
and the secretariat of the R o Convention had agreed jointly to elaborate on the
concept of incentive neasures.

38. Regardi ng capacity-building, he fully agreed with the Secretary-CGeneral of UNCTAD
t hat analysis and policy dialogue were not ends in thenselves, but that they should
contribute positively to capacity-building in nmenber States, with particul ar enphasis
on those requiring special attention. Therefore, the agreed conclusions of the
Conmmi ssi on shoul d incorporate substantial elenents in these three areas.

39. As for the proposal that the Conmission on Trade in Goods and Services, and
Commodi ti es send a nessage to the Conmi ssion on Sustainable Devel opment, he said the
aimwould be to focus on the integration of trade, environment and devel opment and on
agreeing that unilateral action should be replaced by genuine nultilateral cooperation.

40. Finally, he said that the Wrkshop on the Biotrade Initiative had been
informative and, as recogni zed by the Conference of the Parties on Biodiversity, the
Initiative should be supported. The document on biodiversity conservation and
sust ai nabl e devel opnent was a worthwhile contribution to an understandi ng of the issues
and a future work progranme.

41. The spokesrman for the African Group (Morocco) said the tine had cone to reflect
on what had been acconplished since 1992 with regard to the interface between trade,
envi ronment and devel opnent as well as on what had hindered the fulfilnent of a number
of objectives essential to the balance of environmental obligations and legitinmate
concerns of economi ¢ and social devel opnent. He referred in particular to the |ack of
progress in the inplementati on of positive neasures, such as transfer of technol ogy and
access to finance, which were essential if devel oping countries were to pursue their
programes of environnental protection and sustainable devel oprment. UNCTAD shoul d
reflect on initiatives to pronote the inplenentation of such neasures and t he
international community shoul d no | onger call on devel oping countries to abide by their
obligations unless it was itself prepared to help themto attain a bal ance between such
obligations and their rights and aspirations to devel oprment.

42. Regarding the difficulties facing devel oping countries, particularly in Africa,
a great nunmber of their export products m ght be affected by environnmental neasures
that could dimnish their export capacity, and hence reduce their ressources for

environnental protection. Hel pi ng these countries to develop and diversify their
conmodi ti es and exports, as well as allowing themto export products w th high val ue-
added, would contribute to the efforts nade to protect the environment. MNoreover,

poverty was a determining factor in environmental degradation, especially in the |east
devel oped countries. Africa was not attracting much foreign investment at present and
so renmai ned di sadvant aged conpared with other regions, since this kind of financial
flow was beconming nore inportant than public developnent aid flows, which were
constantly decreasing. Accordingly, in considering the issue of integrating trade,
envi ronnent and devel opment, the international community in general, and UNCTAD in
particul ar, should give special attention to the African and the |east devel oped
countries.



43. Al t hough consi derabl e progress had been observed on narket access conditions
followi ng the conclusion of the Uruguay Round, he warned that the trend towards nore
open markets should not be hanpered by the use of environnental principles and
regul ations as new forns of protection agai nst exports from devel oping countries. This
could only hinder environmental protection since it would limt these countries'
participation in international trade and therefore reduce their resources. If the
obj ectives of environmental protection and devel opnent were to be attained, it was
urgent to elimnate trade restrictions and distorsions affecting commodity prices.

44. Finally, he argued that trade, environnent and devel opnent shoul d be addressed
in an integrated manner, having in mnd that the devel opnent dinension was crucial for
devel oping countries and that it was only when an adequate |evel of devel opnent was
reached that these countries could contribute to environnmental protection

45, The spokesworman for the Asian Group and China (Philippines) echoed the call nade
in Mdrand (para. 91 (iv)) that the policy debate of the Conm ssion should focus on the
exani nation of trade and environment issues from a devel opment perspective. Wthin
this framework, the proposed topics for expert neetings should be nmade nore rel evant
and directed to the needs of developing countries, with enough | eeway to acconmmodat e
the interests of all delegations. A basic concern of developing countries was the
scope of conplenentarity between trade I|iberalization, economc devel opment, and
envi ronment conservation and protection. The Asian G oup understood the inportance of
pol i cy coordination, which should start at the national |evel but should al so enconpass
the international level. The constraints on donestic policies in individual nenber
States shoul d be taken into account in international negotiations.

46. She felt that “positive nmeasures” could be effective in hel ping devel oping
countries to achieve the objectives of sustainable devel opnent and to observe the rules
and provisions of the international tradi ng systemand the MEAs. Cearly, nuch work had
been undertaken and progress had been achieved in this area. She agreed with the focus
set by the UNCTAD secretariat on narket access, access to and the transfer of
technol ogy, financial nechani sns, and capacity-building. However, there was a need to
come to a consensus on a nore definitive agenda and progranme of action that would
fully inplenent decisions already taken on the issue of positive neasures. She
attached inportance also to environmental ly sound technol ogy and devel opnent-friendly
trade investnent that called for the participation, in terns of funding and human
resources, of both the business sector and the civil society in the deliberations of
Governnents on policy and programes of action. Chief anpbng the goals of sustainable
devel opnent was the elimnation of poverty, which was a major cause of environnmenta

pollution. The tine had come to reassess individual national approaches to poverty
alleviation. She fully supported the BIOTRADE initiative being pursued by UNCTAD - an
interesting proposition which mght yield a feasible way out of the cycle of poverty
al l eviati on and environnmental degradation

47. The Asian QG oup and Chi na considered that the inplenmentation of viable financia
mechani sms was of the utnpst inportance. While there was a willingness to respond
positively to the need for environmental |y sound net hods of processing and consunption
devel oping countries were too hard-pressed financially to break with the past. Public
funding at the national |evel was dinmnishing and it was essential to search for
alternative sources of funds and resources, including FDI. UNCTAD could play a centra
rol e through focused research and the devel opnent of a future work programe that woul d
hel p devel oping countries to conprehend fully the inpact of trade liberalization in



pronoting sustai nabl e devel opnent and in creating and expandi ng trade opportunities for
exporting countries in the devel opi ng world.

48. The representative of the Food and Agriculture Organization of the United Nations
stated that the FAO Conmttee on Conmodity Problenms (CCP) would continue, at its sixty-
first session, the examnation of issues regarding the |inks between trade, environnent
and sustainable agricultural developnment. 1In order to avoid duplication, activities
inthis area had been planned in consultation with other agencies. W rk had thus been
concentrated on environnental effects specific to production and processing of
agricultural commpbdities, and on the devel opnent of a nethodol ogy for the nmeasurenent
of trade effects associated with environnental problens. Regarding the former, studies
had been carried out on grains, rice, oilseeds and citrus. Earlier studies had dealt
with jute, kenaf and allied fibres, hides and skins, |ivestock and fishery products.
Wth regard to forestry, issues such as certification of environnentally sound products
were being closely nonitored. Pointing to sone general conclusions resulting fromthe

anal yses, he said that: the |inkages between trade, environnent and sustainable
agricul tural devel opnment were conpl ex; there were generally snmall increases in
production costs, wth little effect on international trade, resulting from

environmental policies related to specific agricultural conmodities analysed in depth,
al though they coul d have some effects for the whole sector; nore stringent production
and/ or processing environnental policies could have significant effects on
conpetitiveness and on export opportunities for developing countries; and
environnental effects were dependent on specific eco-systens, and policies to address
t hem wer e dependent on the country's | evel of devel opnment.

49. Regar di ng the nethodol ogy, he said that, although reasonably well defined, it

required further refinenent and testing. It bhad, nevertheless, inproved the
under st andi ng of the issues. The programme of work proposed to the CCP for the next

bi enni um i ncl uded further work on the devel opnment and applications of the methodol ogy
for the neasurement of trade effects of environnmental regulations and additional

envi ronnent al assessnent relating to specific comodities. Finally, he said that FAO
was ready to work closely with UNCTAD and other international organizations on
under st andi ng the |inkages between trade, environnent and sustai nabl e devel opment.

50. The representative of The Netherlands, speaking on behal f of the European Union,
said that the Union would reserve its detailed coments for the informal discussions
on this item since it was his understanding that the new Comm ssions were neant to
nove away from the fornula of prepared statenments in the plenary. The Uni on had
nonet hel ess noted the views and positions of the three regional groups.

51. The representative of the European Community said that the secretariat documents
on this itemwere in general good, but the treatnent of the issues was still rather too
abstract. It was now necessary to nbve to nmore concrete objectives and neasures. The
secretariat docunmentation had, in his view, laid greater enphasis on the point of view
of traders rather than environnmentalists, so that an attenpt should be nade to cl ose
the gap between trade i ssues and environnental issues.

52. The representative of South Africa said that his country wel coned the work done
by UNCTAD on BI OTRADE. That work recognized the vast anpbunts of natural capital
possessed by devel oping countries. South Africa also appreciated the initiative by
UNCTAD, in cooperation with UNEP, to | ook at devel opi ng-country experiences with the
Montreal Protocol, the Basel Convention and CITES. The inportance for devel oping
countries of having a clear understanding of the issues which confronted them



especi al | y when choi ces had to be nade and new and i nnovative answers found, could not
be over-enphasi zed.

53. In this regard, he noted that there was one crucial area where research
assi stance seened to be |acking, namely climate change. A prelimnary reading of the
recent UNCTAD docunent “Promoting the transfer and use of environnmentally sound
technology: a review of policies” showed that it addressed, inter alia, neasures
relevant to the clinate change i ssue. Cinmate change posed enornpus chal |l enges for the
i nternational comunity as it |ooked beyond the year 2000. No issue revealed nore
clearly the global interrelatedness of the world s ecosystens and the futility of
mar gi nal i zi ng some countries or regions. Furthernore, this enornmously conplex issue
of fered various opportunities to achieve sone of the central objectives proclained in
UNCTAD reports, such as “cost sharing”, win-win situations”, “transfer of technol ogy”
and “applying narket nechani sns” at the international |evel.

54. Accordingly, and in keeping with the commtnment made at UNCTAD | X to search
continually for new and innovative ways to hel p the devel opnment debate keep pace with
international priorities, South Africa wi shed to urge UNCTAD to seriously consider
further exam nation of innovative “positive neasures” under the United Nations
Framewor k Convention on Cinmate Change (UNFCCC) to pronpte the goals of sustainable
devel opnent. This should be done in consultation with the secretariat of the UNFCCC.
Such work should also feed into the Expert Meeting on positive neasures which the
Commi ssi on had now agreed upon. The bodi es of the UNFCCC were exami ning the various
possibilities available. Yet the conplexity of the issue, involving as it did energy
policy and trade, warranted particular research assistance to developing countries
concerning the desirability and feasibility of options such as “joint inplenentation
(JI)” and “tradable pernits”. He felt that enpirical research was needed in the field
of energy on the possibilities and expected consequences for devel oping countries. A
nunber of countries fromhis own subregi on had al ready expressed their support for this
request and he hoped that other countries would also lend their support. Wat was at
stake here was not only intra-generational equity, but also the interests of
generations to cone.

55. The representative of Bangladesh recognized that the |inks between trade,
envi ronnent and devel opnment were of utnost concern to the global comunity.
Nevert hel ess, all menber countries could not be assuned ipso facto to assign the sane
level of priority to this subject and for very good reasons. Frankly, in an LDC I|ike
Bangl adesh, environnment and devel opnent-rel ated issues, understandably, were not of
primary inportance. For his country, it was the underlying infrastructural devel opnent
of the econony, which would open opportunities for earning the basic necessities of
life, that was the essential factor. Moreover, despite centuries of external
expl oitation and resource transference, the native environnent, which provided the
essential resources for his country’s econonmic activities, remained relatively
pristine, for the donestic industries, rudimentary as they were, did not generate
pol lutants on the scale found in nmany other parts of the world. Nevertheless, the
global environment, taken in its totality, was without frontiers. As a consequence all
countries were equally affected by environmental degradation, irrespective of its
origin. This being so, a nmultilateral approach to these issues was perhaps the only
option.

56. Mich progress had been achieved in assessing the interaction between environnent
and sust ai nabl e devel opment and the secretariat report (TD/B/ COM 1/3) provided an in-



dept h anal ytical background of great value. There was clearly a need for increased
technical assistance, training and technology transfer to sensitize and “capacity-
bui I d” the appropriate sectors of the econonmies in the developing countries,
particularly in the LDCs.

57. He noted with concern, however, that the secretariat report (para. 92(d)) stated
that SMEs “... often nmake a relatively large contribution to industrial pollution”.
Such a generalization should be qualified on the basis of realities existing on the
ground. There was no universal definition of an SME. In the LDCs they were usually
m cro-scal e enterprises using indigenous technol ogy and human | abour. They used and
processed nmaterials primarily of natural origin available Ilocally. Bei ng
bi odegradabl e, these raw nmaterials did not produce by-products that

were eco-hostile. It would therefore be legitimte to argue that mcro-enterprises in
LDC economies be cleared of their undeserved share of blane in this global pollution
chai n.

58. LDCs were conscious of the existing realities and linmtations in the gl obal
econom ¢ | andscape. Although currently narginalized and apparently renote fromthe
centre stage of the pollution drama, they would still wsh to be nmainstream

participants in global action progranmes initiated to counter the effects of universal
envi ronmental degradation. H's delegation was thus ready to join other delegations in
reaching conclusions which correctly reflected universal concerns and took into
consi deration the predicanents of the | owincome countries.

Action by the Conmi ssion

59. At its 5th (closing) plenary meeting, on 21 February 1997, the Conmi ssion adopted
draft agreed conclusions on agenda item4.¥

60. At the same neeting, the Conm ssion adopted the text of a Message fromthe UNCTAD
Comm ssion to the Conmi ssion on Sustainable Developnent at its fifth session, and

decided that the agreed concl usions on agenda item 4 would be attached to the Message.
6/

61. Also at the closing neeting, the Conm ssion took note of the summary presented
by the Chairnan in his personal capacity (TD/B/COM 1/L.2), with a nunber of anmendnents,
and agreed to annex the sumary to the final report on its first session.?”

¥ Subsequently circulated in TO/B/COM 1/L. 4. For the agreed concl usi ons,
see annex |, B.

¥ For the text of the Message, see annex III.

Z The amended version of the Chairman’s summary was subsequently circul ated
in TO'B/COM 1/ L. 2/ Rev.1. For the summary, see annex |I1.B.



Chapter 111

ORGANIZATIONAL MATTERS

A. Opening of the session

62. On behal f of the Secretary-General of UNCTAD, the first session of the Conm ssion
on Trade in Goods and Services, and Commodities was opened on 6 Novenber 1996 by M.
Carlos Fortin, Deputy Secretary-Ceneral of UNCTAD. (For the opening statenment by M.
Fortin, see Introduction).

B. Election of officers

(Agenda item 1)

63. At its first neeting, on 6 Novenber 1996, the Conmission elected its Bureau as
fol |l ows:
Chai r man: M . Dani el Bernard (France)
Vi ce- Chai r nen: M. Eurelio Caballero (Cuba)

Ms. Rafla M abet (Tuni si a)

M. Adam Q zechowsky ( Pol and)

M. John Rosenbaum (United States of Anmerica)

M. Agus Tarm dzi (I ndonesi a)
Rapporteur: M. Sek Wannanet hee (Thai | and)

C. Adoption of the agenda and organization of work
(Agenda item 2)

64. At the sanme neeting, the Conmi ssion adopted the agenda for its first session

(TD/ B/ COM 1/1), having reconfirmed the decision taken at the thirteenth executive
session of the Trade and Devel opment Board that item 4 would be considered at the
second part of the session in February 1997. Accordingly, the agenda for the first
session of the Commission was as follows:

1. El ecti on of officers
2. Adoption of the agenda and organi zati on of work
3. Enabl i ng countries to respond to the opportunities arising from the

Uruguay Round Agreenents so as to derive maxi mum avail able benefit by:



anal ysing the inpact of the Uruguay Round Agreenents on devel opnent and
enhanci ng capacities for participation in the nultilateral trading system

4. Integrating trade, environment and devel opnent: recent progress and
out st andi ng i ssues

5. Provi sional agenda for the second session of the Conmission and any
necessary preparation through expert neetings

6. O her busi ness

7. Adoption of the report of the Commi ssion

D. Provisional agenda for the second session of the Commission
and any necessary preparation through expert meetings

(Agenda item 5)

65. At its 5th (closing) neeting, on 21 February 1997, the Comm ssion approved the
draft provisional agenda for its second session (TD/B/COM 1/L.3).¥

E. Adoption of the report of the Commission

(Agenda item 7)

66. Also at its closing rmeeting, the Comm ssion authorized the Rapporteur to conplete
the final report of the Commission on its first session, with a viewto reflecting the
proceedi ngs and outcone of the first and second parts of the session

& For the provisional agenda, see annex I|V.



Annex |

AGREED CONCLUSIONS

A Agreed conclusions on enabling countries to respond to the
opportunities arising from the Uruguay Round Agreements so
as to derive maximum available benefit by: analysing the
impact of the Uruguay Round Agreements on development and
enhancing capacities for participation in the multilateral
trading system a/

(Agenda item 3)

Focus of future work

1. In the context of the work progranme contained in paragraph 91 of the M drand
final docunent, the UNCTAD secretariat should undertake studies to support the work of
future neetings of the Conm ssion and the expert neetings to be convened.

2. The secretariat should al so undertake country-specific studies that shoul d cover,
anong others, the inpact and dynamic effects of the Uruguay Round Agreenents on
devel opnent and the transitional and long-term developnent inpact of trade
i beralization, the supply capacity, trade policy, and capacity-building for
strengt hening the participation of developing countries in the international trading
system

3. Technical cooperation by the UNCTAD secretariat on capacity-building for
strengthening the participation of devel oping countries, and particularly the |east
devel oped countries, in the international trading system should be an inportant
conponent of the work in this field. It should be demand-driven and ai mto enhance the
capacity of countries to pronote their own devel opnent process with appropriate
international cooperation. Donors are invited to continue and, if possible, increase
their financing of technical assistance progranmes. Techni cal cooperation in this
field should focus particularly on the follow ng areas:

(a) Capacity-building to assist developing countries to prepare for
negotiations in the context of the built-in agenda of the Uruguay Round
MIAs and i nprove the understanding of the inplications of new and energing
i ssues;

(b) Accession to the Wrld Trade Organi zati on and probl ens of non-WO nenbers,
particularly those of |east devel oped countries;

(c) Human, institutional and | egislative capacity-building to benefit fromthe
opportunities arising fromthe participation in the multilateral trading
system to exercise the rights and to conply with the obligations within
t he Uruguay Round Agreenents;



a/ Adopted by the Commission at its 2nd plenary neeting, on 8 Novenber 1996.

(d) To pronpte Sout h-South cooperation in the area of capacity-building;

(e) Hori zontal and vertical diversification in comodity-dependent countries.
4. Techni cal cooperation activities should be structured in a coherent and
coordi nated nmanner. Attention was drawn to the need to relate the technica

cooperation activities in the area of trade with those related to commodities,
services, trade efficiency, pronotion of foreign direct investnent and technol ogy
capaci ty-bui | di ng.

Conveni ng of expert neetings

5. The Commi ssion deci ded to convene, in accordance with "A Partnership for G owh
and Devel opment", the followi ng expert meetings to:

(a) consi der opportunities for vertical diversification in the food processing
sector in developing countries, bearing in mnd successful experiences,
and nmake action-oriented recomendati ons;

(b) exam ne opportunities/difficulties which may confront devel opi ng countries

in strengthening their capacity and expanding their exports, draw ng upon
the situation in the health service sector

Provi si onal agenda for the second session of the Conm ssion

6. The Chairnman will hold consultations on the provisional agenda for the second
session of the Conm ssion. The issue of diversification of commodity-dependent
countries was suggested as a possible itemfor the agenda of the second session

Looki ng ahead to UNCTAD X

7. It was considered useful, fromthe very beginning of the Commi ssion, to reflect
on its long-term perspectives. It was agreed that the work progranme shoul d be seen
in a coherent formand that its overall results should provi de a deeper understandi ng
as to where various policy options would | ead and how they coul d affect the devel opnent
process at large. 1In foreseeing the changing policy environment in many countries,
work should be oriented towards providing a nore solid anal ytical underpinning to, and
enpirical evidence for, understanding of the devel opnental inpact of further trade
i beralization.



B. Agreed conclusions on integrating trade, environment and
development: recent progress and outstanding issues b/

(Agenda item 4)

1. The Commi ssion on Trade in Goods and Services, and Commodities, with reference
to paragraph 91(iv) of "A Partnership for Gowh and Devel opnent”, reaffirns the
i mportance of pursuing the work that the fourth session of the Conmi ssion on
Sust ai nabl e Devel opnment proposed for UNCTAD

2. The Conmi ssi on encour ages UNCTAD to continue its technical assistance programe,
particularly in pronpting a better understanding of the I|inkages between trade,
envi ronnent and devel opment through its conceptual, enpirical and anal ytical work.

3. The Commi ssi on deci ded to convene, in accordance with "A Partnership for G owh
and Devel opnent” and the UNCTAD calendar of nmeetings as contained in
TD/ B/ 43/ I NF. 1/ Rev. 2, the follow ng expert neetings to:

(a) Exam ne positive measures, including innovative approaches to them in the
context of pronoting sustainable devel opnent, particularly in nmeeting the
obj ectives of nultilateral environmental agreenents (MEAs).

(b) Exam ne the operation, and the possible trade and i nvestment inpacts, of
envi ronment al managenent standards, particularly the |1 SO 14000 series, on
devel oping countries, and the identification of possible opportunities and
needs in this context.

4. The Conmm ssion took note that the UNCTAD and WO secretariats are jointly
conducting a study on "Tariff peaks and escal ation in the post-Uuguay Round context",
and decided that this study be nmade available to its second session as a background
docunent .

5. The Commi ssion al so took note of the interest expressed for future expert work
in the follow ng areas:

(a) Exam nation of the relationships and interlinkages between the tourism
sector, the environnent and devel opnent in devel oping countries;

(b) Analysis of the role of FDI in pronmpting access to and transfer of
envi ronnental |y sound technol ogi es to devel opi ng countri es;

(c) I nnovative instruments to i nprove the export possibilities for conmodities
produced in a sustainable way, especially from LDCs.



b/ Adopted by the Conmission at the 5th (closing) neeting of its first session,
on 21 February 1997.



Annex 11

SUMMARIES BY THE CHAIRMAN

A. Summary by the Chairman on agenda item 3 a/

In spite of the difficulty involved in conducting an exhaustive assessnent of the
i npact of the application of the Uruguay round agreenents only two years after the
concl usion of the Marrakesh Agreenents, the Comni ssion on Trade in Goods and Services,
and Commodities has striven, on the basis of docunent TD/B/COM 1/2, to identify the
main |ines of action open to UNCTAD in this area, in accordance with the nandate
entrusted to the Commission at the ninth session of the Conference. Sever al
del egations pointed out that the first neeting inaugurated the new cycle of work of the
subsi di ary bodi es set up at M drand.

1. Al'l del egations recogni zed the need to carry out a systematic analysis of the
consequences of the Marrakesh Agreenents as far as devel opnent was concerned. Sone
del egati ons wi shed to nake this a permanent feature of the Comm ssion’s activities.
Al'l del egations also considered it necessary to help the devel oping countries, and
particularly the LDGs, to discharge their obligations and exercise their rights in such
a way as to draw the greatest benefit from the possibilities opened up by those
agreenments for their devel opnent strategies.

2. On the basis of an initial analysis of the application of the agreenents, some
del egations identified certain adverse effects on devel opnent. Several enphasized the
actual shortcomngs of the agreenents: the lack of tariff cuts for 22 per cent of the
sensitive inports for the devel oping countries, and the continued existence of tariff
peaks, if not tariff escalation. They also found the application of the agreenents to
be unsatisfactory: protectionist nmeasures were maintained in the devel oped countries,
and assistance to the devel oping countries was inadequate. The sane del egations
hi ghlighted the continuation of an international environnent which was hostile to
devel oprment, in the shape of the debt burden, the shrinking of official devel opnent
assi stance, stagnating investnent flows and a deflationary policy pursued by the
devel oped countri es.

3. Ot her del egations nentioned such negative effects as the risk of divergent
interpretations of the provisions of the Agreenents, the existence of powerful
protection neasures in the devel oping countries too, and the erosion of preferentia
mar gi ns.

4. The discussions brought out positive effects: together with the expected
benefits of the liberalization of trade and greater participation by the devel oping
countries in the nultilateral trade system trade on the part of the devel oping
countries and anobng devel oping countries thensel ves was growi ng. Furthernore, some
del egati ons remmi ned of the view that the devel oping countries continued to benefit
from systens of preferences, sone of which had been i nproved.



al At its 2nd plenary neeting, on 8 Novenber 1996, the Comm ssion took note of
the sunmary presented by the Chairnman in his personal capacity and decided to include
it inthe Conmission's report on its first session.

5. Many del egations, underlining the additional constraints inposed on the
devel oping countries by the application of the obligations arising fromthe Agreenents,
concl uded that there was a need to increase technical assistance to the devel oping
countries, and particularly the LDCs, in the follow ng areas:

(a) The strengthening of national capabilities in the devel oping countries, in
order to help themto prepare an appropriate |egal franmework, while inplenenting human
resour ces devel opnent programres, with a viewto joining the Wrld Trade Organi zati on
(WO ;

(b) Support for the productive sector, with the aim of devel oping supply
capabilities and pronoting diversification of production in the devel oping countries,
and particularly output of comodities. Sone devel oping countries, and nore

specifically the LDCs, had not nade substantial progress in diversifying their exports;
(c) I ncreased assistance in the sectors of trade information and efficiency.

6. Al'l del egations recommended that the devel opnent dinension should serve nore
explicitly as a guide in UNCTAD s anal ytical work as well as its technical assistance
activities. In keeping with the provisions of the Final Docunent of UNCTAD | X, that
orientation should apply first and forenost to the LDCs.

7. Del egations expressed interest in efforts by the secretariat to prepare a sanple
of enpirical studies carried out by country, by sector, by product or in terns of a
conbi nation of those criteria.

8. In accordance with its mandate, the Conmi ssion adopted agreed concl usions on item
3 of its agenda. b/

B. Summary by the Chairman on agenda item 4 ¢/

1. The Commi ssion on Trade in Goods and Services, and Commdities conpleted its
first session on 19, 20 and 21 February 1997 by considering item 4 of its agenda,
“Integrating trade, environment and devel opnent: recent progress and outstanding
i ssues”, on the basis of docunment TDO/ B/ COM 1/ 3.

2. Many del egations renarked that this item which had al ready been the subject of
consi derable work in UNCTAD and ot her forums, had taken on special inportance in the
light of, on the one hand, the WO M ni sterial Conference in Singapore in Decenber 1996
and, on the other, the holding in 1997 of the fifth session of the Comm ssion on
Sust ai nabl e Devel opnent, the special session of the United Nations General Assenbly and
of various negotiations concerning nultilateral environmental agreenents.




b/ See annex 1. A above.

¢/ Annexed to the report by decision of the Conmission at its 5th (closing)
neeting, on 21 February 1997.

3. Several del egati ons expressed the hope that UNCTAD woul d continue fully to play
its role with regard to analysis, definition of strategies and strengthening of the
capacities of devel oping countries. They saw UNCTAD as an international forum capable
of initiating an integrated approach linking the three topics of trade, environnent and
devel oprent . O her delegations felt that those topics were still insufficiently
integrated, to the detrinment of environnental concerns.

4. Many del egations drew attention in their statenents to the environnental and
devel opment benefits likely to derive fromtrade liberalization. Qhers said that
those benefits were not autonmatic and that trade |iberalization should be acconpanied
by specific environmental policies. There was general agreenent that poverty was a
greater factor of environnental degradation than international trade.

5. The di scussion reveal ed the i nportance attached to positive neasures (access to
mar kets, technol ogy, financial resources and training, etc.), although opinions
differed as to the content of those neasures. Certain delegations felt that they
should be as binding as trade neasures. Several del egations were of the view that
positive and trade nmeasures were not inconpatible, but were anong the tools for better
integrating trade, the environnent and devel opnent. Reference was also nade to their
i mpl ementation at the national and international levels and to the participation of
devel opi ng countries in their elaboration

6. The debate on eco-labelling highlighted the inportance of the concepts of nutua
recognition and equi val ency, although certain del egati ons thought their inplenentation
was still difficult. Sone del egations expressed concern that neasures relating to

process and production nethods nmight be a source of obstacles to trade.

7. Certain delegations felt that conpliance with environnental standards nmight
entail excessive costs for SMEs, particularly those in devel oping countries.

8. Several delegations expressed great interest in the secretariat’s “Bl OTRADE’
initiative, which they saw as a neans of establishing a |ink between trade issues and
environnent in the sphere of biodiversity. Sone del egati ons expressed the hope that
consul tations on the natter woul d continue.

9. Many del egations said they viewed direct foreign investnment as a potential vector
of technol ogies that were environmentally friendly and could contribute to sustainable
devel opnent .
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Annex 111

MESSAGE FROM UNCTAD”S COMMISSION ON TRADE IN GOODS AND SERVICES,
AND COMMODITIES TO THE FIFTH SESSION OF THE COMMISSION ON
SUSTAINABLE DEVELOPMENT */

The UNCTAD Conmi ssion on Trade in Goods and Services, and Commodities, at the
second part of its first session, held in Geneva from19 to 21 February 1997, wel coned
the first five-year review of progress achieved in the inplenentation of Agenda 21, to
be carried out by the Comnmi ssion on Sustainable Devel opnent at its fifth session and
the General Assenbly at its special session in 1997. CGovernnents have taken steps to
anchor the concept of sustainabl e devel opnent and Agenda 21 followup activities firmy
in the work programe of UNCTAD.

The Conmi ssion consi dered that the conclusion of the Uuguay Round has furthered
the process of trade liberalization, opening new opportunities for sustainable
devel opnent and growt h. However, nmarginalization remains a risk for devel oping
countries, especially the LDCs, and coul d hanper their benefiting fromresources which
trade may generate for enhanci ng sustai nabl e devel opnent.

The Commission recal | ed the strong conmitnent at Rio to a global partnership for
sust ai nabl e devel opnent, and reiterated the high priority attached by UNCTAD to the
acceleration of developnment that is environnentally sound and sustainable. The
Comm ssion stressed the urgent need for renewed efforts at both national and
international levels to nake trade and environnental policies nutually supportive and,
nore generally, to pronote sustainable developnent, including by designing and
i mpl ementing positive neasures and by providing effective econonic incentives.

As requested by UNCED, UNCTAD has actively sought to play effectively its specia
role in pronoting the integration of trade, environnent and devel opnent. UNCTAD has
in particular taken appropriate steps to inplenent the reconmendations of the CSD, in
particular by endorsing at UNCTAD I X the work that the CSD, at its fourth session,
proposed for UNCTAD.

UNCTAD | ooks forward to a substantive outcone of the special session of the
General Assenbly. As the focal point within the United Nations for dealing with trade
and related issues of devel opnent and as the task nanager on trade, environnment and
sust ai nabl e devel opnent, UNCTAD stands ready to neet the challenges of a revitalized
agenda on trade and sustainabl e devel opnent.



*/ Adopted by the Conmission at its 5th (closing) neeting, on 21 February 1997.

Annex 1V

PROVISIONAL AGENDA FOR THE SECOND SESSION OF THE COMMISSION */

El ecti on of officers
Adoption of the agenda and organi zati on of work
Di versification in combdity-dependent countries

Ways and nmeans for inproving the opportunities for the expansi on of exports of
goods and services from devel opi ng countries

Reports of subsidiary bodies
Provi si onal agenda for the third session of the Conm ssion
O her busi ness

Adoption of the report of the Conmission to the Trade and Devel opnent Board.



*/ Approved by the Conm ssion at
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its 5th (closing) neeting,

Annex V

ATTENDANCE */

on 21 February 1997.

1. The followi ng States nmenbers of UNCTAD were represented at the session:

Al geria

Argentina

Australia

Austria

Bahr ai n

Bangl adesh

Bel ar us

Bhut an

Bol i vi a

Brazi |

Bul gari a

Canada

Chile

Chi na

Col onbi a

Costa Rica

Cote d’ lvoire

Croatia

Cuba

Czech Republic

Denocratic People’s
Republic of Korea

Egypt

El Sal vador

Et hi opi a

Fi nl and

France

Ger many

Ghana

G eece

Hai t

Hondur as

Hungary

I ndi a

I ndonesi a

Iran (Islamc Republic of)

Iraqg
I rel and

| srael
Italy
Janmi ca
Japan
Jordan
Kenya

Li byan Arab Janmhiriya

Luxenbour g
Madagascar
Mal aysi a
Mal t a

Mexi co

Mor occo
Mozanbi que
Myanmar

Nepa

Net her | ands
Ni geri a

Nor way
Paki st an
Panana

Par aguay
Peru

Phi | i ppi nes
Pol and
Por t ugal
Republic of Korea
Rorrani a
Russi an Federation
Saudi Arabia
Senegal

Sl ovaki a
South Africa
Spai n

Sri Lanka
Sudan

Sweden

Swit zerl and



Thai | and Britain and Northern Irel and

The Former Yugosl av Uni ted Republic of Tanzania
Republ i c of Macedoni a United States of Anerica

Trini dad and Tobago Venezuel a

Tuni si a Zanbi a

Tur key Zi mbabwe

Ukr ai ne

Uni t ed Ki ngdom of Great

*/ For the list of participants, see TD/ B/ COM 1/ | NF. 1.

2. The followi ng States nmenbers of UNCTAD were represented as observers at the
sessi on:

Angol a Kyr gyzst an

Bur undi Mauritius

Dom ni can Republic Ni car agua

Ecuador Yemen

Guat enal a

3. The Econom ¢ Conmi ssion for Europe

United Nations Environnent Programe were represented at the session.
The International Trade Centre UNCTAD/ WO was al so represented at the session.

4. The foll owi ng specialized agencies and rel ated organi zati on were represented
at the session:

Food and Agriculture Organization of the United Nations
I nternational Mnetary Fund

United Nations Industrial Devel opment Organization
World Trade Organi zati on

5. The foll owi ng i ntergovernnental organizati ons were represented at the session:

Arab Labour Organi zation

Cari bbean Community

Eur opean Conmuni ty

Eur opean Free Trade Associ ation

I nternational Organization for Mgration
I sl am ¢ Devel opnent Bank

League of Arab States

Organi zation of African Unity

Organi zation of the Islanmic Conference

6. The foll owi ng non-governnental organizations were represented at the session:

Ceneral Category

I nt ernati onal Chanber of Conmerce
I nternational Council of Environnental Law



Third Worl d Network

Wonen’ s International League for Peace and Freedom
Worl d Federation of United Nations Associations
Wrld Wde Fund for Nature Internationa

Speci al _Cat egory

International Air Transport Association
7. The foll owi ng non-governnental organization, specially invited by the
secretariat, attended the session

Worl d Busi ness Council for Sustainable Devel opnent

PANELLI STS

A. Artuso

A. de | a Pefa

J.C. Sanchez Arnau
M Tol ba
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