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EXPERT MEETING TO EXAMINE THE EFFECTIVENESS AND
USEFULNESS FOR COMMODITY-DEPENDENT COUNTRIES
OF NEW TOOLS IN COMMODITY MARKETS:

RISK MANAGEMENT AND COLLATERALIZED FINANCE

1. AGREED RECOMMENDATIONS ADOPTED BY THE EXPERT MEETING

1. The experts agreed that there was a clear |ink between exposure to price
risks on the one hand, and |ower investnent and growh, and nore incone
inequality, on the other. They noted also that the savings on interest costs when
using commpdities as collateral can be considerable. Enhanced use of new tools
for commodity risk managenent and collateralized finance can therefore nmake a
|arge contribution to developnent goals, including the reduction of the
vul nerability of the world s poor to the effects of volatile commdity prices.

2. While liberalization of the coomodity sector was considered to be, overall
a positive experience, the withdrawal of the governnent had |led to sone gaps in
the services provided to producers and others active in the commodity sector. 1In

this respect, the Expert Meeting recognized the usefulness of conmodity price
ri sk managenent and war ehouse receipt finance; the possibilities for structuring
medi um and | onger-term finance around comodity collateral; the inportance of
controls on the m suse of price risk management instrunents; governnent exposure
to price risks, and practical solutions; and the potential role of the
i nternational community in advocating, pioneering, nonitoring and inproving the
use of commodity price risk managenent and financing practices. The experts noted
that there are other, related risk factors in comodity trade, including transport
ri sks and docunentary risks, and al though not discussing these w der issues, the
meeting recogni zed the inportance of work on them and noted the rel evance of
trade facilitation issues in this regard.

3. The Expert Meeting agreed on the need for a conprehensive approach to
enhance the wunderstanding and use of commodity price risk management and
collateralized finance. It considered that the best way for taking neani ngful
action in this regard was through coordination and cooperation not only anong
i nternational organizations, but also with the private sector (including non-
gover nment al or gani zati ons, farmers’ associations and all other loca
st akehol ders). Partnerships were seen as a highly effective way to advance work.
Therefore, the experts welconed UNCTAD s initiative in organizing the Lyon
Partners for Devel opment Summit, and the decision to include issues of use of
nmodern financial instrunments for commodity trade in the Summt’s agenda. This was
consi dered a useful way to raise the profile of this work, and obtain the needed
political support for neeting policy challenges in this field. Experts expressed
their appreciation for the excellent quality of UNCTAD s anal ytical work in this
area and stressed its continuing inmportance to devel opi ng countries and countries
in transition.

Addressed to national governments

4, Governnments that are directly exposed to comodity price volatility (e.g

through their tax or royalty inconme) should consider initiating risk management
units with a sem-independent role, which would analyse and quantify the
governnent’s risk exposure, gather relevant market information, and act on behal f



of the government both to cover governnental risks and, if the need exists, to
facilitate the protection of sonme of the private sector players in the country.

5. Governments shoul d undertake to set in place a policy framework conducive
to the sound use of nodern financial instrunents in commodity trade by farners,
traders, processors, financial institutions and investors. |In this regard, the

following actions are of prine inportance: governnents need to recognize the
i mportance of having sound |l egal, regulatory and institutional policies governing

commodity trade. If the private sector finds it difficult to access nodern
financial tools, governnents should undertake national reviews of governnent
policies and regulations, if relevant wth support from the international

community. If these policies and regulations are found to be hindering the proper
use of basic as well as nodern financial instrunents for comodity trade, a
programme to nodify such policies and regul ati ons shoul d be adopted:

(a) When liberalizing agricultural marketing, governments (as well as
i nternati onal donor agencies) should bear in mnd the inmportance in
commodity trade of factors such as quality control, weight
verification, i nformati on, access to risk nmanagenent, and
institutional arrangenents which mtigate counter-party risks; and
they should try, when possible, to pronote the devel opnment of private
sector institutions which can fulfil these kinds of functions before
radi cal |l y abolishing existing governnent entities.

(b) Governnments should facilitate (including through the adoption of
rel evant |egal and regul atory provisions) the devel opnent of sound,
privat e-sector-based standards for comodity trade, including standard
contracts. This requires ensuring that |egal decisions, or
arbitrati on awards, can indeed be inplenented; and that the |egal and
regul atory framework in place does not hinder the emergence of the
necessary support entities (e.g. independent warehousi ng conpani es or
i nspecti on conpani es).

(c) Covernnents should ensure that price and trade policies are consistent
with the use of market-based ri sk managenent and finance instrunents.
Overall, price stabilization is not consistent with the use of these
i nstruments.

6. The experts enphasized the inportant role that can be played by
intermediaries, in particular |ocal banks and farmers’ organizations, but also
private traders, processors and other stakeholders in the commodity sector, and
when necessary, specialized government agencies, in the field of risk managenent
and collateralized finance. They considered that wupgrading the skills and
capacities of these groups would clearly contribute to devel opnent goals. Anpbng
others things, the strengthening of |ocal banks would | ead to nuch easier access
to nodern financial instrunents for |ocal traders and farners’ associations; and
t hey recomended a deliberate effort, focusing on devel oping country banks
(including regional banks), in this direction, including the exchange of
experience anopng countries.

7. The Expert Meeting agreed that strong farners’ organi zati ons are desirable,
and that efforts to strengthen them should focus on viable organizations. For
this purpose, governnments and intergovernnental organizations, in consultation and
col |l aboration with such farnmers’ organi zati ons thensel ves, shoul d:

(i) facilitate further reflection and debate anong farnmers’ organizations
at regional and national |evels on risk managenent and coll ateralized
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finance, with the objective of clarifying the position of farnmers
organi zations, and establishing a detailed plan of action by farners
t hemsel ves;

(ii) provide appropriate training and briefing for farmers and farners’
organi zations on the new tools in commodity markets;

(iii) design and undertake pilot projects, focusing on the role of farmers’
organi zations in risk managenent and collateralized finance, at
nati onal and |ocal levels ;

(iv) facilitate dial ogue and partnership anong farmers’ organizations and
ot her relevant representative bodies in the private sector for the
effective and useful application of risk nmanagement instrunments and
collateralized finance, for the benefit of small farmers.

Addressed to the UNCTAD secretariat, the World Bank and other international
organizations

8. The Expert Meeting noted the inportant role of the World Bank and UNCTAD in
providing policy analysis, advice and technical assistance in these areas, and
while urging the continuation of the work done so far, recognized that these
organi zations, as well as others, including the Commobn Fund for Conmodities
international commdity bodies and regional devel opnent banks, could play
important roles, in close collaboration with each other and conpl enenting the role
of private sector players. The possible roles vary from organization to
organi zation, but may include the follow ng:

(a) the role of "honest broker" between the financial entities offering
modern financial instrunents, and the beneficiaries, to increase
confidence in the instrunments and their use;

(b) acting as a clearing-house for information on commodity price risk
managenment and structured finance, and ensuring w de distribution of
rel evant information;

(c) advocacy, awareness-raising, and provision of necessary training and
techni cal assistance, to dissemnate information and know edge about
modern financial markets and instrunents relevant for the comodity
sector, to identify risks, and to design and inplenment strategies to
deal with them In this light, country-level risk analysis, on a
pilot basis or as a systematic part of country trade-review
mechani sms, shoul d be consi der ed;

(d) UNCTAD shoul d continue its analytical work in this area, in particular
Wi th respect to:

- analysis of factors affecting the level of risk along the
transactions chain, and identifying possible inplications for
work in the Wrld Trade Organi zati on on trade facilitation, and
needs for technical assistance;

- anal ysis of constraints on strengthening the capacity of |oca
banks to develop services in collateralized commodity trade
finance and ri sk managenent;
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- devel opi ng the scope for enhancing access to structured finance
for the commodities sector by the fornulation of sector-
specific financing blueprints;

(e) taki ng other actions to strengthen relevant institutions in devel oping
countries and countries with economies in transition, including
energi ng commodity exchanges, warehousing conpanies, and |ocal and
regi onal banks; experts recomrended that a workshop on these issues
be convened in 18-24 nonths to exchange experiences of progress of
various projects on these issues;

() assi stance in the devel opnent of appropriate risk nmanagenent and
financing instrunents which are sufficiently sinple in their use, and
do not require overly cunbersome financial flows, including the
consi deration of linking lending to risk management (e.g. conmodity-
i nked | oans);

(9) supporting the systematic review of national policies, with the
purpose of identifying policies, regulations and practices that hinder
or prevent the use of nodern financial instruments in comodity trade
and credit access;

(h) promobting the exchange of experience and the developnent of
partnershi ps bet ween countries, mar ket s and i nternationa
organi zations on various issues related to commdity price risk
managenent and col |l ateralized finance, including on the nodalities for
stinmulating the energence of a sound institutional franmework
(i ncl udi ng war ehouses).

9. Gven its roles as an international financial institution focused on
devel opment, the World Bank Group, as well as the regional devel opment banks,
shoul d consi der undertaking the follow ng actions:

(i) facilitating commpdity risk managenent transactions;

(ii) facilitating the provision of comvodity risk nmanagenent transactions
t hrough | ocal banks;

(iii) examning the possibilities for increased guarantees on risk
managenment and structured finance transactions between devel oping
country entities and providers of these financial instrunents.

Addressed to the international community

10. The Expert Meeting urged the international donor comrunity to support
country-level efforts to inprove the environnent for comodity trade, risk
managenment and finance (in particular, the devel opment of appropriate |egal and
regul atory franmeworks), and to support the activities undertaken by the World Bank
and UNCTAD, and ot her organi zations, including the Cormon Fund for Commodities,
actively involved in this area.

11. The international donor comunity was also invited to assist in denystifying
nmodern financial instruments for commdity trade, and to consider to what extent
such instruments could play a role in their own operations (taking into account
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al so provision of a consistent devel opment assi stance package), including support
to structural adjustment programes, and commpdity projects.

12. The international comunity should support national debates on how
war ehouse recei pt finance and other nodern financial instruments can be used in
comuodi t y- dependent countri es.

13. Donor organi zations shoul d consider the risk of stifling local initiative,
in particular in the provision of collateralized finance, caused by excessive

funding in situations where there is insufficient absorption capacity.

14. The international community should coordinate its work in the above areas.



EXPERT MEETING ON STRENGTHENING THE CAPACITY FOR EXPANDING THE
TOURISM SECTOR IN DEVELOPING COUNTRIES, WITH PARTICULAR FOCUS
ON TOUR OPERATORS, TRAVEL AGENCIES AND OTHER SUPPLIERS

I. AGREED CONCLUSIONS

The Expert Meeting exam ned ways and nmeans of strengthening the capacity
for expanding the tourism sector in developing countries, with particular focus
on tour operators, travel agencies and other suppliers; it also considered the
relation of air transport and global distribution systens to the tourism sector
The experts reached the followi ng agreed concl usions and recomendati ons.

A. Addressed to the international community

1. An internationally agreed definition of the tourism sector should be
universally applied; this would facilitate the acceptance and inpl enmentation of
a uni form system of tourismaccounting neasures ("satellite accounts") which would
provide a clear mneasurenent of the role of the tourism sector in economc
devel opnent and trade. Such a system could then be used in internationa
negoti ati ons on services, for which adequate statistics and policy analysis are
a necessary prerequisite.

2. (a) Further I|iberalization commtnents on trade in tourism should be
negoti ated under the Ceneral Agreenment on Trade and Services (GATS). An annex on
tourismservices may be required, conprising, inter alia, regulatory issues such
as definitions, conpetitive safeguards, access to information, fair and
transparent use of gl obal distribution systens, |inkages between tourismand air
transport, and security conditions for service contracts.

(b) The rel evant provisions of GATS should be fully inplenented, or, if
necessary, new provisions should be devel oped, to prevent unfair conpetition
arising fromdiscrimnatory practices in the issuance of visas to tourists which
favour certain tour operators and travel agents.

(c) Articles 1V and XI X of GATS should be effectively applied to the
tourism sector, by adopting neasures which effectively foster greater
participati on by devel oping countries in international trade in tourism services.

3. Ef f ecti ve mechani sms, including nechanisnms for joint inplenmentation, to
deal with anti-conpetitive practices in the tourism sector and rel ated sectors
shoul d be identified, in order to deal with the effects on trade of contractua
practices relating to exclusive dealing, vertical integration and the abuse of
dom nance, particularly as regards new entrants to the industry.

4, Multil ateral and regional financing institutions should give priority to
appropriate strategies for the environnmentally and financially sustainable
devel opnent of tourism and related sectors, in particular for financing

infrastructure projects, the provision of nodern tel econmuni cations services under
pro-competitive regulatory regi mes, and human resource devel opnent activities.

5. I nternational organizations and donor countries should also increase their
efforts in training and capacity-building in the field of tourismin devel oping
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countries, including the effective use of conputer reservation systemnms, globa
distribution systenms and the Internet to nmaximze their earnings fromtourism and
to nmeet international standards.

6. The probl enms of air access of devel oping countries, particularly the |east
devel oped countries, should be addressed with a view to preventing the
mar gi nal i zati on of those countries.

B. Addressed to national Governments

7. Devel opi ng-country GCovernnents are invited to foster cooperation and
col | aboration efforts with the private sector and local conmmunities in the
devel opnment and nmanagenent of the tourism sector in order to study, identify and,
where necessary, renove obstacles to its devel opnent, and in order to better take
advant age of the opportunities arising fromthe high | evel of growh foreseen for
the sector globally.

8. Governnments are invited to adopt conprehensive policies to ensure
envi ronmental and econom ¢ sustainability and to i ncrease the attracti veness and
quality of tourism services, including such elements as exchange rates, inproved
i mge, human resource devel opment, investnent in infrastructure and so on

9. Devel oping countries are invited to consider the various options avail abl e
for financing tourism infrastructure projects, such as government outlays,
financing by nultilateral and regional financial institutions, concession of
services to the private sector through buil d-operate-transfer schemes, and foreign
di rect investnent. I nvestnent policies should encourage interlinkages between
smal | and nedi um si zed enterprises.

10. Nati onal Covernnents are invited to review the fiscal treatnment of the
touri sm sector and take the necessary fiscal mneasures to foster its growth and
devel opnent, and avoi d taxing exports.

11. Covernnents are invited to ensure that inmgration regulations facilitate
the nmovement of tourists and natural persons involved in the supply of tourism
servi ces.

12. Covernnents are invited to devel op and, where avail able, effectively apply
conpetition policy in the tourism and related sectors, by, 1inter alia,
prohibiting anti-conpetitive clauses such as exclusive dealing, i mport

requirenents in franchising contracts and the abuse of dom nance in air travel.

13. Devel opi ng-country Governments are invited to foster the devel opment of
regional tourism within the context of regional and subregional agreenents,
i ncl udi ng common tourismand air transport policies.

14. Devel oped countries are invited to consider the adoption of nechanisns to
encourage the export of tourism services by devel oping countries, including by
facilitating the establishment of devel oping-country tourist offices, fiscal
nmeasures and so on.

15. Devel opi ng countries are invited to seek the collaboration of tourism
authorities and of private-sector experts in fornulating their negotiating
obj ectives in the tourism sector and follow ng through the conpl ete process of
negoti ati ons, through their respective consultative procedures.
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16. Tourism and transport policies should be <consistent and nutually
supportive. Developing countries are invited to prepare thenselves for effective
participation in the future nmultilateral negotiations under GATS and the possible
revi sion of the GATS Annex on Air Transport Services.

17. Speci al attention should be paid to strengtheni ng the bargai ning positions
of tourismservice suppliers in developing countries; in particular, Governnents
are invited to lead efforts to devel op new nodel contracts to use in negotiations
with tour operators and other suppliers, which may include, inter alia, insurance
agai nst non-payment by internediaries.

C. Addressed to UNCTAD

18. UNCTAD and the Wrld Tourism Organization should continue their
col | aboration on all aspects of tourismtrade and devel opment.

19. UNCTAD should cooperate with the Wrld Tourism Organization and the
Governnent of Tunisia in the organization of an international conference which
this country has offered to host, in order to discuss concrete ways and measures
to inprove the rel ati onship between devel opi ng-country touri smservice suppliers
and agents operating in the main tourist originating markets, so as to achieve
better and nore sustainable business operations in the international tourism
i ndustry.

20. UNCTAD, in collaboration with the Wrld Tourism O ganization and ot her
rel evant organizations, should provide technical assistance to devel oping
countries, particularly |east devel oped countries, both at the governnental and
busi ness levels, in preparing for negotiations in several forums relating to trade
and devel opment in tourism and rel ated services.

21. UNCTAD, in collaboration with the Wrld Tourism O ganization and ot her
rel evant organi zati ons, shoul d conduct studies on specific issues of interest to
devel opi ng countries, including: the issue of |eakages fromthe sector; the inpact
of all-inclusive tours on the financial sustainability of the tourism sector in
devel oping countries; and the developnent of a nodel for integrating |oca
communities in the formulation, inplenentation and nanagenent of tourism projects.

22. UNCTAD, with the assistance of the appropriate international organizations,
shoul d conduct a study on the feasibility of alternative nmodalities for including
air transport services in plurilateral or nultilateral negotiations on services
(including a possible revision of the GATS Annex on Air Transport Services)
consi dering, inter alia: the inplications of adopting trade disciplines partially
or completely; the incorporation of a sectoral protocol with trade disciplines;
regul atory conm tnents; and other nechani sns of collective decision-nmaking.

23. G ven the inmportance of air transport services for tourism and taking into
account the provisions of Article V of the GATS Annex on Air Transport Services,
the Comm ssion should consider convening an expert meeting on air transport
servi ces.
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EXPERT MEETING ON STRENGTHENING CAPACITIES IN DEVELOPING
COUNTRIES TO DEVELOP THEIR ENVIRONMENTAL SERVICES SECTOR

1. AGREED CONCLUSIONS AND RECOMMENDATIONS

1. In recognition that environnental services can contribute to inproving living
conditions, especially for the poorest nmenbers of the popul ation, experts deci ded
to bring the follow ng conclusions and recommendations to the attention of the
Conmi ssion on Trade in Goods and Services, and Cormodities at its third session

A_. Addressed to the international community

2. Increased, and inproved access to, international financing for devel oping
countries, including through non-governnmental organizations, can facilitate their
access to environnental goods and services and strengthen their donestic
capacities to provide environnmental services.

3. Technical support for institutional capacity-building, enhancement of socia
awar eness and human resources development in developing countries for the
preparation and enforcenent of environmental standards and regul ations should be
encour aged.

4. Work in relevant international organizations should continue on inproving
statistics and definitions of environnental services and on anal ysing existing
barriers in the sector. This would provide, inter alia, a basis for possible
liberalization in the forthcom ng negotiati ons on the General Agreenent on Trade
in Services (GATS), in recognition of the positive contribution of further trade
liberalization in the environmental services sector to environnental protection.

B. Addressed to national Governments
5. Governments are invited to

(a) Establish and maintain a strong and effective regulatory framework
wi t hin which environnental |aws and regul ati ons are enforced. The objectives of
such regul ations could be pursued using a conbination of regul atory, market-based
and information-based instruments. This would also provide predictability and
security for suppliers of environnental goods and services;

(b) Take steps to increase public awareness and to facilitate the
participation of civil society in the decision-nmaking process through disclosure
of relevant information with respect to environmental needs, risks and costs, as
wel |l as the potential inpact on health;

(c) I ntroduce or expand the environnental dinmension in all national policies
and programres, with particul ar enphasis on educati on programes, so as to all ow
for the support and enforcenent of their environnental policies;

(d) Encourage partnershi ps between |ocal environnmental services firnms,
particularly small and mediumsized enterprises, and nore advanced firnms so as to
make it possible to acquire state-of-the-art technology and develop supply
capacities, including for export markets;
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(e) Encourage public/private partnerships with a view to achieving a nore
effective use of environnental aid funds, creating new business opportunities in
the environmental services sector, attaining inproved efficiency and higher
standards in the delivery of environmental services, acquiring state-of-the-art
t echnol ogy and management know how, and facilitating participation of private
capital, particularly in devel oping countries;

() Ensure that |ocal and traditional nanagenent of ecosystens is recognized
and pronoted, when it contributes to ecol ogical efficiency;

(9) Pursue further liberalization in the environmental services sector in
the framework of forthcom ng GATS negotiations, in recognition of the fact that
trade liberalization in the environnental services sector could result in "wn-
wi n" situations, which could | ead to environnmental and econonic benefits;

(h) Apply their public procurement practices so as to facilitate access to
t he necessary environnmental services.

6. Governnments of devel oped countries, pursuant to nultilateral environnenta
agreenents and rel evant United Nations recomrendati ons, are invited to facilitate
devel opi ng country access to environnentally sound technol ogi es (ESTs), giving
priority to the acquisition of prevention technologies, so as to facilitate
| eapfroggi ng in technol ogi cal devel opment.

7. Devel opi ng-country Governments are invited to take steps, including the
protection of intellectual property rights, to inprove their capacity to absorb
ESTs and adapt them to local conditions. Transfer of environnentally sound
traditional technol ogy should al so be encouraged.

8. Covernnents envisaging an increasing role for the private sector (for instance
in the water and waste segnents) are invited to ensure that the goals of equity
and efficiency are achieved.

9. Governments and intergovernmental and non-governnental organizations are
invited to provide technical cooperation to devel oping countries if so requested.
Governnents in developing countries are invited to increase the level of their
mut ual techni cal cooperation.

C. Addressed to UNCTAD

10. In the context of its existing progranmes, UNCTAD, in cooperation with the
Uni ted Nations Environnment Progranme, the United Nations Industrial Devel opnent
Organi zation, the United Nations Developnment Programme, the W rld Health
Organi zati on, the Comm ssion on Sustainabl e Devel opnent, the Conm ssion on Sci ence
and Technol ogy for Devel opnent and ot her concerned organi zati ons, shoul d:

(a) Col l ect, analyse and dissenmnate information relating to experiences
on:

(i) Transfer of ESTs;

(ii) Part nershi ps between devel oped- and devel opi ng-country firnms, as
wel | as between private and public firns;

(iii) Use of ESTs for cleaner production in devel oping countries in key
i ndustrial sectors;



(iv)

(v)

(b)

(i)

(iii)

(c)
(i)

- 13 -

Effecti ve use of taxation policies and nmarket-based nechanisns to
pronmote environnental objectives;

Contribution of official developnent assistance in facilitating
the formation of environnental services firns in devel oping
countri es;

Pr onot e:
Trade in environnental services - including those based on
environnental ly sound traditional technologies - particularly

anong devel opi ng countries;
An exchange of information on environnental policies;

Training to build or enhance human resources in devel oping
countries in the environnental services sector

Devel op:

Appropriate procedures to follow up and obtain feedback on the
present recomendati ons.
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COMMISSION ON TRADE IN GOODS AND SERVICES, AND COMMODITIES

AGREED CONCLUSIONS AND RECOMMENDATIONS ADOPTED BY
THE COMMISSION AT ITS THIRD SESSION

Item 3: Ways and means of enhancing the utilization of trade preferences by
developing countries, in particular LDCs, as well as further ways of
expanding preferences

1. The effects of recent financial and economc turnoil and its several adverse
consequences call for further strengthening of international cooperation

2. The Ceneralized System of Preferences (GSP) and the G obal System of Trade
Pref erences anong Devel opi ng Countries (GSTP) and other trade preferences continue
to play an inmportant role as tools for devel opnment in devel oping countries, in
particul ar the | east devel oped countries (LDCs). The inprovenents and extensions
of GSP schemes and other unilateral trade preferences that have been inpl emented
or proposed, in particular those in favour of LDCs, are a sign of the continuing
rel evance of these preference schenes and the inportance attached to them by both
preference-gi ving and preference-receiving countries.

3. Concrete action should be taken so that a greater nunber of beneficiary
countries can utilize nore effectively the GSP advantages in order to rectify the
present inbalances in the distribution of GSP benefits.

Addressed to preference-giving countries

4. There is scope for expanding and inproving GSP benefits. In so doing
special attention should be paid to extending product coverage to match to a
greater extent the conparative advantage of beneficiary countries,

5. The harnoni zati on and sinplification of GSP rules of origin could enhance
their transparency, facilitate their application and thereby inprove the
effectiveness of the GSP. Rules of origin which encourage regional cunulation
would serve to encourage trade anong beneficiary countries by enabling
conpl enentarities in production capabilities to be exploited and greater advantage
to be taken of international specialization

6. The lack of stability, predictability and sinplicity of a nunmber of GSP
schenes has had an adverse inpact on the utilization of the GSP, undermining its
effective exploitation in particular by LDCs. Such deficiencies in GSP schenes
shoul d be addressed.

7. Preference-giving countries should dissenminate to the inporters in their
countries relevant information on the products covered and the rates and other
conditions applied under the various preference schemes they maintain. Mreover,
the pronpt notification of changes in GSP schenes and the provision of GSP-rel ated
trade data by preference-giving countries to the UNCTAD secretariat would
contribute to the quality of UNCTAD s analytical work and the success of its
techni cal cooperation activities.



- 15 -

8. The GSP and other trade preferences in favour of LDCs need to be acconpani ed
by efforts to elimnate the deep-seated weakness of supply capabilities in LDCs.
Mar ket access under special trade preferences should be further inproved for
export products fromLDCs. |In addition, all preference-giving countries should
give full consideration to offering duty-free market access for all products from
LDCs, on an autononous basis. The further relaxation of adm nistrative procedures
in favour of LDCs would help themto enhance their utilization of GSP benefits.

9. To help to contribute to a better understanding of the problens of LDCs in
utilizing the GSP, and find appropriate solutions, it would be useful if
practical ways were devised for inproving contacts between GSP preference-giving
countries and LDC beneficiaries. The involvement of representatives from
importing enterprises in preference-giving countries in such contacts mn ght
provi de further insights into the problens which exist.

10. In the context of South-South cooperation, it is noted with appreciation
that a nunber of devel opi ng countries thenselves have taken initiatives to accord
preferential market access unilaterally and w thout any conditions to LDCs.
Ot her devel oping countries that are capable of doing so are encouraged to take
simlar initiatives. Mre detailed information on the stage of inplenentation of
the various proposals and an anal ysis of the potential inpact on the trade and
devel opnment of LDCs of the new preference schenes would be useful. Cdarification
of certain legal aspects of preferences in favour of LDCs by other devel oping
countries would be useful.

Addressed to preference-receiving countries

11. Many GSP trading opportunities have yet to be seized by beneficiary
countries. Insufficient famliarity of exporters with the various GSP schenes and
associ ated conplex procedures and weak export capacities constitute inportant
obstacles to a greater wutilization of GSP benefits, in particular by LDCs.
Theref ore Governnents in preference-receiving countries should assist in informng
and training the private sector in the area of GSP and other trade | aws. However,
Covernnents in preference-receiving countries may require assistance in carrying
out their educational role. The extent and type of assistance will vary according
to the specific needs and developnent I|evels of the preference-receiving
countries.

12. Techni cal cooperation addressed to LDCs in the area of GSP shoul d al so be
provi ded by other devel oping countries in the context of South-South cooperation.

13. More LDCs shoul d endeavour to join the GSTP. Participation by LDCs in the
GSTP coul d provide a maj or boost to South-South trade.

Addressed to the UNCTAD secretariat

14. UNCTAD shoul d continue to analyse the inportance of GSP schenes and ot her
trade preferences, on the basis of quantified and statistically supported
evidence. It should identify the real benefits obtained fromtrade preferences.

15. UNCTAD should continue to provide technical cooperation to preference-
receiving countries, particularly LDCs and certain developing countries wth
structurally weak and vulnerable economes, with a view to increasing the
utilization of trade preferences. Such technical cooperation should aimto enable



- 16 -

these countries to hold workshops, carry out information activities and train
their exporters thensel ves.

16. Owing to their admnistrative constraints, LDCs require direct technica
assi stance ained at enhancing their human resource capacities for the nore
effective utilization of GSP preferences. This would need to include fortifying
the existing GSP focal points or assisting in their establishment, and the
provision of training materials.

17. UNCTAD shoul d explore how new information technol ogies could be used to
render technical cooperation in the areas of GSP and other trade preferences nore
effective. Many GSP information services and, to some extent, advisory services
could be provided rapidly and cost-effectively to end-users in devel oping
countries centrally from Geneva through conmmunication channels such as the
Internet and e-mail .

18. In conducting its future analysis and technical cooperation related to
preferences, the UNCTAD secretariat should continue to ensure its conplenmentarity
and added-value with respect to other work in this area.

Item 4: Scope for expanding exports of developing countries in specific
services sectors through all GATS modes of supply, taking into account
their interrelationship, the role of information technology and of new
business practices

A. Addressed to national Governments
19. The following policy initiatives could be taken at the national |evel:

(a) Identify barriers to service exports, for exanmple by circulating
guestionnaires to the private sector with respect to problens faced
by the latter;

(b) Facilitate the liberalization of market access through neasures to
strengt hen producer services, inter alia, through outsourcing;

(c) Apply policies to encourage enterprises to take advantage of market
access opportunities for the novenent of natural persons, in ways
whi ch reduce brain drain and facilitate the acquisition of skills;

(d) Identify areas of conparative advantage in | abour-intensive services
so as to facilitate their active participation in the next round of
GATS (Ceneral Agreement on Trade in Services) negotiations; and

(e) Accel erate the inclusion of services and their |iberalization in the
context of subregional arrangenments and strengthen cooperative efforts

through such arrangenents to prepare for the next round of GATS
negoti ati ons.

B. Addressed to the international community

20. The international community is invited to take the following initiatives:



(a)

(b)

(c)
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Exam ne the effective inplenentation of, in particular, article IV and
article XIX of GATS in the context of the developnent of the
gui del i nes for GATS negoti ati ons;

Foster conditions conducive to the transfer of technology to firnms in
devel oping countries, as well as the diffusion to the devel oping
countries of technologies in the public domain; and

Assi st the secretariats of UNCTAD and the World Trade Organi zation

(WIOQ) in inproving services statistics to neet the needs of policy
makers and trade negotiators for the next round of GATS negotiations.

C. Addressed to UNCTAD

21. UNCTAD should, in close cooperation with other relevant international
organi zations and within existing resources:

(a)

(b)

(c)

(d)

(e)

(f)

(9)

(h)

Prepare jointly with WO an assessment of the inpact on devel oping
countries of |iberalization under GATS

Undertake a systematic analysis to identify possible opportunities for
expanding trade, so as to facilitate the preparation of requests in
the GATS negoti ati ons;

Anal yse recent devel opnents in trade and conpetition issues in service
sectors;

Conti nue work on the MAST (Measures Affecting Service Trade) database
with a view to supporting countries which wish to inplenent it to
strengthen their negotiating capacity, and evaluate its functioning
with a particular focus on the utilization of recent devel opnments in
the field of informati on technol ogy;

Assi st devel oping countries, especially LDCs, as a followup activity
of the Hi gh-level Meeting on Integrated Initiatives for Least
Devel oped Countries’ Trade Devel opment, in inproving their supply
capacity in the area of trade in services through, inter alia, human
resource devel opnent, institutional capacity-building, access to
rel evant new technol ogi es and setting up adequate | egislation

Conti nue work on the Coordi nated African Programre of Assistance in
Services (CAPAS) and extend it to other interested African countries;

Take part in an international conference in Tunisia, organized by the
Wrld Tourism Organi zati on, to consi der ways and neans of inproving
the relationship between developing countries’ tourism service
suppliers and travel agents from consumer countries in order to
achi eve a sustainable tourist industry; and

Prepare, in cooperation with WIQ, a list of econom c needs tests in
the schedul es of specific conmtnments under GATS and propose ways and
means to introduce a greater degree of transparency and predictability
in the application of such tests.
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INTERGOVERNMENTAL GROUP OF EXPERTS ON COMPETITION LAW AND POLICY

AGREED CONCLUSIONS

The Intergovernnental G oup of Experts on Conpetition Law and Policy,

Recalling the Set of Miultilaterally Agreed Equitable Principles and Rul es
for the Control of Restrictive Business Practices and the Third United Nations
Conference to Review Al Aspects of the Set of Miltilaterally Agreed Equitable
Principles and Rules for the Control of Restrictive Business Practices,

Taking note of CGeneral Assenbly resolution 52/182 of 18 Decenber 1997, which
endorsed the change of nanme of the Intergovernnental Goup of Experts on
Restrictive Business Practices to the Intergovernnental Goup of Experts on
Conpetition Law and Policy, and the convening of a fourth United Nations
Conference to Review Al Aspects of the Set of Miltilaterally Agreed Equitable
Principles and Rules for the Control of Restrictive Business Practices,

Taking note with appreciati on of the cooperation taking place with the Wrld
Trade Organi zation and other organizations active in the field of conpetition |aw
and policy,

Taking note also with appreciation of the docunentation prepared by the
UNCTAD secretariat for the present neeting,

1. Reaffirms the fundanmental role of conpetition |law and policy for sound
econonmi ¢ devel opnent; recognizes the inportance of strengthened international
cooperation in the area of conpetition |aw and policy; and in this connection
recommends the continuation of the inportant and useful work programre being
carried out on conpetition law and policy issues wthin the UNCTAD
i nt ergovernnental machi nery, which has the active support and participation of the
conpetition law and policy authorities of member States;

2. Recalls that the Intergovernmental G oup of Experts on Conpetition Law
and Policy has been able to nobilize a high I evel of participation of experts and
practitioners fromcapitals, which has allowed it to discuss technical and policy
issues in an informal and constructive setting. These worki ng met hods have enabl ed
the Intergovernmental G oup of Experts to pursue its objectives of clarifying and
el uci dating principles, concepts and policy issues concerning the formul ati on and
enf orcement of conpetition law and policy. The exchange of experiences and
information by menmber States, in particular during the informl consultations of
the Intergovernmental G oup of Experts, continues to contribute to a better
under st andi ng of the issues concerned, capacity-building for individual countries
and the pronotion of international cooperation in this area;

3. lnvites the Secretary-General of UNCTAD to continue cooperation with the
Wrld Trade Organization and other organizations working in the area of
conpetition | aw and policy;

4. lnvites the Secretary-General of UNCTAD, in view of the fact that the
1999 session of the Intergovernnental G oup of Experts will be the | ast neeting
of the G oup before the Fourth Review Conference in 2000, to prepare a prelimnary
assessment of the operation of the Set of Miltilaterally Agreed Equitable
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Principles and Rules for the Control of Restrictive Business Practices since the
Third Revi ew Conference;

5. Takes note with appreciation of the voluntary financial and other
contributions received fromnenber States and invites all nmenber States to assi st
UNCTAD on a voluntary basis in its technical cooperation activities by providing
experts, training facilities or financial resources; requests the UNCTAD
secretariat to pursue its technical cooperation activities within the avail able
resources, taking into account the deliberations and consultations that took place
at the present session; and invites the Secretary-CGeneral of UNCTAD to explore the
feasibility of supporting training and capacity-building on a regional basis
wi thin the avail abl e resources;

6. Recommends that the consultations at the next neeting of the
I ntergovernnmental Group of Experts should focus on the foll ow ng topics:

(a) The relationship between the conpetition authority and relevant
regul atory agencies, especially in respect of the privatization and
denonopol i zati on processes;

(b) International nmerger controls, in particular where they have effects
i n devel opi ng countries; and

(c) The creation of a culture of conpetition

7. Requests the UNCTAD secretariat to prepare for consideration by the next
meeting of the Intergovernnental G oup of Experts:

(a) A report on the experiences gained so far wth internationa
cooperation on conpetition policy issues and the nechanisns used,
taking into account commentary and information to be received from
menber States by 31 January 1999;

(b) An updated review of technical assistance, taking into account the
information to be submitted by nenber States and international
organi zations no later than 31 January 1999; and

(c) A prelimnary report on how conpetition policy addresses the exercise
of intellectual property rights;

8. Requests the secretariat to continue to publish the follow ng docunents
on a regul ar basis and to nake them avail able on the Internet:

(i) Further issues of the Handbook on Conpetition Legislation, including
regi onal and international instrunents;

(ii) A revised version of the Commentary to the Moddel Law, taking into
account in particular new trends in nerger control

(iii) An updated version of the Directory of Conpetition Authorities; and

(iv) An information note on recent inportant conpetition cases, wth
special reference to conpetition cases involving nore than one
country, and taking into account information to be received from
menber States.
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EXPERT MEETING ON EXISTING REGIONAL AND MULTILATERAL INVESTMENT
AGREEMENTS AND THEIR DEVELOPMENT DIMENSIONS

I. AGREED CONCLUSIONS

1. The Expert Meeting reviewed regional and nultilateral investnment agreenments
i n pursuance of the mandate given in paragraph 89 (b) of "A Partnership for G owh
and Devel opment” to identify and analyse inplications for devel opment of issues
relevant to a possible nultilateral franmework on investnment. The neeting focused
on the objectives of regional and multilateral instrunents and the question of
definition of investnment in existing investnent agreenents, paying particular
attention to their devel opnent di nension. It had a broad discussion of these
subj ect s.

2. As regards the question of definition, the Expert Meeting discussed, in
particul ar, the advantages and di sadvantages for devel opnent of broad and narrow
definitions of "investnent". It concluded that these provisions raise questions
that are both difficult and conplex, and, at the sane time, very inportant because
they interact with and define the scope of all other provisions. The Expert

Meeting recognized the inmportance of developing a know edge base concerning
countries’ experience with different types of definitions and recommended that the
secretariat should prepare an analysis of such provisions in international

i nvest ment agreenents.

3. The Expert Meeting observed that devel opnent is an inportant objective of
international investnment agreenents. How this can be achieved remains a critica
i ssue that needs to be exami ned further. The experts felt that further work coul d
be undertaken to elucidate devel opnent dinensions that need to be taken into
consi derati on when fornul ating international investnent agreenents.

4, The Expert Meeting also felt that, in order to help clarify the conplex
issues related to international i nvestment agreenents, al | appropriate
st akehol ders nmay be heard, so as to shed further light on the interrel ationships
between international investment agreenents and econom ¢ growth and devel opnment.
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EXPERT MEETING ON THE GROWTH OF DOMESTIC CAPITAL MARKETS,
PARTICULARLY IN DEVELOPING COUNTRIES, AND ITS RELATIONSHIP
WITH FOREIGN PORTFOLIO INVESTMENT

I. AGREED CONCLUSIONS

a lively discussion on the issues related to the relationship between

the grom h of donestic capital markets and foreign portfolio investnment, a comron

under st and

(i)

(i)

(iii)

(iv)

(v)

ng on the follow ng issues energed:

It was recognized that portfolio investnent 1is assuming an
increasing inportance as one of the sources of finance for
devel oping countries and countries in transition, as well as
i ndustrialized countries. Furthernore, as the donestic financia
system beconmes nore sophisticated, the distinction between foreign
direct investnent and foreign portfolio investnent may becone
blurred due to the fact that direct investors can use financial
engi neering techniques to convert foreign direct investnent into a
more liquid formof investnent.

If the benefits of the free novenent of capital flows are to be
retai ned, the problenms of financial instability and negative soci o-
econom c effects of financial turnoil need to be addressed at the
nati onal and international |evels. In a world of highly nobile
capital flows and financial instability, sound macroeconomc
fundamentals and appropriate nonetary and fiscal policies are
necessary, but they are not sufficient on their own to attract
stabl e investnent flows and avoid financial turmoil.

It was al so agreed that the existence of a healthy financial system
governed by a good regul atory franework and strong supervision which
woul d oversee the operations of the banking sector and the
securities and insurance sectors, is an inportant prerequisite in
preventing financial crises. The potenti al benefits  of
internationally agreed principles, such as the Basle Conmttee Core
Principles for Effective Banking Supervision, were recognized.

Di scussion on the ongoing process of financial liberalization
suggests that countries may prefer to adopt a prudent and well -
sequenced process of internal and external financial |iberalization

according to the level of their developnent and particular
ci rcunmstances, analysing the effects of each liberalization phase
bef ore proceedi ng further

It is also necessary to encourage donestic savings and the
devel opnment of donestic capital markets and institutional investors,
i ncluding collective investnment schenes such as pension funds and
nmutual funds, so as not to be dependent on external financing of
investment. This would also help to mnimze the consequences of
i nternational financial crises.



(vi)

(vii)

(Viii)

(i x)

(x)
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The choice and mai ntenance of an appropri ate exchange-rate regine,
according to the specific circunmstances of each country, also plays
an inportant role in reducing financial instability.

It was agreed that regional cooperation should be encouraged in
order to strengthen the capacity of countries of the sane region to
cope with financial instability. Such cooperation could take the
form of nonetary and financial cooperati on, as well as
standardi zation of financial disclosure rules, accounting standards
and enforcenent rules.

It is of the utnost inportance to increase the transparency of
information at the macro- and nicro-level of a country. The
transparency and quality of financial information concerning market
operators and the standardi zati on of statistical data and financia
statenents are al so essenti al

It is also of the utnpst inportance to inprove the current gl oba
financial system in response to the challenges posed by the
gl obal i zati on of financial markets.

It is recormended that UNCTAD should continue to exam ne mneasures
that woul d hel p devel opi ng countries, especially the | east devel oped
countries, to design adequate policies to attract stable foreign
investment flows. The UNCTAD secretariat should continue to work in
this area in cooperation with other relevant international and
regi onal institutions.



INTERGOVERNMENTAL WORKING GROUP OF EXPERTS ON INTERNATIONAL
STANDARDS OF ACCOUNTING AND REPORTING

ON INTERNATIONAL STANDARDS OF ACCOUNTING AND REPORTING

For Governments and the international community

1. Account and reporting for the environment has beconme increasing
relevant to enterprises (whether they be businesses, non-profit organizations or
tions) because how
an enterprise's environnental performance affects its financial health is o
i ncreasing concern to investors, creditors, governnments and the public at | arge.
users of financial statenents want to know the extent of a conpany’
envi ronment al exposure and how the conpany is managing its environnmental costs and
In order to inprove the quality of accounting and reporting fo
environmental costs and liabilities, policy makers and national standard-setters
ore gui dance on how the traditional financial accounting framework
could be used to produce useful information on environnental transactions and
rf or mance. e
Intergovernnental Working Goup of Experts on International Standards of
and Reporting (ISAR) is put forward for the consideration o
Gover nnment s, o]
both the quality of environnental accou

2. IS requests Governments and international and regi onal organizations t
assi st UNCTAD in the dissem nation of |ISAR s position paper, including cooperating

B. Strengthening of the profession in developing countries
and economies iIn transition

G ven the need to strengthen the accountancy profession in devel oping
and economies in transition so that accountability and financia
transparency are increased in both the public and private sectors,

Cal | s upon CGovernnents and international and regi onal organizat
with AD to create an enabling environment for the developnment of the
specifically by closing the education gap between the devel oped an
devel opi ng countries by undertaking the follow ng neasures:

devel opnent of a global curriculumto serve as a
courses of studies needed to educate fully qualified accountants capabl e of

- i dent and el aboration of any other requirenents necessary to

- support to UNCTAD s programe for |ong-d
countries, particularly in Francophone African countries.



C. Accounting for small and medium-size enterprises

4, G ven the significant contributions small and medi um si ze enterprises (SMES)
make to the effective functioning of the market econony and to the generation of
enpl oynent, growth and sustai nabl e devel opnent, and the necessity to determine the
appropri ateness of international accounting standards for use by SMEs,

Call's upon Governnents to cooperate with UNCTAD in the identification of the
accounting needs of SMEs in their countries and to provide information on any
accounting rules currently in force for SMEs.

For the UNCTAD secretariat

A. Asian crisis and disclosure

5. UNCTAD shoul d undertake together with the Asian countries in the Goup a
research project on the recent Asian financial crisis from the perspective of
accounting and auditing, identifying roomfor inmprovenent in the accounting and
auditing systems and drawi ng |essons for the prevention of future crises, and
shoul d report back to | SAR as soon as possible.

B. Environmental accounting

6. UNCTAD shoul d publish and dissem nate | SAR s position paper on accounting
and financial reporting for environnmental costs and liabilities as wdely as
possi bl e. Al so, it should include in International Accounting and Reporting
Issues: 1998 Review the position paper and the two background documents -

"Accounting and reporting for environmental liabilities and costs within the
existing financial reporting framework" and "Linking environnmental and financia
performance: A survey of best practice techniques”. The annual Review shoul d be

published in at |east three official |anguages in order to enhance its useful ness
to devel opi ng countri es.

7. UNCTAD shoul d prepare training materials based on the Review for use in
regi onal workshops and organi ze with interested parties workshops in environnental
accounting for devel oping countries and economes in transition

8. UNCTAD shoul d continue its research on the devel opnment of environnmenta
perfornmance indicators which could be linked to financial performance indicators.
It should request the 1ASC, I FAC, 1SO UNEP and other relevant organizations such
as NG to join in a cooperative effort, and it should report back the results of
this work to | SAR at an appropriate tine.

C. Accounting education

9. UNCTAD shoul d continue its work on the devel opnent of a gl obal curricul um
in cooperation with rel evant bodies such as |IFAC, ASCA and ACCA, as well as on
ot her requirenents necessary for producing fully qualified accountants. It should

report back its results to ISAR at its sixteenth session
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10. UNCTAD should continue its efforts to strengthen |ong-distance |earning
programmes in Francophone Africa in cooperation wth other organizations
speci alized in distance-|earning and seek funding for this programe.

D. Accounting for SMEs

11. UNCTAD shoul d begin work on this topic and report back to the seventeenth
session of ISAR  Specifically, it should:

- anal yse the accounting and reporting needs of SMES in various devel oped and
devel opi ng countries and economies in transition

- determ ne the appropriateness of international accounting standards for use
by SMEs;

- identify best practices anong various countries in accounting for SMES;

- make prelimnary recommendati ons for el aborating an accounting and reporting
nmodel (basic rules and formats) for use in devel oped and devel oping
countries and economies in transition with a view to pronoting the
har moni zati on of practices in different countries;

- devel op training nodul es for accounting by SMEs, particularly for UNCTAD s
EMPRETEC pr ogr ame.

E. Government accounting

12. Taking into account the fact that there is a need for devel opi ng standards
for government accounting, UNCTAD shoul d conmm ssion studies, resources permtting,
of the present practices in governnment accounting for possible future
consideration by the Group as an agenda item

Annex to recommendations

Position paper: Accounting and financial reporting
for environmental costs and liabilities

A. Purpose and Focus of the Position Paper

1. Since the late 1980s, the Intergovernmental Wrking Goup of Experts on
I nternational Standards of Accounting and Reporting (I SAR) has given extensive
attention to issues relating to environmental accounting, and has undertaken a
nunber of surveys at the national as well as at the enterprise level. In 1991

it reached agreenent on a nunber of itens that it felt could be considered by the
board of directors for disclosure in its report or managenent di scussion, in order
to deal with rel evant environnmental issues. 1In 1995, its thirteenth session was
devoted exclusively to the subject of environmental accounting. During that
session, |SAR noted that although considerable research was already under way,
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a significant effort was still required to study and evaluate the information
bei ng produced, so as to identify the nost appropriate gui dance that should be
given to Governnents and other interested parties. It concluded that providing

such gui dance was inportant. Wthout its pronpt devel opnent, |SAR felt that
differences woul d arise, and nenber States woul d subsequently find themselves in
the position of having to reconcile their independent standards and procedures
with those of other nenmber States.

2. The purpose of this Position Paper on Accounting and Financial Reporting for
Environmental Costs and Liabilities is to provide assistance to enterprises,
regul ators and standard-setting bodies on what is considered best practice in
accounting for environmental transactions and events in the financial statenents
and associ ated notes. The sections on neasurenent and presentation are based on
a synthesis of positions devel oped, or being devel oped, by standard-setting and
ot her organizations, and includes extracts taken from some of the related
docunments. The section on disclosure is nore extensive than that contained in the
docunents referred to, and includes sonme of the disclosures previously proposed
by | SAR.

3. | SAR recogni zes that a nunber of these issues are under consideration by the
International Accounting Standards Committee (1 ASC). This Position Paper attenpts
to bring together in one place nost of the issues which have been raised in

corporate accounting and reporting of environnmental inpacts. It is unlikely that
the ASC wi Il issue such a conmprehensive statenent in the near future. It is nore
likely that it will incorporate environmental issues in each of its individua

standards, as appropriate. This approach could take a number of years.

4, The focus of this Position Paper s on the accountability of the management
of an enterprise for financial implications of managing the environmental
resources entrusted to it and that are linked to the enterprise”s activity.

5. The stated objective of financial statements as contained in the Objectives
of Financial Statements issued by I SAR (1989) is to provide information about the
financial position of an enterprise, which is useful to a wide range of users in
meki ng decisions and is necessary for the accountability of managenment for
resources entrusted to it. The environnent is a resource that is significant to
many enterprises, and it nust be managed efficiently for the benefit of both the
enterprise and society.

B. Need to Account for Environmental Costs and Liabilities

6. Accounting for the environment has beconme increasingly relevant to
enterprises (whether they be businesses, non-profit organizations or governnent
enterprises, such as municipalities and crown corporations) because issues such
as the pollution of the environment have beconme a more prom nent econom ¢, soci al
and political problemthroughout the world. Steps are being taken at the nati onal
and international level to protect the environment and to reduce, prevent and
mtigate the effects of pollution. As a consequence, there is a trend for
enterprises to disclose to the comunity at large information about their
envi ronnmental policies, environnental objectives and programes undertaken, and
the costs and benefits related to these policies, objectives and programes, and
to disclose and provide for environnental risks.
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7. How an enterprise’ s environmental performance affects its financial health
and how financial information relating to such performance can be used to assess
environmental risk, and the management of such risk, are often matters of concern
to investors and their advisers. Creditors have simlar needs, but an added
factor is the possibility of having to take on the responsibility for rectifying
envi ronnent al danage should a debtor default on a loan for which it has pl edged
| and as security; the amount involved may be significantly greater than that of
the original |oan. Owners and sharehol ders are particularly interested because
of the potential inpact environmental costs may have on the financial return on
their investnent in the enterprise. O her interested parties would include
custoners, suppliers, regulators, the general public, and those acting on their
behal f. The information provided should be presented in such a manner as not to
j eopar di ze business confidentiality in sensitive areas or the conpetitive position
of the enterprise.

C. Scope

8. Thi s Position Paper deals with accounting for and reporting of environnental
costs and liabilities arising fromtransactions and events that affect, or wll
likely affect, the financial position and results of an enterprise and, as such

shoul d be reported in an enterprise’s financial statenments. The recognition and
measur emrent of costs or events that are not absorbed by the enterprise are not
cover ed. Exanpl es of such costs (often referred to as external costs) can
include those relating to the negative inpacts of air pollution and water
pol lution on the environment, which are borne by society at |arge rather than the
enterprise.

D. Definitions

9. The following terns are used in this Position Paper with the neanings
speci fi ed:

The environment conprises our natural physical surroundings and
includes air, water, land, flora, fauna and non-renewabl e resources,
such as fossil fuels and mnerals.

An asset is a resource controlled by an enterprise as a result of
past events and from which future econonmic benefits are expected to
flowto the enterprise

A liability is a present obligation of the enterprise arising from
past events, the settlenment of which is expected to result in an
outflow from the enterprise of resources enbodying economc
benefits.

A contingent liability is a potential obligation arising from past
events that exists at the bal ance sheet date, but whose outconme wll
be confirmed only on the occurrence or non-occurrence of one or nore
uncertain future events that are outside the control of the
enterprise.

Environmental costs conprise the costs of steps taken, or required
to be taken, to manage the environmental inpacts of an enterprise’s
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activity in an environnentally responsi bl e manner, as well as other
costs driven by the environmental objectives and requirenents of the
enterprise. ¥

Environmental assets are environnmental costs that are capitalized
because they satisfy the criteria for recognition as an asset.

Environmental liabilities are obligations relating to environnenta
costs that are incurred by an enterprise and that neet the criteria
for recognition as a liability. Wen the amunt or timng of the

expenditure that wll be incurred to settle the liability is
uncertain, "environnental Iliabilities" are referred to in sone
countries as "provisions for environmental liabilities".

To capitalize is to record an environmental cost as an integral part of a
rel ated asset, or as a separate asset, as appropriate.

An obligation is a duty or responsibility to others that entails
settlement, by future transfer or use of assets, provision of services or
ot her yielding of econom c benefits, at a specified or determ nabl e date,
on occurrence of a specified event, or on demand.

A legal obligation is a statutory, regulatory or contractually based
obligation. A constructive obligation is one that can be created, inferred
or construed fromthe facts in a particular situation, rather than being
l egally based,? or that arises fromethical or noral considerations and
that an enterprise has little or no discretion to avoid.

10. Accounting for environnental costs and liabilities is covered by various
basi ¢ concepts of accounting that have evolved. O particular relevance are the
definitions of "liabilities" and "assets". Additional disclosures my, however,

be necessary or desirable to fully reflect various environmental inpacts arising
fromthe activities of a particular enterprise or industry.

E. Recognition of Environmental Costs

11. Environmental costs should be recognized in the period in which they are
first identified. If the criteria for recognition as an asset have been met, they
should be capitalized and amortized to the income statement over the current and
appropriate future periods; otherwise they should be charged to the income
statement immediately.

12. Issues relating to environnental costs centre on the period or periods in
whi ch costs should be recognized, and whether they should be capitalized or
charged to income.

v Exanpl es include costs of disposal and avoi dance of waste,
preserving or inproving air quality, cleaning upo oil spills, renoving
asbestos from buil di ngs, researching for nore environnmentally friendly
products, and carrying out environnental audits and inspections. As noted in
par agraph 45, what is included as an environnental cost will require
j udgenent .

Fi nes, penalties and conpensation would be regarded as environnmentally
related costs, and would not be included in this definition of environnenta
costs, but would be disclosed separately.

2 For exanple, there nmay not be any |egal obligation for an
enterprise to clean up an oil spill in a particular juristiction, but the
enterprise's reputation, and its future ability to operate in that
jurisdiction, may be significantly at risk if it fails to do so.

¥ Sonetinmes referred to as an equitable obligation
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13. In some cases, an environmental cost may relate to danage that has occurred
in a prior period. Exanpl es include environnental damage to property that
occurred prior to acquisition, an accident or other activities in a prior period
that now require clean up, clean up of property disposed of in a prior period, and
costs of disposing or treating hazardous waste created in a prior period.
Accounti ng standards, however, generally preclude environnental costs from being
treated as a prior period adjustnent unless there is a change in accounting policy
or unless there was a fundanental error. The exanples referred to above woul d,
therefore, generally not qualify as prior period adjustnents.

14. Environmental costs should be capitalized if they relate, directly or
indirectly, to future economic benefits that will flow to the enterprise through:

(a) iIncreasing the capacity, or improving the safety or efficiency of
other assets owned by the enterprise;

(b) reducing or preventing environmental contamination likely to occur as
a result of future operations; or

(c) conserving the environment.

15. The definition of an asset indicates that where a cost incurred by an
enterprise will result in future econonmic benefits, it would be capitalized and
charged to inconme in the periods in which those benefits are expected to be
realized. Environnental costs that conply with such a criterion would, therefore,
be capitalized. Capitalization is also considered appropriate when environnenta
costs are incurred for safety or environnental reasons, or where they reduce or
prevent potential contam nation, or conserve the environment for the future
While they may not directly increase econom c benefits, incurring such costs may
be necessary if the enterprise is to obtain, or continue to obtain, future
econom ¢ benefits fromits other assets.

16. Many environnmental costs do not result in a future benefit, or are not
sufficiently closely related to future benefits to enable themto be capitalized.
Exampl es woul d include treatnment of waste products, clean up costs relating to
current operating activities, clean up of danmage incurred by the reporting
enterprise itself in a prior period, ongoing environnental adm nistration, and
environnmental audits. Fines and penalties for non-conpliance with environnmenta
regul ati ons, and conpensation to third parties for environnental damage, are
regarded as environmentally related costs, and are also instances of costs
incurred that do not result in future benefits. Such costs would therefore be
charged to the inconme statenment inmrediately.

17. When an environmental cost that is recognized as an asset is related to
another asset, it should be included as an integral part of that asset, and not
recognized separately.

18. In nmost instances, environnental costs that are capitalized are related to
anot her capital asset. There is no specific or separate future benefit that
results fromincurring the environmental costs thenselves. The future benefit of
such costs lies in another productive asset that is used in the enterprise’s
operations. For example, the renoval of asbestos from a building does not in
itself result in a future econom c or environnental benefit. It is the building
that receives the benefit. It would therefore be inappropriate to recogni ze such
asbestos rempoval as a separate asset. A piece of machinery that renoves pollution
fromthe water or atnosphere, on the other hand, could have a specific or separate
future benefit and could, therefore, be recognized separately.

19. When an environmental cost is capitalized and included as an integral part
of another asset, the combined asset should be tested for impairment and, where
appropriate, written down to its recoverable amount.

20. The integration of capitalized environmental costs with the related asset
could, in sone instances, result in the conbined asset being recorded above
recoverable amount. Consequently, the conbined asset should be tested for
impairnment. Simlarly, capitalized environnental costs recognized as a separate
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asset should also be tested for inpairnment.? VWi lst the recognition and
measur ement of environnental inpairnment involves the sane principles as other
fornms of inmpairnment, the uncertainties may be greater. In particular, the "stigm"
effect of environmental pollution on the value of neighbouring properties has to
be consi dered.

F. Recognition of Environmental Liabilities

21. An environmental liability would normally be recognized when there is an
obligation on the part of the enterprise to incur an environmental cost.

22. An obligation does not have to be legally enforceable for an environnenta
liability to be recognized. There may be cases where an enterprise has a
constructive obligation, where there is no | egal obligation or where there is an
expansion on the |egal obligation. For example, it my be the enterprise’s

established policy to clean up contam nation to a higher standard than that
required by | aw, because its business reputation would be affected if it did not
live up to this conmtnent, or because it is the right and proper thing to do

For an environnental liability to be recognized in such situations, however, there
has to be a commtnent on the part of the managenent of an enterprise to incur the
rel ated environnental costs (for exanple, a board decision recorded in mnutes
that are publicly available, or comuni cated by way of a public announcenent). At
the same time, an enterprise should not be precluded from recognizing an
environmental liability sinply because its managenent, at a later date, is unable
to nmeet the commtment. If this eventuality does occur, there should be disclosure
of that fact in the notes to the financial statenents, together with the reason
why the enterprise’s managenment is unable to neet the conmm tnent.

23. In rare situations, it may not be possible to estinmate, in whole or in part,
the amount of an environmental liability. This does not exenpt an enterprise from
disclosing the fact that there is an environmental liability. In such a

situation, the fact that no estimate can be made, together with the reason
t herefor, should be disclosed in the notes to the financial statenents.

24, When environmental damage relates to the enterprise’s own property, or 1is
caused by the enterprise’s operations and activities to other property for which
there is no obligation on the enterprise’s part to rectify, consideration should
be given to disclosing the extent of the damage in the notes to the financial
statements or iIn a section of the report outside the financial statements
themselves. When there is a reasonable possibility that such damage may have to
be rectified iIn some future period, a contingent liability may have to be
disclosed.

25. Al t hough there may not be an obligation at the bal ance sheet date for an
enterprise to rectify environmental damage, the situation may change in future
peri ods, for exanple because of new |l egislation or a decision by the enterprise
to dispose of its property, in which case there will then be an obligation. In any
event, owners and sharehol ders are entitled to know the extent to which there is
envi ronment al damage to the enterprise’s own property, as well as to the property
of others.

26. Costs relating to site restoration or the closure or removal of long-lived
assets which the enterprise is under an obligation to incur should be recognized
as an environmental liability at the time of identifying the need to undertake the
remedial action relating to such site restoration, closure or removal. In the case
of long-term decommissioning costs, however, an enterprise may choose to provide
for such costs over the life of the related operations.

¢ Refer to the work being undertaken by the |1 ASC on "I npairnent of
Assets" for further guidance on this subject.
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27. Since the obligation relating to future site restoration or closure or
removal of long-lived assets arises when the related damage to the environnment
originally occurs, an environmental liability would be recognized at that tine,

and not deferred until the activity is conpleted or the site is closed. Because
of their nature, however, an enterprise may choose to recogni ze decommi ssi oni ng
costs over the life of the related operations (see paragraph 40).

28. Future site restoration costs, which relate to damage incurred in prior
periods which were necessary to prepare an asset or activity for operation, and
which are recognized as an environmental liability at the time the related damage
is Incurred, should be capitalized.

29. In many situations, environmental damage has to be incurred before an
enterprise can commence a particular activity and al so throughout the Iife of that
activity. For exanple, mning operations could not be comrenced w thout related
excavation work being undertaken. Enterprises are frequently required to undertake
site restoration once the activity has been conpleted. Such restoration costs
woul d be accrued when the environnmental damage to which they relate is incurred
(see paragraphs 26 and 27). The ampbunt would al so be capitalized and anorti zed
to the income statenment over the life of the rel ated operations.

G. Recognition of Recoveries

30. An expected recovery from a third party should not be netted against the
environmental liability, but should be separately recorded as an asset, unless
there is a legal right of set off. Where the amount is netted because there is
a legal right of set off, the gross amounts of both the environmental liability
and the recovery should be disclosed.

31. In nost cases, an enterprise will remain primarily liable for the whole of
the environnmental liability in question such that if the third party fails to pay
for any reason, the entity would have to neet the full cost. If the enterprise is
not responsible for the third party’'s portion should it default, only the
enterprise’s portion would be recorded as an environnmental liability.

32. Expected proceeds from the sale of related property and salvage proceeds
should not be netted against an environmental liability.

33. For an asset with limted life, salvage and residual values are nornmally
taken into consideration in arriving at the anbunt to be anortized. It would be
doubl e counting to reduce an environnmental liability by such anounts.

H. Measurement of Environmental Liabilities

34. When there is difficulty in estimating an environmental liability, the best
possible estimate should be provided. Details on how the estimate was arrived at
should be disclosed in the notes to the financial statements. In those rare
situations where no estimate can be provided, this fact and the reasons therefor
should be disclosed in the notes to the financial statements.

35. In some situations, an estimate of an environmental liability nmay be
difficult to determ ne because of the uncertainty about a nunmber of factors. Such
factors include the extent and type of hazardous substances at a site, the range
of technol ogies that can be used, and evol ving standards as to what constitutes



- 32 -

acceptabl e renedi ati on. Even though it may not be practical to estimte the actual
liability, it will often be possible to estimate a "range of loss". In such an
i nstance, the best estimate within the range should be provided. Were it is not
possible to arrive at a "best estimate”, at |least the mninmm esti mate shoul d be
recogni zed. It would be a rare situation when no estimate can be made. In such a
case, note disclosure should be provided.

36. For environmental liabilities that will not be settled in the near term,
ISAR expresses a preference for measuring the liability at the present value of
the estimated future expenditures that will be needed, based on the current cost
of performing the required activities and existing legal and other requirements.
Measuring the liability at the full current cost amount is also considered
acceptable. For long-term decommissioning costs, providing for the anticipated
future expenditures over the life of the related operations is also considered
acceptable. The approach used should be disclosed. Where the provisioning
approach is used, the estimated amount of the full provision needed to cover the
long-term decommissioning costs should also be disclosed.

37. A nunber of approaches have been proposed for neasuring liabilities relating
to future site restoration, or closure and renoval, costs and for other situations
where expenditures relating to the settlenment of the liability are not expected
to be incurred for a considerable period of time. They include the follow ng:

(a) the "present value" approach;
(b) the "current cost" approach

(c) providing for the anticipated expenditures over the life of the
rel ated operations.

Both the present value approach and the current cost approach require the
determi nation of the estimated cost of performng the site restoration, closure
or renoval activities in the current period based on existing conditions and | ega
requi renents (the current cost estimate). Under the current cost approach, this
amount woul d be reflected as the environnmental liability. Under the present val ue
approach, however, the neasurement of the environmental liability would be based
on the present value of the estimated future cash outflows required to satisfy the
obligations. Providing for the anticipated expenditures over the life of the
rel ated operati ons woul d be based on an estimate of the cash outflows that woul d
eventual |y be required, rather than the anmount that would currently be required.

38. The present val ue approach requires additional information about the tinme
val ue of nmoney and the factors that may affect the timng and anount of the
estimated cash flows required to satisfy the obligations. Those latter itens
attenpt to estimate the outcone of future events and, consequently, increase the
| evel of uncertainty about that approach. As a result, sone believe that the
reliability of the present val ue approach is not sufficient to require recognition
of a liability in the financial statements. They believe that the current cost
approach is inherently nore reliable than the present val ue approach because of
t he absence of uncertainties about future events.

39. O hers believe, however, that the decision useful ness of the current cost
approach decreases with increases in the length of tine between the initia
recognition of the liability and its eventual settlenent, and that the rel evance
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of the present val ue approach outwei ghs the perceived reliability of the current
cost approach.

40. In sone industries, it is acceptable practice to provide for long-term
decommi ssioning costs over the life of the related operations, for exanple with
respect to the deconm ssioning of drilling platforms or nucl ear power plants. The

reasons for applying this practice are often pragmatic, in that it may avoid what
sone see as excessive volatility in reported incone and financial position brought
about by changes in the estinmates of such costs.

41. In measuring an environnental liability based on the present val ue approach
the discount rate used to neasure present value would normally be a risk-free
rate, such as that used for a government security that has a simlar term
Advances in technol ogies that are expected to take place in the near term would
be taken into consideration, but those of a longer-term nature would not be
consi dered. Expected inflation that will affect the costs to be incurred would
also be taken into consideration. Further, the anmount of the environnental
l[iability woul d be revi ewed each year, and adjusted for any changes made in the
assunptions used in arriving at the estimated future expenditures. Measurenent of
a new or additional obligation will be based on factors relevant to the period in
whi ch that obligation arises.

42. For environmental liabilities that will be settled in the near term the
current cost approach would normally be used.

1. Disclosure ¥

43. Di scl osure of information relating to environmental costs and liabilities
is inmportant for the purpose of clarifying or providing further explanation of the
itens included in the bal ance sheet or the income statenent. Such discl osures can
be included in those financial statenents, in the notes to the financia
statenents or, in certain cases, in a section of the report outside the financia
statements thenselves. In deciding on whether an item of information, or an
aggregate of such items, should be disclosed, consideration should be given to
whether the itemis material. In determining materiality, consideration would be
given not only to the significance of the anpunt, but also to the significance of
the nature of the item

Environmental costs

44, The types of items that an enterprise has identified as environmental costs
should be disclosed.

45, Environnmental costs arise in a nunmber of ways. Costs incurred by an
enterprise may inprove the operational efficiency of the enterprise, as well as
its environmental efficiency. What is included as an environmental cost wll
require judgement. Sonme enterprises may choose to include only those costs that
are "wholly and exclusively" attributable to environmental neasures. O hers may
choose to make an arbitrary allocation when a cost is only partly environnental .
Di scl osure of what has been included as an environnmental cost should, therefore,
be provi ded.

¥ | SAR acknow edges that the disclosure proposed goes beyond that
advocated by standard-setting organi zations. On the other hand, mnim
disclosure is currently being provided by nost enterprises.
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46. The amount of environmental costs charged to income, distinguished between
operating and non-operating costs and analysed in a manner appropriate to the
nature and size of the business and/or the types of environmental issues relevant
to the enterprise, and the amount of environmental costs capitalized during the
period, should be disclosed in the notes to the financial statements.

47. The types of itens identified could include, but would not necessarily be
restricted to: liquid effluent treatnment; waste, gas and air treatnent; solid
waste treatnent; site restoration; renediation; recycling;, and analysis, contro
and conpli ance.

48. Environmentally related costs incurred as a result of fines and penalties
for non-compliance with environmental regulations and compensation to third

parties as a result of loss or Injury caused by past environmental pollution and
damage should be separately disclosed.

49. Fi nes, penalties and conmpensation are different from other types of
environmental costs in that they provide no benefit or return to the enterprise.
Separate disclosure is therefore appropriate.

50. An environmental cost recorded as an extraordinary item should be separately
disclosed.
Environmental liabilities

51. Environmental liabilities should be separately disclosed either in the
balance sheet or in the notes to the financial statements.

52. The basis used to measure environmental liabilities (the present value
approach, or the current cost approach) should be disclosed.

53. For each material class of liabilities, the following should be disclosed:
() a brief description of the nature of the liabilities;
(b) a general indication of the timing and terms of their settlement.

When there is significant uncertainty over the amounts of the liabilities, or the
timing of settlement, this fact should be disclosed.

54. Any significant measurement uncertainties relating to a recognized
environmental liability and the range of possible outcomes should be disclosed.

55. Where the present val ue approach has been used as the basis of neasurenent,
consi deration would be given to disclosing all assunptions critical to estimating
the future cash outflows and the environmental Iliability recognized in the

financial statenments, including:

(a) the current cost estimate of settling the environnenta
liability;

(b) the estimated long-termrate of inflation used in conmputing the
environnmental liability;

(c) the estimated future cost of settlenent;



(d) the di scount rate(s).

56. The disclosure called for in paragraphs 51 to 55 will assist users of the
information in their assessment of the nature, timng and extent of an
enterprise’s commtment of its future financial resources.

Accounting policies

57. Any accounting policies that specifically relate to environmental
liabilities and costs should be disclosed.

General

58. The nature of environmental liabilities and costs recognized 1in the
financial statements should be disclosed, including, inter alia, a brief
description of any environmental damage, any laws or regulations that require its
remediation, and any reasonably expected changes to these laws or to existing
technology that are reflected in the amount provided for.

59. The type of environmental issues that are pertinent to an entity and its
industry should be disclosed, including:

(1) the formal policy and programmes that have been adopted by the
entity;

(i) in cases where no such policy and programmes exist, this fact
should be stated;

(ain) the iImprovements in key areas that have been made since the
introduction of the policy, or over the past five years,
whichever is shorter;

(iv) the extent to which environmental protection measures have been
undertaken owing to government legislation, and the extent to
which government requirements (for example, a timetable for the
reduction of emissions) have been achieved;

w) any material proceedings under environmental laws.¥

60. It would be desirable to disclose any governnment incentives, such as grants
and tax concessions, provided with respect to environnmental protection neasures.

61. The di scl osure advocated in paragraphs 58 to 60 could be provided either in
the notes to the financial statenments or in a separate section outside the
financial statenents. It enables wusers of the information to assess an

enterprise’s current and future prospects regarding the inpact of environnenta
performance on the financial position of the enterprise.

& This is taken from | SAR s Concl usi ons on Accounting and Reporting
by Transnational Corporations (United Nations publication, Sales No.
E.94.11.A , New York), paragraph 209



COMMISSION ON INVESTMENT, TECHNOLOGY AND RELATED FINANCIAL ISSUES

AGREED CONCLUSIONS OF THE COMMISSION AT ITS THIRD SESSION

(Agenda items 3 and 4)

Item 3: Recent developments in foreign direct investment trends and policies

1. The Conm ssion recognizes that investnent policy today is a fundanenta
el ement of national devel opnent strategi es, and al so recogni zes the role that FDI
plays in integrating countries into the world econony. Against this background,
the Commr ssion stresses the inportance of technical assistance in national
capacity-building for the design and inplenentati on of such policies, as well as
an exchange of experiences and policy reviews in this regard. The Conm ssion al so
recognizes that nearly all countries are pursuing policies to attract FDI.
Efforts should be made to help build capacities and create nechanisns in
devel oping countries and especially LDCs so that they can effectively realize
their investnment potentials, including through negotiating and pronotion
t echni ques.

2. The Conm ssion recognizes that many countries in Africa have nmade
considerable efforts to attract FD through inprovenents in their investnent
climte. The Conmi ssion underlines that there is potential on the African

continent to attract additional FD and that consistent policies in this respect
hel p, as would a change in the undifferentiated negative i mage of the continent.
In this respect, the Commission requests that the fact sheet prepared by the
secretariat, entitled "Foreign direct investment in Africa: performance and
potential", be updated and be nmade wi dely available, including by posting it on
the Internet and translating it into other |anguages. The Commi ssion calls on the
international comunity to assist African countries in their efforts to create a
sound investment climate, including through continued technical assistance
activities in this area and other appropriate measures.

3. The Conmi ssion notes the resilience of FDI flows to Asia so far, in spite
of the financial instability in this region, in which the volatility of short-term
capital flows played a role. The Comm ssion also notes the increase in FDI flows
during 1997 into Latin Anerican and the Caribbean countries. At the sane tine,
t he Commi ssion notes that financial instability creates greater uncertainty in the
i nvestment environnment. Therefore, it requests UNCTAD to continue to pay regard
to the inpact of financial instability on FD flows, including the factors
affecting these flows. It also requests UNCTAD to prepare and di ssem nate fact
sheets on FDI in Asian devel oping countries, as well as Latin American and the
Cari bbean countri es.

4. The Commi ssion reaffirnms the inportant role of FDI, recognizing the conpl ex
interrelationship between various types of capital flows, especially between
foreign portfolio flows and FDI flows, and requests that further study be nade of
their characteristics, simlarities, conplenentarities and differences, as well
as of the devel opnent inpact and policy inplications arising therefrom The
results should be made available in a conprehensive study covering all regions.
In this context, it is inportant that UNCTAD cooperate with international banking
and financial institutions and other appropriate organizations so as to benefit
fromgreater synergy effects.
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5. The Commi ssion recogni zes the need for stable and well-supervised financia
markets and institutions and financial transparency, including appropriate
reporting and accounting rules, in the context of broader appropriate
macroeconom c policies to attract stable investnent flows into devel oping
countries, and particularly into developnent-priority areas. An effective
nmobi |'i zati on of donestic savings can play an inmportant role in reducing the
vul nerability to external novenments of capital. In this connection, the

Conmi ssion invites UNCTAD to continue its technical assistance activities geared
towards capacity-building in devel oping countries in policies related to the area
of private capital flows.

6. The Conmi ssion exam ned the Report of the Expert Meeting on the G owh of
Donmestic Capital Markets, particularly in Developing Countries, and its
Rel ati onship with Foreign Portfolio Investnents, and accepted those of its
recommendati ons such as contained in these agreed concl usions.

7. The Commi ssion further requests that the materials, docunents and sunmaries
of publications prepared by the secretariat, including materials prepared for the
Conmi ssion and its Expert Meetings, be made available on the Internet in a tinmely
and effective manner, in accordance with existing rules and regul ati ons.

8. UNCTAD s techni cal assistance activities in this area should be undertaken
within existing resources and in accordance with the agreed plans on technica
assistance. At the same tinme, UNCTAD invites potential donor countries to provide
contributions in order to further strengthen these activities.

Item 4: Examining and reviewing existing agreements on investment to identify
their implications for development, as called for in paragraph 89(b) of
"A Partnership for Growth and Development™

9. The Conmmi ssion recogni zes the inportance of the issues related to FDI and
devel opnent, in particular those related to international investnent agreenents
at all levels, and the need to pay attention to how these agreenents can help to

increase the FDI flows and further the objective of devel opnent.

10. The Commission stresses the conplexity of the issues involved in
international investment agreenents, in particular as they relate to pronotion of
i nvestment, econonmic growth and the devel oprment di mensi on

11. In this context, the Commission takes note of the Report of the Expert
Meeting on Existing Regional and Miltilateral |nvestnment Agreenents and their
Devel opnent Di nensi ons, conmends the work being carried out by the secretariat in
i dentifying and analysing inplications for devel opment of issues relevant to a
possible multilateral franmework on investnent, taking into account the interests
of developing countries and bearing in mnd the work undertaken by other
organi zations, in pursuance of the Mdrand mandate, and expresses its gratitude
for the voluntary contributions nmade by countries to the trust fund on a possible
MFI, which have made the inplenentation of this work programre possible.

12. The Conmi ssion further recognizes that UNCTAD can contribute to a better
understanding of the developnment inplications of international investnent
agreements and that this task requires further analytical and capacity-building
work. In this context, the Conm ssion |ooks forward to, anong other things, the
series of issues papers being prepared by the secretariat in the framework of its
programe on a possible nmultilateral investnment framework.
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EXPERT MEETING ON THE IMPACT OF GOVERNMENT POLICY AND GOVERNMENT/PRIVATE
ACTION IN STIMULATING INTER-FIRM PARTNERSHIPS REGARDING TECHNOLOGY,
PRODUCTION AND MARKETING, WITH PARTICULAR EMPHASIS ON NORTH-SOUTH AND
SOUTH-SOUTH LINKAGES IN PROMOTING TECHNOLOGY TRANSFERS (KNOW-HOW,
MANAGEMENT EXPERTISE) AND TRADE FOR SME DEVELOPMENT

. RECOMMENDATIONS ADOPTED BY THE EXPERT MEETING

Preamble

1. The experts reaffirmed the inportance of inter-firm cooperation in enabling
firms to neet the challenges of the new international conpetitive environnment.
Inter-firm agreenments cover a variety of arrangenents between snmall, medi um and
| arge enterprises, including licensing and subcontracting relationships,
technol ogy, marketing and other fornms of strategic partnering. Inter-firm
cooperation could be an effective mechanismfor capacity-building in areas such
as technol ogy, product and process quality inprovements, marketing and manageri al
know- how, particularly for small and mediumsized enterprises (SMES). Wi | e
inter-firmcooperation is relatively wi despread in devel oped countries, evidence
shows that firms in devel oping countries and economies in transition face certain
obstacles in participating in such arrangenments. The experts discussed the main
conditions for successful partnering. These include the identification of the
right partner, the need for a common vision, trust and strong notivation, clarity
of organizational structures and a thorough preparation based on adequate
informati on. The experts recogni zed that there is a vast diversity of country
situations, requiring differentiated responses wth regard to inter-firm
cooperation, particularly in the | east devel oped countries (LDCs).

2. The di scussion at the Expert Meeting rai sed a nunber of issues that resulted
in specific recomrendations in terms of policy options and guidelines for
different actors involved in the process of building inter-firmcooperation: for
governnments and national organizations in ternms of setting the general policy
framework and infrastructure, and in terns of providing direct services to SMES
at the local level; for the international comunity in ternms of building bilatera
or multilateral technical cooperation programes fostering inter-firm cooperation
and for UNCTAD.

Policy options and practical measures
to promote inter-firm cooperation

A. Recomendat i ons addressed to governnents and national organi zations

3. Governnent policies should focus on creating and maintaining an overal
macroeconom ¢ environment ("enabling environment") conducive to inter-firm
cooperation. This includes providing close support to enterprises and encouragi ng
the creation of efficient, flexible and i ndependent |ocal organizations such as
busi ness associ ati ons, chanbers of comerce and i ndustry associ ati ons.

4, Covernnents shoul d ensure that the |egal framework is favourable to inter-
firmcooperation and define clearly the | egal and regul atory measures that govern
busi ness and inter-firm transactions and collaboration, such as the system of
property rights, contract |law, commercial |aw, special tax neasures and di spute
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settlenment. In addition, it is inmportant that governments ensure effective and
efficient inplementation of their | egal and regul atory measures.

5. To enhance successful and economically viable partnering, government
policies should facilitate the devel opnent of |ocal technol ogical, managerial and
organi zational capabilities. |In order to have a "partnership-ready"” enterprise

sector, it is essential to create the necessary capabilities in terms of human
resources and institutional infrastructure by enhancing the educational |evel and
skill formation of the |labour force through ongoing general and vocational
training and an adequate institutional framework for apprenticeship and
craftsmanship. Particular efforts are required in LDCs.

6. Governnents and private sector bodies need to play an active role in
preparing the ground for inter-firm partnerships through, anong other measures,
rai sing awareness of the potential benefits from such partnershi ps and providing
local firms with access to information as well as the right mx of financial and

techni cal support where needed. Measures should also include access to
i ndependent advice at various stages of a partnership, for exanmple during initial
negoti ati ons or when consolidating a partnership. In this regard, governnents

should work with private and public sector bodies to systematically collect
information on the progress being made in locating partners for technol ogy,
production and marketing cooperation and in identifying the different types of
arrangenents being entered into with a view to dissem nating "best practices”.

7. Measures are necessary at all levels of government to foster the pronotion
and application of R&D results in industry with a view to strengthening the
ability of firns to participate in international production networks. Governments
could pronote interaction between firns and R&D institutions or universities
t hrough such neans as technol ogy centres and parks. Such |linkages are essentia
for training and the provision of skills to enterprises, especially SMEs.

8. I nvest ment pronotion agencies, public and private sector bodi es and acadenic
institutions should be encouraged to pronote the upgrading of |ocal technol ogica
and nanageri al capacity through inter-firmarrangenents such as joint ventures and
subcontracting and franchi sing rel ationshi ps, through study tours and by securing
gover nment support for R&D

B. Recommendati ons addressed to the international community
9. The international comunity should enhance inter-firm cooperation through
providing access to capital, technology, managerial knowhow and adequate

financing on the npbst concessional terms to SMEs in developing countries,
particularly in the | east devel oped countri es.

10. In support of national and regional initiatives to pronmote inter-firm
cooperation, corresponding efforts should be nade at the level of nultilatera

and/or bilateral cooperation. These efforts could include the creation of inter-
firm cooperation opportunities (e.g. through pilot projects, fairs, study tours),
training of staff from interested firns, facilitating technology transfer,
provi sion of experts, financial assistance to support structures as well as

information services. International cooperation schenes in devel oping countries
and economes in transition should address the requirenments of nodern production
(e.g. quality control, just-in-time production). Partnering agencies could also

assi st "woul d-be partners" to better articulate their objectives, focusing on
trust-buil ding processes and devel oping activities designed for this purpose.
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C. Recomendat i ons addressed to UNCTAD

11. Several initiatives could be undertaken by UNCTAD i n cooperation with other
i nternational organizations, such as UNIDO, | TC and UNDP, to support the process
of inter-firm cooperation. There is a need to (a) identify best practices in
promoting inter-firm cooperation; (b) develop criteria and checklists of
conditions, capacities and attitudes which make compani es "partnership-ready”,
taking into account |local conditions; (c) provide advice to governnents in
creating an appropriate policy environment for inter-firmcooperation as well as
advice on policy options within specific sectors; (d) address the needs of |east
devel oped countries at the pre-collaboration | evel by identifying ways of enabling
enterprises to build contractual trust through their legal systens, good-wll
trust by creating a common vision anong the partners and technical trust by
strengt heni ng their technol ogi cal and rmanagerial capabilities to carry out agreed
tasks; (e) establish an electronic network of North-South and South-South
partnering programmes in the area of inter-firm cooperation, including useful
information on intermediary match-maki ng agencies, within UNCTAD s website and
link it on-line to the EMPRETEC and the WAI PA networks; and (f) undertake a pil ot
project, if extra budgetary resources are made avail able, pronoting networks of
support services at the regional |evel.
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EXPERT MEETING ON CLUSTERING AND NETWORKING FOR SME DEVELOPMENT

1. AGREED CONCLUSIONS AND RECOMMENDATIONS

1. The Expert Meeting reaffirmed the inportance of SMEs and their critica

contribution to enploynment, growh and developrment. It is also recognized that
gl obalization has brought with it a new conpetitive environnment and hence new
requi renents for sustained conpetitiveness and cooperation on the part of firns
everywhere in the world

2. The experts noted that clustering is a phenomenon in industrial devel oprment
and thus over tine the nunber of firnms in a given branch and in a given |ocation
may restructure and grow. An energing cluster attracts additional firms since
i nputs, machinery and qualified workers are easily avail abl e.

3. The experts also pointed out that clusters with intensive cooperation
between firnms, and firns and institutions, are nuch nore rare, especially in
devel opi ng countries and economes in transition. But it is this type of cluster
that offers specific advantages and growh opportunities. Wthin a cluster of
cooperative firms SMES have nore opportunity to becone internationally conpetitive
and to penetrate the global market. Clusters are often integrated into nationa
and i nternational networks which conplenment spatially concentrated clusters.

4, The experts discussed the relevance of clustering and networking for SME
devel opnent, including the critical role of governnents at all |evels, business
associ ati ons and ot her support institutions, including financial and educationa

institutions, and NG both individually and collectively in helping clusters and
networks to grow sustainably. The experts made the recommendati ons set out bel ow
to the Conmi ssion on Enterprise, Business Facilitation and Devel opnent.

5. Considering the deep economic, social and political crisis facing npst
African countries, and taking into account the key inmportance of SMEs in Africa,
it is highly recormended that special attention and assistance be accorded by
local, national and international actors to the pronotion and devel opnent of SMEs
for ensuring the sustainabl e devel opnment of the continent.

Addressed to governments

6. Policy makers at all levels are invited to review their traditional
i ndustrial devel opnent policies with respect to both manufacturing and services
and to give appropriate priority to pronoting clustering and networking as an
effective strategy for SME devel opnent.

7. Central governnents, particularly in devel oping countries and economes in
transition, are invited to mmintain their focus on creating an enabling
macr oeconom ¢ environnment, and a favourable |egal and regulatory framework, and
provi ding basic infrastructure and services, including education, which encourage
clusters and cooperation between firms. They are invited also to establish the
appropriate level of decentralization for policy formulation and inplenentation

and for support neasures for SME devel opment.

8. Governnents, together w th non-governmental actors and public-private
partnerships, are invited to aimat strengthening not only tangi ble but also and
specifically intangi ble |ocational factors such as inproving capabilities and
responsi veness of |ocal admnistrations, providing real services and strengthening
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an innovative mlieu which would |ead to positive linkages within the donestic
econony and greater transfer of skills and technol ogy. The experts suggested that
this approach could also hel p address the problem of poor backward and forward
I i nkages and the |ow | evel of technology and skills transfer

9. G ven the inportance of information and know edge acquisition and
di ssem nation for the growth of dynamic clusters, neasures should be taken to
i mprove the exchange of information and transfer of know edge through initiatives
such as the exchange of personnel between firnms, universities and vocational and
techni cal schools, and the utilization of university outreach programes for SMEs,
benchmar ki ng, nonitoring and experi ence exchange progranmres.

10. G ven that neasures to stinmulate SME clustering and networking will need to
be formul ated and i npl enented at the | ocal and regional |evels, governnents shoul d
encourage and enpower neso-level institutions (e.qg. trade, professional and

busi ness associ ati ons, NGOs and SME support systens) to play an active role in
pronmoti ng SME networking and clustering rather than assisting individual firnms.

11. Busi ness incubators, i nnovation centres and technology parks are
denonstrating effectiveness in creating successful enterprises, economc
revitalization and other benefits, and should be initiated under appropriate
conditions by wuniversities, public-private partnerships and other agencies.
Covernnents are invited to consider supporting such business devel opnent centres.
Such organi zati ons shoul d be operated in a business-1like way.

12. Experts stressed the potential benefit of effective private-public
partnership to support the energence of a |ocal developnent vision and the
i npl enentation of actions to give effect to that vision. Governnments at al

| evel s are therefore encouraged to foster continuous and effective dial ogue and
consultation with the private sector in the policy-nmaking process.

13. Governments should seek to achieve a balance between policies which
stinul ate both conpetition and cooperative behavi our which inproves efficiency and
conpetitiveness.

Addressed to government, the international community and civil society

14. Leadership and trust, which are crucial for effective networking and
clustering, should be nurtured through innovative programes which focus on
bringing together a critical mass of comm tted and dynami c entrepreneurs.

15. Bearing in mnd that policies and programmes nust be tailored to the stage
of evolution in the cluster, network or enterprise, governments, the international
community and civil society are invited to pronote SME clustering and networKking
t hrough neasures such as:

. creating SME networking opportunities (e.g. semnars, fairs,
study tours, exchange of staff);

. devel opi ng manual s drawi ng on the expertise and experience of
the relevant bodies on how to create and run a business
associ ation, business incubator, innovation centre, export

production village and special economc zone, taking into
account the stage of devel opnent and cul tural diversity;



. encour agi ng cooperati on anong service providers, and avoi di ng
oversuppl ying and overl appi ng busi ness devel opment servi ces;

. pronmoting support systenms which are initially partially
subsidized, particularly when directed to innovation and
venture creation.

16. Bilateral and nultil ateral bodi es shoul d:

. pronote networking and periodic information exchange on their
programes and projects;

. work together to increase the synergy ampong their programres,
in particular between those which offer financial services and
those which offer non-financial services.

17. The cost-effectiveness of alternative SME support programes now needs to
be verified by the responsible agencies. These programmes need to be eval uated
on the basis of agreed indicators such as inpact, sustainability, replicability,
skills enhancement and |inkages, inpact on directly assisted businesses and ot her
busi nesses, nmeso-level institutions and busi ness-government |inks.

Addressed to UNCTAD

18. UNCTAD shoul d prepare a study on innovative, non-fiscal incentives which can
be used to stinulate clustering, pronote investnent, develop positive |inkages
within the donmestic econony and bring about a greater transfer of skills and
t echnol ogy.

19. G ven the importance of creating a culture of innovation within firms, the
experts recomended that UNCTAD work together with other UN agencies (UNI DO, |TC,
ILO, UNDP etc.) to realize the benefits from conplenentary SME progranmnes.

20. G ven the inmportance of the proper choice of business devel opnent services,
UNCTAD in association with the Comrittee of Donor Agencies on Small Enterprise
Devel opment should study evaluation nethodol ogies and advise governments on
appropriate evaluation nethods for different circunstances. In this context,
UNCTAD i s requested to take action on the recomendati on of the Expert Meeting on
Governnent and Private Sector Roles and Interactions in SME Devel opment, held in
July 1997.
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EXPERT MEETING ON CAPACITY BUILDING IN THE AREA OF ELECTRONIC
COMMERCE: HUMAN RESOURCE DEVELOPMENT

1. AGREED RECOMMENDATIONS

A. Background

1. Experts recognize the inportance of electronic comrerce for trade and
devel opnment, and the significance of UNCTAD s contribution to current and future
activities affecting electronic comerce. They consider in particular that
UNCTAD has a conparative advantage in its ability to conbine an analytical and
an operational approach to the issues related to electronic comrerce. It also
has the conparative advantage of being able to offer a cross-sectoral approach
to electronic comrerce, benefiting fromits mandate and expertise in a |arge
array of trade-supporting sectors and activities, including trade facilitation

custons, banking, insurance and transport. These conparative advantages are
especially inportant in addressing the training needs of devel oping countries,
particularly those of the | east devel oped countri es.

B. Importance of human resources development
for electronic commerce

2. Considering the fast pace of technological change, as well as the
specificity of the legal, regulatory, social and econonm c chall enges raised by
the energence of electronic comerce, it is of primary inportance that all
countries should benefit fromadequate tools for the devel opnent of the necessary
human resources in this area. Particular inportance should be given to enhancing
the capacity of smaller firnms (small and mediumsized enterprises) to participate
in electronic commerce

3. The experts consider that nuch effort is needed to enhance devel oping
countries’ capabilities to better grasp the neaning and possible inmpact of
el ectronic commerce. The provision of definitions, analyses and econoni c studies
of the trade-and-devel opment inpact of electronic comrerce (as well as of
existing proposals related to electronic comrerce) will be critically inportant
in this respect.

4, The experts enphasi ze that enhanced know edge, experience and awareness in
the area of electronic commerce will contribute to increasing the |evel of
interest and the quality of participation of developing countries in
i nternational discussions relevant to electronic conmerce, including those on
standards. Such collective efforts will thus contribute to the setting of a
framework for global electronic comerce with positive benefits for al
partici pants.

C. Recommendations to UNCTAD
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5. In cooperation with the relevant institutions, UNCTAD should pursue its
techni cal cooperation activities in the area of human resource devel opnent for
el ectronic comerce, in particular through the training of trainers. Three main
targets should benefit from UNCTAD s assistance in this area, namely:

(i) Pol i cy makers and negoti ators;

(ii) Smal | and nedi um si zed enterprise managers and trade
practitioners;

(iii) Techni ci ans, including specialists in electronic data interchange
and the Internet.

6. UNCTAD is called upon to pursue its work in the follow ng areas:

(i) Conceptual and quantitative anal yses of the inpact of electronic
comerce on trade and devel oprent;

(ii) O gani zation of regional seminars to raise the | evel of awareness
of nmenber States about the possibilities and challenges of
el ectronic comrerce, as well as about the current state of
speci fic debates (proposals for a global framework for electronic
conmmerce, international negotiations and di scussi ons being held in
various institutions);

(iii) Producti on and di ssem nation of training packages for electronic
conmerce, in particular through its TRAI NFORTRADE/ el ectronic trade
initiatives, undertaken in cooperation w th other organizations
and financed by the United Nations Devel opment Progranmme (UNDP);
the use of nodern interactive techniques, including CD ROM and
Internet-based techniques, as well as of distance-I|earning
packages, shoul d be encouraged, taking into account |ocal cultura
and | anguage specificities;

(iv) Use of the d obal Trade Point Network as an instrunent for the
di ssem nation of training tools for electronic coomerce, and as an
instrument for the continuous exchange of information and
experiences among the practitioners of electronic comrerce. In
this respect, specific attention should be given to nonographic
training courses on contenporary software trends and the
application of advanced technol ogies to el ectroni c conmerce.

7. In order to provide the nost tinely and relevant tools for human resources
devel opnment in el ectronic comrerce, UNCTAD should actively pursue its policy of
inter-institutional cooperation, and nobilize substantive contributions from
other institutions such as the Wrld Trade Organi zation (WO, the Internationa

Labour Organisation (I1LO), the International Telecomrunication Union (I1TU), the
International Trade Centre (1TC), the World Intellectual Property O ganization
(WPQO), the United Nations Commi ssion on International Trade Law (UNCI TRAL),

UNDP, the United Nations Institute for Training and Research (UNI TAR), the
International Bank for Reconstruction and Devel opment (1BRD), the Internationa

Monetary Fund (I MF), the Organisation for Econom ¢ Co-operation and Devel opnent
(CECD), the International Chanber of Commerce (ICC), the Internet Society, the
Uni ted Nations regional conm ssions and other regional organizations. In the
context of such cooperation, UNCTAD could play a significant role in sensitizing
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such institutions to the inportance of addressing el ectronic commerce in their
own training activities.

8. The experts pointed to the need for potential donors and contributing
partners to support financially and technically UNCTAD s efforts in this
i mportant area.

9. The experts encouraged UNCTAD to pursue its efforts in building
partnerships with civil society to offer proper training tools in the area of
el ectroni c conmerce. It was considered that the holding of the Partners for

Devel opnent neeting in Lyon, France, from 9 to 12 Novenber 1998, offered a
hi storical opportunity to intensify those efforts. The Lyon neeting, follow ng
both the WI'O mi nisterial meeting of May 1998, and the OECD ministerial neeting
to be held in Otawa, Canada, in Cctober 1998, would provide an opportunity to
stinulate positive contributions fromall countries to the creation of a globa
framework for el ectronic commrerce
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COMMISSION ON ENTERPRISE, BUSINESS FACILITATION AND DEVELOPMENT

AGREED CONCLUSIONS AND RECOMMENDATIONS ADOPTED BY
THE COMMISSION AT ITS THIRD SESSION

Agenda item 3: The implications of the post-Uruguay Round economic
environment Tor enterprise development, including policy
issues relevant to inter-firm cooperation, clustering and
networking

1. G obalization and the post-Uuguay Round have brought with them a new
conpetitive environment and hence new requi rements for sustained conpetitiveness
on the part of firms. |In this context, the Comm ssion noted that international
partnering, networking and clustering within localities are some of the best ways
to build and sustain the kind of conpetitiveness that small and medi umsized
enterprises (SMEs) need to survive and grow in a gl obalizing econony.

2. The Commi ssion, taking note of the recomendations in the reports of the
expert neetings on inter-firm partnerships and on clustering and networking
(contained in docunments TDY B/ COM 3/12 and TD/ B/ COM 3/ 14 respectively), agreed on
the followi ng specific reconmendations with regard to agenda item 3.

A. Addressed to Governments

3. CGovernnments, particularly in developing countries and economes in
transition, are invited to continue their efforts to create an enabling
macr oeconom ¢ environnent and provide basic infrastructure and services,
i ncl udi ng education, to pronote private sector and SME devel opnent, incl uding,
inter alia, inter-firm partnerships.

4, For this purpose, Governments are invited to pronote basic conditions such
as a legal framework that includes a system of property rights, contract | aw,
conmerci al | aw and bankruptcy | aws, and a sound conpetition climate. Governnents
are also invited to devel op | ocal capital markets and nobilize donestic savi ngs
to facilitate the access of SMEs to finance.

5. Successful neasures to stinmulate enterprise clustering and networKking
require a constructive partnership between the public and private sectors and
must provi de demand-driven responses oriented to local conditions. Governnents
are accordingly invited to establish appropriate neans which enpower and
encourage neso-level institutions to effectively support enterprise devel opnent,
including, in particular, inter-firmcooperation

B. Addressed to the international community

6. Wi | e devel opi ng countries have the primary responsibility for devel opi ng
and pronmoting their enterprise sector, appropriate policies and support measures
by the international community are of critical inportance. These may include the
provision of targeted technical assistance, access to information networks, and
strengthening support for research and developnment systenms through the
enhancenent of |inkages with enterprises, universities and research institutions,
as well as other appropriate channels.



- 48 -

7. A broad-based effort on the part of the international conmunity is needed
to assist SMEs in developing countries to nmeet internationally recognized
standards. The international community should build awareness of the existence
of such standards, provide information on how these standards can be nmet and
provi de rel ated assi stance.

8. A major challenge facing SMEs is access to finance. The internationa
comunity should support and pronote research on the feasibility of enhancing,
designing and creating special financial mechanisnms to neet SMES' needs.

9. The international comunity is invited to facilitate inter-firm cooperation
by contributing to the provision of access to capital, technol ogy and nanageri al
know how, particularly in the | east devel oped countri es.

10. In support of national and regional initiatives to pronmote inter-firm
cooperation, corresponding efforts should be nade at the level of nultilatera
and/or bilateral cooperation. These efforts could include: support for

progranmmes fostering the creation of inter-firm cooperation opportunities (e.g.
through pilot projects, fairs, study tours, or website linkages); the training
of staff frominterested firns; facilitating technology transfer; the provision
of experts; and financial assistance to support structures as well as information

services. I nternational cooperation schenes in developing countries and
econom es in transition should address the requirenments of nodern production
met hods (e.g. quality control, just-in-tinme production). Partnering agencies

could also assist would-be partners in better articulating their objectives,
focusing on trust-building processes and devel oping activities designed for this
pur pose.

C. Addressed to UNCTAD

11. UNCTAD is requested to conplete expeditiously work mandated by previous
sessions of the Conm ssion and to undertake the foll ow ng tasks:

12. UNCTAD, in cooperation and coordination wth other international
organi zations, is requested to help devel oping countries integrate into networks
of research institutions (in devel opi ng and devel oped countries) on networKking,
partnering and clustering issues in order to enable these countries to benefit
fromtheir research results.

13. UNCTAD shoul d exam ne the feasibility, within the context of the EMPRETEC
programre, of ways and neans of increasing the access of SMEs to finance,
i ncluding international venture capital

14. UNCTAD should undertake case studies to identify best practices in
promoting inter-firm cooperation with a view to developing criteria and
checklists of <conditions, capacities and attitudes which nake conpanies
"partnership-ready”; this includes addressing the needs of the |east devel oped
countries at the pre-collaboration |level by identifying ways of enabling
enterprises to build contractual trust through their |egal systems, goodw ||
trust by creating a common vision anmong the partners and technical trust by
strengt hening their technol ogi cal and managerial capabilities to carry out agreed
t asks.
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15. UNCTAD shoul d provide advice to governnents on creating an appropriate
policy environment for inter-firmcooperation as well as advice on policy options
wi thin specific sectors.

16. UNCTAD should conpile information or an inventory with a view to
establishing, if necessary, an electronic network of North-South and Sout h- South
partnering programes, relevant associations and organizations engaged in
pronmoting inter-firm cooperation, including useful information on internmediary
mat chmaki ng agencies, using UNCTAD s website and linking it on-line to the
EMPRETEC and the WAIPA (Wbrld Association of Investnment Pronotion Agencies)
net wor ks.

17. UNCTAD shoul d prepare a study on innovative, non-fiscal incentives which
can be used to stimulate clustering, pronote investnent, develop positive
i nkages within the donestic econony and bring about a greater transfer of skills
and technol ogy.

18. UNCTAD shoul d al so continue and expand its existing technical assistance
programmes for developing countries, which are relevant for enterprise
devel opnent such as EMPRETEC, TRAI NFORTRADE and ot hers. The |east devel oped
countries should have priority in the assistance provided by UNCTAD. The
specific needs of certain developing countries with structurally weak and
vul nerabl e econom es should be addressed. UNCTAD should continue to provide
techni cal assistance to economies in transition

19. The Commi ssion agreed to convene the followi ng expert meeting under agenda
item 3:

Devel opnent of sustainable |ocal services and national and internationa
support neasures including financial and non-financial services, human
resource devel opnent, access to information and an assessnment of access
to technol ogies, to inprove and pronote the role and capacity of small and
medi um si zed enterprises in devel oping countries within the framework of
a di al ogue between the private and the public sector

Agenda item 4: The 1impact and relevance of electronic commerce on trade
growth and development

20. In the years to cone, the devel opnent of electronic commerce will affect
fundanmentally the functioning of international trade. The participation of
devel opi ng countries - in particular the | east devel oped countries, and certain
devel oping countries with structurally weak and vul nerable economies - and
countries with economies in transition, and in particular of their enterprise
sectors, in electronic comrerce will be an essential ingredient for growth and
weal th creation at the gl obal |evel.

21. However, present inequalities in access to underlying infrastructures (such
as tel ecomuni cations) and networks (such as the Internet) need to be addressed
if the potential benefits of electronic commerce are to be realized in a truly
gl obal fashion. Equally inportant in this respect will be the ability of these
countries to access relevant information about the technical, |egal, econom c and
policy issues raised by the rapid devel opnment of el ectronic comrerce.

22. In this context, the "Partners for Devel opnent” neeting (held in Lyon,
France, from9 to 12 Novenber 1998) constitutes a positive contribution towards
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a common under standi ng of the devel oprment di mensi on of el ectronic comrerce. The
Commi ssion considers that the pursuance of this positive approach could
contribute to the work towards an international framework for electronic
commer ce

23. The Conmi ssion expresses its appreciation to the secretariat for the
quality of the analytical documentation produced for its third session, and
stresses the inportance of analytical documentation in raising awareness anong
menber States of the potential benefits and obstacles specific to the devel opnent
di mension of electronic comrerce and in deepening understanding of policy
i nplications. It considers that UNCTAD can nmake a significant and positive
contribution to the current debate on el ectronic comerce by pursuing such work,
whil e focusing on issues related to trade and devel opnent. This should be done
in cooperation with international organizations which have a specific interest
in the field of electronic conmerce.

24, The Commi ssion takes note of the recomrendati ons of the expert meeting on
"Capacity-building in the area of electronic commerce: human resource
devel opnent™, contained in docunment TD/ B/ COM 3/13

A. Addressed to Governments

25. Governments are invited to provide the proper legal and regulatory
environment for the rapid development of electronic comerce and its
di ssemi nation anong enterprises, especially small and nmedi um si zed enterprises
with a viewtowards, inter alia, facilitating interoperability. |In particular

policy measures likely to encourage investnent in |ocal telecomunications
infrastructures and Internet connectivity should be considered as a precondition
for the enhancenent of the participation of all countries in electronic conmerce.

26. Both the private sector and the public sector have inportant contributions
to make to the design of the national and international rules and guidelines
which will allow a fair and truly global dissemnation of the benefits of

el ectronic commerce. Governnents are invited to pay appropriate attention to the
experience and expertise of their own enterprises in the area of electronic
commer ce

27. Governments are invited to pursue their efforts to give appropriate
consideration to the devel opnent inpact of the possible rules and regul ations
they could adopt nationally, regionally and internationally in the field of
el ectroni c conmerce

B. Addressed to the international community

28. The international community is invited to strengthen assistance to these
countries in the following priority areas:

(a) Rai si ng the awareness of governnent officials, trade practitioners
and entrepreneurs about the various |egal, technical and economc
di nensi ons of electronic commerce, and their potential inpact on the
ability of +these countries to participate nore actively in
i nternational trade
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(b) Offering practical learning and information tools to enhance the
ability of such countries and their enterprises to use the
techni ques of electronic comrerce effectively;

(c) St rengt heni ng devel oping countries’ ability to enhance their trade
efficiency through the use of electronic neans;

(d) Provi ding necessary assistance to these countries in capacity-
building and in setting up the necessary l|legal and regulatory
framework to benefit fromelectronic comerce

(e) Facilitating broader participation of these countries in the work
towards an international framework for electronic comrerce

C. Addressed to UNCTAD

29. The Conmi ssion takes note of the existing cooperation between UNCTAD and
ot her relevant international and regional organizations which have relevance in
the field of electronic commerce and stresses the inportance of further enhancing
such cooperation.

30. The Commission requests that UNCTAD gather information relevant to
devel opnent-rel ated dinmensions of electronic comerce and that this be posted
on UNCTAD s website. Such information could include devel opment-related

programes of international organizations as well as basic statistics on Internet
access and connectivity.

31. The UNCTAD secretariat is encouraged to pursue its analytical and research
work on the links between el ectronic commerce and devel opnent, w th special focus
on nmeasures and policies likely to enhance the ability of these countries to
participate nore fully in global electronic comerce. The secretariat is
encouraged to approach other rel evant organi zations to produce joint studies in
areas of particular interest to these countries. Specific inportance should
continue to be attached to the |inks between electronic commerce and trade
facilitation. Such  work should be nade available to other relevant
organi zations, in particular the Wrld Trade O gani zati on (WO .

32. The Conm ssion requests UNCTAD to organi ze regional electronic conmerce
wor kshops; enphasi s shoul d be put in such workshops on stinulating exchanges of
experiences anobng enterprises having a practical knowl edge of electronic
commer ce

33. The Conmi ssion takes note of the secretariat’s revised proposals for the
Trade Efficiency Assessnment Methodol ogy (TEAM and encourages the secretariat to
approach possi bl e donors to expand, if necessary, to other countries the val uable
exercise carried out in Canbodi a.

34. The Conmi ssion takes into account and supports UNCTAD s work in the area
of electronic comerce. Concerning the Trade Point Programme, the Conmi ssion
reserves its conclusions for its next session in the light of the ongoing
di scussion on the in-depth review of that programe in the Wirking Party on the
Medi umterm Pl an and the Progranme Budget.

35. The Commi ssion agreed to convene the followi ng expert meeting under agenda
item 4:
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Capacity-building in the area of electronic comerce: |egal and regul atory
di mensi ons:

(a) Potenti al inpact on devel oping countries of the | egal and regul atory
proposal s currently being discussed in international foruns;

(b) Capacities and policies to be considered by devel opi ng countries and
the international community to stinulate the participation of
smal l er players (including small and nedi umsized enterprises and
| east devel oped countries) in global electronic comerce.

It decided to nmandate its extended Bureau to consider the topic for the second
expert neeting under this agenda item
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SIXTEENTH EXECUTIVE SESSION

1. DECISIONS ADOPTED BY THE TRADE AND DEVELOPMENT BOARD
AT ITS SIXTEENTH EXECUTIVE SESSION

Decision 445 (EX-16): Action by the Trade and Development Board on the
implementation by UNCTAD of the outcome of the
High-level Meeting on Integrated Initiatives for
Least Developed Countries” Trade Development

The Trade and Devel opnent Board,

1. Takes note of the report of the High-level Meeting (W/COMID 12);

2. Endorses the Integrated Framework for Trade-Related Technica
Assi stance, including for Human and Institutional Capacity-Building, to Support
Least Devel oped Countries in their Trade and Trade-Rel ated Activities 2 and notes
with satisfaction that the Franework ains to ensure that trade-related technica
assi stance activities are demand-driven by the | east devel oped countries and mneet
their individual needs effectively;

3. Invites the UNCTAD secretariat, in the context of its work progranme
on issues of concern to LDCs, to:

(a) Contribute, through inter-agency coordination, to providing an
integrated response to the trade-rel ated technical assistance needs of those LDCs
whi ch subnmitted needs assessnent reports but which were not featured in pilot
country round tabl es;

(b) Assist in refining needs assessment, as required,

(c) Hel p, upon request, such LDC Governnents that have submtted needs
assessnents to prepare, jointly with other agencies/partners, a multi-year trade-
rel ated technical cooperation programre;

(d) Upon request, contribute actively and provide technical support to
those round-tabl e processes at the country level envisaged in paras 5 (e) and (f)
of the Integrated FrameworKk;

(e) Contribute to the establishnment and maintenance of an integrated
country data base within the scope of the Integrated Framework;

(f) Contribute to the inplenentation, review, nonitoring and eval uation
of each country programre through an enhanced co-ordination process with the
ot her organi zations invol ved,;

(9) I ncl ude UNCTAD activities under the Integrated Framework in the
secretariat’s annual report on technical cooperation to the Wrking Party on the
Medi umterm Pl an and the Programme Budget and the Board;

(h) Ensure that existing relevant technical cooperation activities of
UNCTAD, including country-specific, sectoral and other inter-agency programres,
are supportive of, complement and pronote the effective inplenentation of the
out come of the High-Ievel Meeting;
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4, Invites development partners of LDCs, both bil ateral and
multilateral, to provide adequate extrabudgetary resources as necessary to UNCTAD
to suppl ement regul ar budget allocations to inplenent the above activities in
conformty with paragraph 5(j) of the Integrated Framework;

5. Requests the UNCTAD secretariat to ensure that the outconme of the two
thematic round tables organized within the framework of the High-level Meeting
is brought to the attention of the rel evant Conmi ssions and expert neetings of
UNCTAD for consideration and necessary followup action; in particular, the
outcome on trade should be referred to the Conmi ssion on Trade in Goods and
Services, and Cormodities, that on investnent to the Comm ssion on |nvestnent,
Technol ogy and Rel ated Financi al |ssues, and the outcone on w der devel opment
i ssues to the Conmi ssion on Enterprise, Business Facilitation and Devel opnent;
the secretariat is requested to provide these Comm ssions with option papers
setting out the policy options they may wish to consider in the light of the
out cones;

6. Recommends that the Secretary-General of UNCTAD consi der convening
an ad hoc neeting as soon as possible on GSP, GSTP and new initiatives for LDCs
in the area of market access to provide an opportunity for officials and experts
from nmenber States to discuss the major new devel opments in their national GSP
schenes, including review of their special provisions in favour of LDCs, propose
measures to extend the necessary advi sory services to enhance GSP/ market access
utilization, and follow up and nonitor the announcements made in this regard
during the High-level Meeting; the report of this ad hoc neeting should be
brought to the attention of the Conm ssion on Trade in Goods and Services, and
Conmmodi ti es;

7. Requests the UNCTAD secretariat to informthe Board, on a six-nonthly
basis to begin as soon as possible, on progress of work in the design and in the
i mpl emrentation of activities related to the H gh-level Meeting, and in particul ar
on:

(a) Wirk relating to inter-agency co-ordination, both at the headquarters
level and in the field;

(b) Suggested priorities arrived at in consultation with other agencies
for the inplenmentation of its part of the outcome of the High-Ilevel Meeting,
taki ng i nto account avail able and possible future resources;

(c) The rel evant allocation of resources, including, where possible, cost
estimates relating to both regular-budget and extrabudgetary activities,
i ncludi ng those supported by the Trust Fund for LDCs;

8. Invites the Secretary-General of UNCTAD to consider, in cooperation
with the relevant organi zations, appropriate arrangenments at the inter-agency
| evel to ensure coordinated inplenentation of the outcone of the High-Ileve
Meeting and to report at the April consultations of the President of the Board
for further consideration of the matter by the Trade and Devel opnment Boar d;

9. Recommends that, in the light of the report of the Secretary-CGeneral
the Trade and Devel opment Board consi der how best to achieve intergovernnenta
coordi nation between the relevant organizations in order to ensure the npDst
efficient inplenentation of the outcome of the High-Ievel Meeting.

892nd pl enary neeting
16 February 1998




Decision 446 (EX-16): Guidelines on the efficiency and functioning
of the UNCTAD intergovernmental machinery

Wthin the franmework of the intergovernmental structure established at
UNCTAD | X, the Trade and Devel opnent Board at its sixteenth executive session has
reviewed the functioning of its intergovernmental nmachinery and has adopted the
gui del i nes set out below in order to inprove the working nmet hods and enhance the
functioning of that machinery. The various bodies at the different |evels of the
machi nery, with the support of the secretariat, will apply these guidelines
i mediately and in a flexible manner to ensure maxi mum effectiveness.

CGeneral consi derations

1. The role of bureaus should be an active one, both during and between
sessions of the bodies concerned. Bureaus should deal with organizational and
procedural mtters. Should they wish to take up matters relating to the

preparation of substantive issues, they should nmeet as extended bureaus. ¥

2. The UNCTAD cal endar of neetings should be designed to ensure that expert
meeti ngs take place before the sessions of the relevant comm ssion, and that
commi ssi on sessions take place prior to sessions of the Board.

3. Del egati ons should be briefed on all aspects of a neeting at |east four
weeks before the neeting. Pre-session docunentation should be distributed on
time and in all |anguages.

4, Panel s shoul d be organi zed only when they can add value to the discussions
of the bodies concerned. Menber States should be consulted well in advance in
connection with the topics of panels and the choice of panellists. The selection
of panellists should be based on the need to ensure a bal anced presentation of
the topics selected, as well as linguistic and regional balance. Per manent
m ssions should be informed of invitations extended to panellists or resource
persons fromtheir countries. Panellists should be properly briefed prior to
nmeetings, and they should provide witten summaries of their presentations for
distribution to participants. The length of tinme spent on panels and the number
of panellists should be limted in order to allow sufficient tinme for
i ntergovernnental discussions. Awitten sumrary of the panel discussions should
be produced by a rapporteur in order to ensure the necessary link with the
i ntergovernment al debate.

5. To inprove transparency and allow maxi mum participation, sinultaneous
nmeetings during a session should generally be avoi ded, and discussions on texts
on which decisions must be taken, in particular agreed conclusions, should
normal Iy take place in informal plenary nmeetings, not in closed consultations.

6. Al information relating to meetings, including preparations, docunentation
and outcones, should be made available on UNCTAD s web site, which should be
regarded as an integral part of meetings arrangenents. I nformati on on pre-

v An extended bureau conprises the officers of the bureau, the
regi onal group coordinators and interested del egati ons.
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sessi on preparations and documentation should in principle be made avail abl e six
weeks before a neeting.

7. Brief summaries should be prepared by the secretariat of all informal
subst antive di scussions, without attribution of views to individual delegations.

Trade and Devel opnent Board and Working Party on the
Mediumterm Pl an _and Programe Budget

8. The agenda for sessions of the Board should be prepared in such a way as
to allow the Board to cover all issues addressed to it in the final outcone of
UNCTAD I X. It should be well focused.

9. The Board should exam ne and evaluate the work of the Comm ssions and
determ ne the direction of new work; it should not just take note of the
Commi ssi ons’ reports.

10. The Board should strive to achieve better coherence between its sessions
and the sessions of the Conmissions in ternms of choice of itens and preparation
of the calendar to enable the expertise of the expert neetings to find its way
up to the Board and to allow the Comm ssions to take account of the deliberations
of the Board.

11. Preparations for the high-level segnent, including the selection of the
theme, the chairman and the panellists, should be transparent and based on
consultations with all nenber States.

12. The thenme of the high-level segnment should be of international inportance
in order to attract high-level participation; the selection of the theme should
take place in the first half of the year. In principle, there should be a direct

link between the theme of the high-level segnent and the agenda for the Board's
sessi on.

13. Hi gh-1evel representatives at the segnment should be given an opportunity
to present their views and participate fully, with the high-level segnment being
treated as a high-level intergovernnental debate.

14. The secretariat should prepare a sunmary of the discussions at the high-
| evel segnent as rapidly as possible and, if timng permts, before the end of
t he regul ar session of the Trade and Devel opnent Board.

15. The work of the Wirking Party shoul d be coordi nated and synchroni zed with
the work of the relevant bodies in New York in order to ensure that the views of
the Working Party are taken fully into account. Its work should also be
organized in such a way as to give menbers sufficient tinme to consider
docunent ati on.

Commi ssi ons _and Expert Meetings

16. The organi zation of work of the Conm ssions should be such as to allow the
Commi ssions to devote thensel ves to substantive issues.

17. The bureaus of the Commi ssions, neeting in the appropriate configuration
shoul d continue to function between Comm ssion sessions with a view to dealing
with, anong other things: preparations for and follow up to Conm ssion sessions
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and expert neetings; preparation of proposed topics for Comr ssion agendas and
expert neetings; organization of work; docunentation

18. The number of expert meetings to be convened by a Comnm ssion should be
determ ned by the Board.

19. Each Conm ssion should consider the findings of its expert neetings and
di scuss their policy inplications. It should have before it an indication by the
secretariat of the nature of those policy inplications and of possible action to
be taken.

20. In selecting the topics for expert neetings, Conmm ssions should ensure that
topi cs are demand-driven, are closely related to the Conm ssions’ work and take
into consideration issues of current interest to nenber States and in particul ar
devel opi ng countries. Account nust be taken of UNCTAD s conparative advantages
and of the secretariat’s expertise and capacity.

21. The Comm ssions should discuss and evaluate technical cooperation
activities linked to their work programres and nake proposals to the Board
Speci al attention should be given to strengthening the synergy between policy
di al ogue, study and anal ysis, and technical cooperation

22. Wher ever possible, as the outcone of their work the Conmi ssions shoul d seek
to adopt agreed conclusions of relevance to the international conmunity,
Governnents and the UNCTAD secretariat. Recommendations for work to be carried
out by the secretariat should be practical and realistic in ternms of capacity.

23. When the Comm ssions request work to be carried out by the secretariat, the
latter should informthe Conmi ssions in particular of the schedule of work, the
probable tinme of conpletion and reporting nodalities.

24, The Commi ssions shoul d have before them at the foll owi ng session, progress
reports on the inplementation of agreed conclusions and recomendati ons by the
secretariat. These progress reports, which should include an evaluation of the
wor k undertaken, should be presented to the extended bureaus before being
submtted to the Conm ssions.

25. Experts attendi ng expert meetings convened i n accordance with paragraph 114
of "A Partnership for Gowh and Devel opnent” are nomi nated by their Governnments.
Al'l participants at expert neetings have the status of expert and serve in their
personal capacity. 1In all matters relating to participation of experts in expert
nmeetings, the secretariat should deal wi th permanent m ssions. Governnments are
encouraged to nom nate non-governnental experts al so.

26. To inprove the effectiveness of expert neetings, the secretariat should
provi de experts with appropriate information on UNCTAD, its activities and
procedures, and the anticipated nature of the expert neetings in question.

27. The agenda of each expert neeting should be clearly established by the
Conmi ssi on conveni ng the neeting.

28. Wher ever possible, as the outcone of their work expert meetings should seek
to identify possible policy options relating to capacity-building and genera
policy guidelines.



- 58 -

29. After each expert neeting, it is reconmended that the extended bureau of
the rel evant Comm ssion neet in order to discuss the outcone of the neeting.

30. Wth a viewto facilitating the participation of experts in expert meetings
and thereby helping to improve the effectiveness of these neetings, nenber States
are encouraged to explore nmeans of enhancing such participation, including
through contributions to the trust fund established by the Secretary-Ceneral of
UNCTAD and ot her resources possible to finance the participation of experts from
devel opi ng countri es.

892nd pl enary neeting
16 February 1998

Decision 447 (EX-16): UNCTAD”s publication policy

The Trade and Devel opnent Board,

Deci des that the Working Party on the Medium Term Pl an and t he Programme
Budget shoul d neet as soon as possible to:

(a) Revi ew t he "Report on documentation and publications” (TD B/ EX(15)/5)
of 27 May 1997 and the "Progress report on the inplenentation of UNCTAD s
publication policy" (TD B/EX(16)/3 and Add.1l) in order for nenber States to
ascertain to what extent the policy set out therein is in line with their
obj ectives for the overall publications policy of UNCTAD, taking into account the
current discussion in the General Assenmbly on the publications policy for the
United Nations as a whole in the light of the report of the Joint Inspection Unit
(A/51/946) and the comments of the Secretary-General of the United Nations
thereon (A/52/685), and to enable nenber States to nonitor that UNCTAD
publications are in line with the publications policy;

(b) Recommend any changes that might need to be adopted to achi eve such
obj ectives and to ensure the role of nmenber States in this process.

892nd pl enary neeting
16 February 1998

Decision 448 (EX-16): Savings resulting from improved overall
cost effectiveness

The Trade and Devel opnent Board,

Recal | i ng paragraph 107(a) of "A Partnership for G owh and Devel opnent™
(TD/ 378), paragraph 33 of General Assenbly resolution 51/167 and paragraph 54 of
Ceneral Assenbly resolution 52/220,

Deci des:

(a) To request the Secretary-Ceneral of UNCTAD to present as soon as
possible to the Wrking Party on the Medium Term Pl an and the Programe Budget



a detailed report on the savings achi eved pursuant to the ninth session of the
Conf erence and paragraph 54 of Ceneral Assenbly resol ution 52/220;

(b) That the Working Party should meet urgently to review the savings
resulting fromthe inproved overall cost-effectiveness achi eved pursuant to the
ni nth session of the Conference, including restructuring of the intergovernnental
machi nery and reform of the secretariat, and to analyse proposals, when
forthcom ng, on the use of such savings;

(c) That the Working Party should propose reconmendati ons on how to
all ocate in the 1998-1999 budget cycle a part of the savings already achieved
with a view to strengthening UNCTAD capabilities, including inter alia technica
cooperation.

892nd pl enary neeting
16 February 1998

SEVENTEENTH EXECUTIVE SESSION

Decision 449 (EX-17): UNCTAD"s publication policy

The Trade and Devel opment Board, taking into account the ongoing work in
the secretariat to stream ine UNCTAD s publications policy, the relevant reports,
and the establishnent of a Publications Committee within the secretariat, agrees
t hat :

1. The efforts undertaken by the secretariat in this respect are nost
wel come; the Board al so takes note of the Wirking Party’s satisfaction with the
mechani sms put in place within the secretariat to ensure the systematic oversi ght
and i nprovenment of UNCTAD s publications activities;

2. Member States be encouraged to take an active part in a transparent
revi ew of UNCTAD s publications policy through consultations between the nmenber
States and the secretariat, so as to ensure that publications neet their needs
and fulfil the priorities set for UNCTAD,

3. The Secretary-Ceneral of UNCTAD be invited to hold neetings wth nenber
States regarding UNCTAD s publications policy at an appropriate stage of the
pl anni ng and revi ew process, as follows:

(a) The Working Party will, at the start of each year, neet informally
with UNCTAD s programe managers to discuss the specific list of
publications planned for the year; at the same tine, the Wrking

Party will also consider a report of the Secretary-General on the
i npl enentati on of UNCTAD s publications policy and will report to
the Trade and Devel opnent Board; the two neetings will not exceed

two days al t oget her;

(b) In the autum of the first year of each biennium the Secretary-
General of UNCTAD will neet informally with the menbers of the
Working Party to discuss a draft list of publications proposed for
t he next biennium



(c)

(d)

(e)

The Working Party will review the draft work progranme early in the
foll owi ng year, including the draft |ist of proposed publications,
after which the Secretary-General of UNCTAD will finalize his
programe budget submission to the Secretary-General of the
United Nations; the Wrking Party will review the proposed progranme
budget at the tine it is submitted to the General Assenbly and will
report to the Trade and Devel opment Board which, in turn, wll
endor se t he recommendati ons to be transmtted to t he
CGeneral Assenbly’s review bodies;

The Working Party will also review the results of a survey of
publications issued during the previous year, as well as any in-
depth readership surveys of selected publications which will have

been conduct ed; readership surveys should be conducted on an annua
basis; in the light of recent experience, the secretariat should
seek to inmprove the design, nethodol ogy and scope of readership
surveys so that they fulfil their crucial role;

Al'l nenber States are encouraged to respond as fully as possible to
readership surveys.

893rd plenary neeting
8 May 1998

Decision 450 (EX-17): Trust fund to enhance participation of developing

countries”™ experts in UNCTAD meetings

The Trade and Devel opnment Board, having received a progress report under

item 3 of

countries'

its agenda on the trust fund to enhance the participation of devel oping

experts in UNCTAD neetings in accordance with the decision of the

forty-fourth session of the Board, decides that:

(a)

(b)

Informal consultations under the authority of the President of the
Board shall be held on the operational nodalities of the trust fund
to enhance participati on of devel oping countries' experts in UNCTAD
meetings in accordance with paragraph 114 of "A Partnership for
Growth and Devel opnent”, with a view to enabling the Secretary-
Ceneral of UNCTAD to nodi fy the operational nodalities of the trust
fund to include inter alia two wi ndows, one for earmarked and one
for non-earmarked contri butions;

The President of the Trade and Devel opnent Board is requested to
conplete these informal consultations by 3 July 1998 so that the
operational nodalities can be endorsed by the Trade and Devel opnent
Board at its eighteenth executive session on 10 July 1998.

893rd plenary neeting
8 May 1998




EIGHTEENTH EXECUTIVE SESSION

OUTCOME OF THE MID-TERM REVIEW

INTRODUCTION

1. The reform project enbodied in the Mdrand outcone was a turning point in
the history of UNCTAD. The Conference decreed the streamining of the
i nt ergovernnental machinery of the organization, of its work programe, and of
the structure of the secretariat. It also decided to inprove UNCTAD s wor ki ng
met hods and - nost inmportantly - to adopt a different approach to the work, one
based on di al ogue and consensus-buil ding and on practical objectives.

2. These goal s have in effect been the guiding force of the organization since
the Conference. A genuine effort - by both nmenber States and the secretariat -
has been nade to attain them and to a significant extent they have succeeded.
But this major reformeffort has, inevitably, encountered sonme difficulties, such
as skill msmatches, compounded by the financial crisis of the United Nations.
In the context of the mandates agreed upon at M drand and subsequently endorsed
by the General Assenbly, which are not to be reopened, the Md-term Revi ew t akes
stock of the road already travelled, including its obstacles and pitfalls;
considers what is yet to be done in the comng two years to fulfil these
mandat es; and nmekes recommendati ons on how to strengthen inplenentation

3. The decisive test in the period up to the next Conference will be how well
UNCTAD matches its description as the focal point within the United Nations
systemfor the integrated treatnment of devel opnment and interrelated i ssues in the
areas of trade, finance, technology, investment and sustainable devel opnent.
UNCTAD is also the focal point for LDCs for the United Nations system and
another test will be how effectively it delivers assistance to those countries.
The key will be "integration": of programe elenents (for exanple, FD should
be seen not in isolation but as a way of building supply networks of SMEs,
strengthening the enterprise sector in recipient countries, bringing innovation
i mprovi ng export conpetitiveness, etc.); among UNCTAD s Divisions and Branches
in coping with cross-sectoral issues and between the secretariat and nenber
States; and anong relevant economic nultilateral institutions and regiona
conmissions in terms of the comon or conplenentary points in their work
programmes and in the inplementation of integrated country progranmes.

4, Capacity-building is the expression that better defines this approach -
capacity to inplenent the appropriate policies at the country level but also the
capacity to fornmul ate and apply negotiating positions on trade, investnent and
the other central issues that shape the globalization process and which wll
consequently affect the external econom c environnent for devel opment.



STOCKTAKING

5. UNCTAD's work since Mdrand - both in the secretariat and at the
i ntergovernnental |evel - has basically proceeded along the |ines nmandated by the
Conference. Intergovernnmental consensus-building, policy research and anal ysi s,

and technical cooperation have on the whole addressed the goal of assisting
devel opi ng countries and economes in transition to pronote their devel opment and
participate more effectively in the world econony under conditions conducive to
t heir devel opnent.

6. Val uabl e analysis for policy-making has in particul ar been provi ded by work
on i nterdependence and gl obal economi c issues; on devel opnent chall enges facing
LDCs and African countries; on foreign direct investment issues; on a positive
agenda for developing countries in trade negotiations and the opportunities
available in trade in services; on conmodity diversification and risk rmanagenent;
and on electronic comerce. |In this connection, the inportance and useful ness
of the flagship reports, namely the Trade and Development Report, the World
Investment Report and the Least Developed Countries Report, have been recogni zed.

7. Applied work has been particularly valuable in the fields of debt
management; investnent pronotion; capacity-building for entrepreneurship
accession to WO capacity-building in the trade field; commodity risk
managenent; noderni zation of customs, cargo tracking and trade facilitation;
transport and transit arrangenents; and the setting-up of integrated country
programes for LDCs. Intensive work has been undertaken as far as accounting and
reporting standards, and conpetition law and policy are concerned. The
functioning of the Intergovernmental Working Group of Experts on Internationa
St andards of Accounting and Reporting and the Intergovernmental G oup of Experts
on Conpetition Law and Policy is to be revi ened.

8. Dat abases in the field of trade in goods and services (Trade Anal ysis and
I nformation System (TRAINS) and Measures Affecting Service Trade (MAST)) have
been further devel oped and refined as anal ytical tools.

9. In the field of institutional reform the Board adopted guidelines on the
efficiency and functioning of the UNCTAD intergovernnental nachinery which
inter alia stress the inportance of integrating the outconmes of expert neetings
into the policy work of the Comm ssions.

10. Work has taken place within the franmework of a participatory approach that
enmphasi zed the need for UNCTAD to incorporate civil society into its work; to
liaise closely with other international organizations; and to integrate research
and policy analysis and technical cooperation work.

11. However, several organizational factors have been identified in connection
with which further efforts are necessary to strengthen the role and inpact of the
organi zation. G ven the growing gap between the | evel of requirenments and the
| evel of resources available and their quality (skills and expertise of staff),
there is a need for nore flexible allocation of resources and a better matching
between skills and priority areas. The problem is exacerbated by systemc
rigidities and in particular the slow pace at which vacancies are filled.

12. The |inkages between anal ytical and technical cooperation activities have
not been fully devel oped. Cross-sectoral issues have not benefited from
sufficiently integrated treatnent within the intergovernnmental machinery, nor



have they been dealt with as effectively as possible within the secretariat, and
this situation has particularly affected the treatnment of LDC-related issues.
The inpact of the activities and work of UNCTAD needs to be better measured.

13. The recruitnment difficulties faced by UNCTAD in the |ast two years have
especially affected the Ofice of the Special Coordinator for Least Devel oped,
Landl ocked and I|sland Devel opi ng Countries. The Ofice has suffered fromthe
delay in appointing a Special Coordinator and in filling the other vacant posts,
and this has negatively affected the direction of UNCTAD S work on LDCs. High-
qual ity appointments need to be nade as a matter of urgency.

14. The Secretary-General of the United Nations has endorsed the agreenent
reached regarding the division of |abour between UNCTAD and the Departnment of
Economic and Social Affairs (DESA) on strengthening United Nations work in
macr oeconom ¢ anal ysi s. UNCTAD s present capacity to carry out analysis of
i nternational macroeconom c issues, particularly the inpact of globalization and
l'i beralization on trade and devel opment, may therefore not be fully adequate in
this new context.

15. Whil e UNCTAD s work on Africa has increased in recent years and the Board's
di scussions of both substantive issues affecting Africa and UNCTAD activities in
the context of the United Nations New Agenda for the Devel opment of Africa in the
1990s (UN- NADAF) and the United Nations System w de Special Initiative on Africa
have generally proved satisfactory, further inprovenents could still be nade

Support in terms of analytical inputs and human resources is still not
sufficient, and internal coordination could be inproved.

16. In work on globalization and devel opnent strategies, there is scope for
i mproving the balance in the activities undertaken, since not all regions have
been fully covered fromyear to year, and dissem nation of analytical outputs
needs to be inproved; not enough has been done on how devel opi ng countries could
pace and sequence |iberalization. Funding of activities on debt managenent has
not been secure enough, and activities relating to assistance to the Pal estinian
peopl e now need to aimat having a direct beneficial economic inpact. In work
on investment, technology and enterprise devel opnent, priorities and targets
could be defined nore clearly. In work on trade, there has not been a clear
enough divi sion of |abour between subprogrames in respect of electronic comerce
and conmerci al diplomacy. |In work on services infrastructure for devel opment and
trade efficiency, there is a need for greater enphasis on creating a better
understanding of the econom c inpact of electronic commerce and its emerging
gl obal framework. In work on |east devel oped, |andl ocked and island devel opi ng
countries, not enough enphasis has been placed on the followup to the H gh-1|evel
Meeting on Integrated Initiatives for Least Developed Countries' Trade
Devel opnent, and participation of LDCs in UNCTAD neetings has been inadequate.



RECOMMENDAT IONS

General

17. The uni que contribution of UNCTAD has to be made through its analytica
function and by |inking research and action, analysis and policies. UNCTAD s
progranmmes should be evaluated with this |inkage in mnd. Li nks shoul d be
reflected both in the consensus-building process in the intergovernnmental
machinery and in UNCTAD s operational activities and through enhanced
partnerships with civil society. Feedback from menber States through adequate
monitoring of inplenentation will be indispensable.

18. The partnerships for devel opnent envisaged by the Mdrand Declaration
shoul d be the hallmark of UNCTAD. These will require further changes in the way
busi ness is conducted. UNCTAD should strengthen its links with civil society,
in particular the private sector, and international organizations. Links with
the private sector should be aimed at tapping its innovative capacity, engagi ng
in joint activities and supplenenting funding, and in this connection clear
gui delines should be adopted for private-sector funding. Links with other
i nternational organizations, including regional conm ssions, which represent an
equal |y val uabl e source of ideas, should be ained at increasing synergies and
avoi ding duplication. Constructive ideas nust be devel oped about how to inprove
the di ssem nation of policy advice, including through nodern el ectronic neans,
to make sure it reaches the end-users in a user-friendly form (best practices,
handbooks, nodel |aws and/or contracts).

19. Wil e recogni zing the need to adjust priorities in the |ight of changes in
the world economy, the scope and contents of the work programme of the
secretariat should be comensurate with approved mandates, taking resource
constraints into account.

20. Work on cross-sectoral issues nust be better integrated into the work of
the intergovernnmental machinery, and the Board should in particular ensure that
the cross-sectoral issues referred to in paragraph 106 of "A Partnership for
Growt h and Devel opnent” are integrated into the work of the Comm ssions.

21. UNCTAD s anal ytical and technical cooperation activities should be better
coordi nated, and the secretariat should put in place appropriate nechanisns for
this purpose. The strategy for the coherence of regular budget and

extrabudgetary programmes that seeks to strengthen these |inkages should be
further pursued and should be linked to the outcomes of expert neetings, the
Commi ssions, the Wrking Party and the Trade and Devel opnent Board.

22. UNCTAD s nmmnagenent shoul d depl oy every effort to proceed speedily with
recrui tnment and appoi ntments so as to reduce the current excessive vacancy rate.
It should al so seek to reduce costs within the framework of systemw de efforts
to inprove efficiency. Staff training should be stepped up with a view to
addressing skill msmatches and creating a flexible workforce able to adjust to
changi ng requirenents.

23. Taking into account current discussions in the United Nations system on
resul t s-based budgeti ng and perfornmance indicators, the UNCTAD secretariat shoul d
integrate further in its work the use of performance indicators. |In accordance



with comonly accepted national and international criteria, these indicators
shoul d be rel evant, sinple and neasurabl e, and due account should be taken of the
difficulties involved in measuring the inmpact of analytical work.

24. Focusing on results rather than inputs, the secretariat should exam ne and
propose to the Board ideas for suitable feedback nechani sns to neasure the inpact
of UNCTAD s activities. These proposals should be nade avail able to the Board
as soon as possible, and the Working Party should be involved at a | ater stage.

25. Cost recovery should be examined for certain technical cooperation
programes involving updating, maintenance and continuing servicing, account
bei ng taken of the situation of LDCs and | owincone countries.

Specific

26. As UNCTAD is the focal point within the United Nations system for
assistance to the | east devel oped, |andl ocked and island devel opi ng countries,
the work of the O'fice of the Special Coordinator should be strengthened. This
could be achieved in part by filling ~current vacant posts as a matter of
urgency. It is inportant that the O fice coordinate the sectoral work, nonitor
the inplenentation of the Paris Programme of Action and initiate the preparatory
process for the Third United Nati ons Conference on LDCs in close consultation and
col | aboration with the relevant agencies and institutions and civil society. LDC
i ssues should be fully integrated into the work of the intergovernnental
machinery at all levels. The lack of effective participation of LDCs in UNCTAD
meeti ngs shoul d be addressed by the Board.

27. In view of its great inportance to |east developed countries, it is
essential that decision 445 (EX-16) of the Trade and Devel opnent Board on the
follow-up to the High-level Meeting on Integrated Initiatives for LDCs' Trade
Devel opnent be inplemented in full. Ownership of beneficiary countries should
be assured. LDCs should be assisted in preparations for, and followup to
country-specific round tables. Cooperation, coordination and coherence of al

t he cooperating agencies' efforts remain the hallmark for achieving success.

28. G eater enphasis should be placed on cooperation with other agencies in the
i npl enentation of the Barbados Programme of Action for the Sustainable
Devel opnent of Small 1sland Devel oping States. Wrk relating to devel opment

probl ens specific to | andl ocked and transit countries should be strengthened and
proceed in consultation with all parties concerned.

29. Cl ose cooperation and coordination must play a prinordial role if the
UNCTADY WIQ' | TC Joint Integrated Techni cal Assistance Programme in Sel ected Least
Devel oped and Ot her African Countries, which, for the LDCs involved, represents
a concrete step in inplenenting the integrated framework stemm ng fromthe High-
| evel Meeting, is to neet its objectives. The secretariat coordination and focal
poi nt mechani smfor activities relating to Africa should be strengthened.

30. Wrk on globalization and devel opnent strategies should have broader
regi onal coverage, dissem nation should be inproved and nore should be done on
the pace and sequenci ng of donestic |liberalization policies.

31. In debt managenent, nore work should be done on the training of nationa
staff and on donestic debt managemnent. Wrk on debt problenms of indebted



countries, taking account of the results of debt negotiations in various foruns,
i ncluding private sector forums, should be pursued within UNCTAD s nandate

32. UNCTAD shoul d anal yse the inmpact of European econom ¢ and nonetary union
and the euro on devel opi ng countries, taking into account global analysis carried
out in the relevant international organizations. Wrk on portfolio investnent
m ght best be carried out under the progranme on investnent, and advantage shoul d
be taken to the greatest possible extent of work being done by regiona
devel opnent banks and United Nations regional institutions.

33. In the programre on assistance to the Pal estinian people, interagency
coordination should be inproved and a greater field presence should be
consi der ed.

34. UNCTAD s work in identifying and anal ysing the inplications for devel opnent
of issues relevant to a possible nultilateral framework for investnent addresses
a promnent issue on the international agenda. UNCTAD should continue this
timely work, which should be primarily analytical and include consideration of

devel opment-friendly el enments. It should al so pursue work to assist devel oping
countries to strengthen their capacity to pronote their trade and devel opnent
t hrough foreign investnent. Further research should be undertaken into the

factors which play a part in private sector firms' choices of investnent
| ocati ons. UNCTAD should continue its analysis on the current devel opnent of
transnati onal corporations and hel p devel oping countries to i nprove the genera
understanding of issues related to transnational corporations and their
contribution to devel opment, as well as on policies allow ng devel oping countries
to benefit from TNC operations. More attention should be paid to pronoting
i nvest ment among devel opi ng countries. The integrated approach to investnent and
technol ogy through the science, technol ogy and innovation policy (STIP) reviews
and i nvestnent policy reviews (IPRs) should be further pursued. Country-specific
approaches to supporting national institutions and capacity-building should be
preferred. Action should be taken to pronote the continued expansion of the
EMPRETEC pr ogranme, endeavouring to pronote a regional bal ance.

35. In work on trade, further enphasis should be placed on capacity-building.
Secretariat efforts to assist devel oping countries and economes in transition
to participate effectively in international trade negotiations and in acceding
to WO shoul d continue, including through the el aboration of a positive agenda,
on whi ch nmenber States should be kept inforned, and should receive appropriate
fundi ng fromregul ar budget and extrabudgetary sources. Analytical work on the
i mpact of trade preferences on the trade and devel opnent of devel opi ng countries
should be strengthened, with special reference to identifying policy solutions
in response to the decline in preferential nmargins and nmaxi m zing the utilization
of preference schenes. |In particular, it should identify ways to inprove market
access for developing country exports, including in new areas. The
i mpl ementation of the special and differential provisions in favour of devel oping
countries provided by the Uruguay Round Agreenents shoul d be anal ysed, bearing
in mnd the work being done in this area by WO Training in comrercial
di pl omacy nust be so designed as to ensure that UNCTAD s role is directed towards
strengthening the analytical capacity of developing country officials in
i nternational negotiations. W rk on comercial diplomacy courses should have a
clear strategy and be sufficiently funded, and it should be developed in
conjunction with the Training Developnment in the field of Foreign Trade
( TRAI NFORTRADE) programme. The role of different subprogrames in respect of
comerci al diplomacy and electronic comerce should be clarified. As a



contribution to the discussion on issues on the international trade agenda

UNCTAD shoul d continue to pursue its activities in the fields of conpetition |aw
and policy; trade, environment and devel opment; and services, including the use
of the MAST dat abase. @G ven the continuing dependence of a nunber of devel oping
countries on primary commodities, work on diversification and risk nanagenent
shoul d be strengt hened.

36. The sustainability of the Trade Point programme and Trade Points shoul d be
enhanced, particularly in respect of training, operability and interoperability,
as may be recognized at the forthcom ng eval uati on of the programe. The concept
of support services for the Automated System for Custons Data (ASYCUDA) shoul d
be devel oped, and neasures to ensure its overall sustainability, as well as that
of all other trade facilitation programres, should be expl ored. The future
activities of TRAI NFORTRADE shoul d be spelt out nore clearly, taking into account
t he recomendati ons adopted by the Wrking Party on the Mediumterm Pl an and t he
Programme Budget follow ng the evaluation of the programre and | essons | earnt
from the regional pilot projects. The Lyon Partners for Devel opnment neeting
should be integrated into the work of UNCTAD through followup to private-

sector/UNCTAD activities launched at the neeting. The analysis of globa
electronic comerce in terns of its inpact on devel opment should be an area of
focus. In cooperation with rel evant organizations, in particular WIO, | TU, W PO

and UNCI TRAL, assistance should be provided to devel oping countries to prepare
for possible multilateral discussions on electronic conmerce.

37. The secretariat shoul d produce an annual report on UNCTAD s activities in
order to achieve greater transparency, to provide nenber States with a
conprehensi ve overview and to permt a better assessnent of UNCTAD s work and
achi evenents. The Secretary-General may wi sh to take into account any views
conveyed by nenber States as to the basic content of the report.

38. Expanded use of all aspects of information technology in UNCTAD s work
shoul d be sought. To that end, each Division should develop a plan to integrate
i nformati on technology fully into its work.

894t h pl enary neeting
10 July 1998




TRADE AND DEVELOPMENT BOARD - FORTY-FIFTH SESSION

Agreed conclusions 451 (XLV): The causes, management and
prevention of financial crisis

1. The current financial crisis afflicting the world economy has systemc
el ements and the countries affected cannot deal with the problemin isolation
An effective response needs to conbine neasures at both national and
i nternational |evels.

2. Donmestic factors have certainly played a nmajor role in financial crises in
some countries. However, others wth sound economc fundamentals and
institutions have al so been affected by global financial instability. Moreover,
the adverse inpact of the crisis on cormmodity prices has been a major factor in
reduci ng export earnings and growmh in a nunber of countries, especially
devel opi ng countri es.

3. A single recipe for responding to financial crises is neither feasible nor
desirable. Donestic policies need to be tailored to the specific circunstances
of each country and designed to revive growh, restore confidence and ensure an
orderly return to financial stability. Such efforts should be conpl enmented by
appropriate actions by developed countries. These efforts should ensure
sust ai ned econom c growth and sustai nabl e devel opment.

4, Recourse to protectionist policies cannot be the solution to current gl oba
probl ens, but would merely serve to deepen the crisis. Gowh-oriented policies
hold the key to averting the risk of global recession and pressures for
protectioni sm

5. Recent events underscore the inportance of a favourable externa
environment in attaining policy objectives in devel opi ng countries. An enabling
external financial environnent to support donmestic nmeasures could require,
inter alia, adequate and transparent supervision of volatile, short-termcapita

flows.

6. There is a need to reformthe existing international financial architecture
so as to reduce the likelihood of financial crises and to manage them better

Full representation and participation of developing countries should be an
integral part of the reformprocess. The views of devel oping countries should
be taken into account. Effective nmultilateral and domestic surveillance is
essential for the prevention of financial crises. Such surveillance needs to
recognize the role of global interdependence in transmtting financia

instability. Geater coherence is needed in international policy-making in the
areas of trade, noney and finance.

7. Ref orm of the financial architecture shoul d address weaknesses and gaps in
the existing regulatory framework for cross-border |ending and financial flows.
The scope of such reformmy need to be extended to a wi der range of financia
activities.

8. Greater transparency of the operations of private financial institutions,
Governments and multilateral financial institutions is essential for effective
surveillance of policies and supervision of markets and for tinmely action to
prevent financial instability. A consultative process should be encouraged for
thi s purpose.



9. Strengt hened prudential regul ation and supervi sion of the financial system
in a well-sequenced process of |iberalization can contribute to greater financia
stability. Domestic refornms to be considered might include: (a) increased

transparency and di sclosure; (b) strengthening of donestic regul atory standards;
and (c) nore effective burden-sharing arrangenents, such as inproved insolvency
and debtor-creditor regines.

10. There may al so be a need to use other instruments to prevent the buil d-up
of external financial vulnerability w thout inpeding trade or nedium and
long-term investnent flows. Useful |essons can be drawn from the successfu

experiences in a nunber of countries with the use of such instruments. However,
regul ation and control over financial flows should not be used to sustain
i nappropriate policies.

11. Wil e prevention of financial crises should be the ultimte aimof reform
efforts, neasures also need to be put in place for better nanagenent when crises
arise. Establishing a genuine international |ender of |ast resort with adequate
resources to provide the liquidity needed to support countries facing externa

financial difficulties mght be such a neasure. However, given the serious
i mpedi ments to this, it may al so be useful to explore alternative means of crisis
managenent that would provide safeguards against speculative attacks and
di sruption of markets, prevent noral hazard, and secure nore equitable
bur den-shari ng between debtors and creditors. The establishment of orderly debt
wor k-out principles could be further exam ned. Devel oped countries should also
consi der other actions to facilitate access to liquidity of devel oping countries
facing external financial difficulties.

12. The Board expresses its appreciation for the sound, independent and tinely
anal ysis provided in this year’s Trade and Development Report. It urges the
secretariat to continue to study international trade, nonetary and financia
issues as part of its work on interdependence with a devel opment perspective as
recogni zed by "A Partnership for Gowh and Devel opnent”. The proposals for the
prevention and managenent of financial crises contained in this year’s Trade and
Development Report deserve w der dissem nation and discussion, and further
analysis. Wthin its existing mandate and taking account of work undertaken in
ot her rel evant organizations, UNCTAD should contribute to the debate on issues
related to strengthening and reform ng the international financial architecture
by continuing to provide relevant analysis froma devel opnent perspective.

900" pl enary neeting
23 October 1998




Agreed conclusions 452 (XLV): Trade and investment in LDCs:
opportunities and constraints in
the multilateral trading system

1. The Trade and Devel opnent Board carried out its eighth annual review of
progress in the inplenmentation of the Programme of Action for the Least Devel oped
Countries (LDCs) for the 1990s, with the Least Developed Countries 1998 Report
as the background docunent. The Board commended the secretariat for the high
quality of the Report and its conprehensive anal ysis of the econom c perfornmance
of LDCs and the opportunities and constraints facing LDCs in attenpts to enhance
their participation in the multilateral trading system The main message of the
Report, which is that LDCs should be fully integrated in the world trading
system needs to be brought out with greater clarity. However, it was recogni zed
that the particular circunstances of LDCs continue to warrant special and
differential treatnent under the Uruguay Round agreements. Nonetheless, it is
acknowl edged that the long-term challenge for LDCs is to inprove their
conpetitiveness in international markets.

2. The Board was encouraged by the fact that the LDCs as a group had been
able, in 1997, to sustain their recent economc recovery. Their inproved
performance was due to a conbi nation of factors, both donestic and external. The

Board was nevertheless concerned by the considerable uncertainty over the
short-term prospects for LDCs; their fragile economes are particularly
vul nerable to exogenous shocks such as the Asian financial crisis, declining
commdity prices and natural calamties. The risk of policy reversals and
continued civil strife also raises questions about the sustainability of the
recent economc recovery in sone LDCs. Furthernore, even if the current recovery
could be sustained in the comng years, it would not by itself contain the
conti nued marginalization of LDCs in world trade or enhance their necessary
integration into the gl obal trading system or make nuch headway in alleviating
poverty.

3. The Board noted that the inproved econonic performance of LDCs in recent
years was mainly attributable to their own sound macroeconom ¢ policy reforns,
undertaken under nost difficult domestic and external conditions. They were
encouraged to continue their reform efforts, with the active support of the
i nternational comrunity, in a spirit of partnership and shared responsibility,
to create a conduci ve environment for sustained econom c growth and devel opnent.
They were also encouraged to nmake efforts to create conditions for inproved
donestic and foreign direct investnment and diversification of their exports.

4, The Board considered the availability of adequate external financia
resources to be of critical inportance in sustaining growh and devel opment in
LDCs. The significant decline in official devel opnment assistance (ODA) flows to
LDCs in 1996 was recognized with concern. Donor countries were called upon to
increase their levels of financial assistance in line wth established
United Nations targets. The recent initiatives by some donor countries and the
continued steadfast inplenentation of aid progranmes in favour of LDCs by a
nunber of other donors need to be supplenented by further efforts on the part of
all LDC devel opnent partners with a view to neeting the comm tnents undertaken
in the Programre of Action. That is particularly inportant in view of the
inability of the LDCs to attract significant foreign direct investment (FDI)
flows.



5. Despite the significant progress made by LDCs in inplementing broadl y-based
econom ¢ reform programes, nost of them have not succeeded in attracting
long-terminvestment. Although a wi de range of investnent opportunities exists
in LDCs, particularly in the agricultural, tourismand mning sectors, LDCs still
face obstacles in trying to attract FDI and other fornms of private capital. That
situation serves to underscore the critical inmportance of the role of officia
agencies (multilateral and bilateral devel opnent finance institutions and aid
agencies) in helping to promote private flows to LDCs. LDCs need technical and
financial assistance to inprove their institutional and physical infrastructures
in order to enhance their ability to attract nore foreign equity investnent flows
and draw benefits therefrom

6. Wil e the Board wel comed maj or debt relief initiatives, it considered that
further efforts are needed to alleviate the external debt situation of LDCs,
which continues to be a source of grave concern. Wt hout a sustained and

deci sive reduction in their external debt and debt service obligations, the
growth prospects of LDCs and their ability to attract FDI will remain [imted.
The Board al so wel coned the Heavily I ndebted Poor Countries (HI PCs) initiative,
but noted that its inplenmentation has so far been linmted. Two years after its
 aunch, only one LDC has benefited fromthe full-fledged relief provided by the
initiative. The extension to the year 2000 of the initial two-year deadline for
countries to be considered under the HPC initiative, so as to allow nore
countries to neet the entry requirenments, was wel coned. However, there is a need
to provide an effective and early exit fromthe debt overhang problemin support
of debtor policy reformefforts and to secure the necessary resources for the
full and expeditious inplenentation of the initiative. The eligibility criteria
shoul d be flexible enough to take into account different debt situations and to
include all LDCs which are truly in need of debt reduction and which are
undertaking the necessary reforns. Donor countries mght w sh to give due
consi deration to the proposal made by the Secretary-General of the United Nations
that all remaining official bilateral debt owed by the poorest H PCs should be
converted into grants.

7. The Board stressed the inportance of supporting LDCs in their efforts to
reverse their current marginalization in world trade and to becone integrated
into the world econonmy and international trading system An expeditious

accession process for LDCs which are not nenbers of WIOis an integral part of
those efforts, and UNCTAD shoul d continue its efforts to assist LDCs in neeting
their ternms of accession. LDCs should be enabled to achieve accession on terns
consistent with their LDC status. The challenge for the accession negotiations
to be held in WIOis to conbine, within a reasonable tinme-frane, the necessary
ri gorous observance of nultilateral disciplines with a degree of flexibility and
understanding for the difficulties and constraints faced by LDCs.

8. The full and effective inplenentation of the Marrakesh M nisterial Decision
in favour of LDCs and the special and differential neasures in favour of LDCs
contai ned in the Uruguay Round agreenents, further enhancenment of market access
for LDCs’ exports and support for their efforts at capacity-building are
essential if LDCs are to becone integrated in the world econony. Wile nmoves by
several devel oped and devel oping countries to increase market access for LDCs
were wel comed, there remains substantial scope for further market access for
agricultural and industrial products of export interest to LDCs. The effective
i mpl ementation of the WO Action Plan for LDCs, adopted at the first WO
M ni sterial Conference, and the decisions of the H gh-level Meeting on Integrated
Initiatives for Least Developed Countries’ Trade Devel opment would help to
address the residual market access problens faced by LDCs.



9. Supply-side constraints are at the root of LDCs’ weak participation in
international trade. The international conmunity should help LDCs to enhance
their conpetitiveness through commdity diversification, inmprovenment of their
trade infrastructure and trade-supporting services, and human resource
devel opment. Mreover, the LDCs thensel ves have a responsibility, in the context
of their macroeconomc policy, to overconme the problens of supply-side
constraints, for exanple the issues of high tariffs and other restrictions.

10. LDCs shoul d al so recei ve assistance to enable themto take an active part
in negotiations which are part of the built-in agenda and take an active interest
in the current debate on new issues. UNCTAD's role in that regard was
enphasi zed. It was al so underscored that, in the process of the negotiations on

the built-in agenda, the special needs of LDCs should be taken into account.

11. The Board expressed concern at the pace of inplenentation of the Integrated
Framework for Trade-Related Technical Assistance, including for Human and
Institutional Capacity-Building, to Support Least Devel oped Countries in Their
Trade and Trade-Rel ated Activities. The need to continue to enhance and i nprove
coordi nati on and coherence anong agencies involved in the inplenmentation of the
I nt egrated Framework was enphasi zed

12. Civil society has an increasingly inportant role to play in enhancing
soci o- econoni ¢ devel opment . The international community and, in particular,
menber States need to take effective nmeasures to pronote private enterprise and
boost entrepreneurial activities in LDCs. The creation by LDCs of a favourable
institutional and legal framework is an indispensable prerequisite in achieving
that objective. The role of wonen and non-governnental organizations (NGOs)
needs to be re-enphasized, and efforts should be undertaken to integrate al
civil society partners into the LDC devel opnent process. I nternationa
devel opment partners, especially NG&s, could play a vital role in that regard by
entering into meaningful relationships with national NG and the private sector
in LDCs.

900" pl enary neeting
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Decision 453 (XLV): Contribution of the Board to the consideration by
the General Assembly, at its fifty-third session,
of the date, duration and venue of the Third
United Nations Conference on LDCs and its
preparatory process

The Trade and Devel opnent Board,

Recal li ng General Assenbly resolution 52/187 of 18 Decenber 1997, in which
the General Assenbly decided to convene the Third United Nations Conference on
the Least Developed Countries at a high level in the year 2001, and Board
recommendati on 442 (XLIV) of 22 Cctober 1997,

Wel comi ng the generous offer of the European Union to host the Third
Uni ted Nations Conference on the Least Devel oped Countries in the first semester
of the year 2001,

Recommends to the Ceneral Assenbly for its adoption at its fifty-third
session the followi ng draft resolution entitled "Third United Nations Conference

on the Least Developed Countries":

"The General Assenbly,

Recalling its resolution 52/187 of 18 Decenber 1997 in which it decided to
convene the Third United Nations Conference on the Least Devel oped Countries at
a high level in the year 2001,

1. Welconmes and accepts the generous offer of the European Union to host
the Third United Nations Conference on the Least Devel oped Countries in the first
semester of the year 2001;

2. Designates the Secretary-General of UNCTAD as the Secretary-General of
the Conference and requests him to make all necessary preparations for the
Conf er ence;

3. Decides to convene the Third United Nations Conference on the Least
Devel oped Countries in the first senmester of the year 2001 for a duration of
seven days, at a venue and time to be determ ned by the Secretary-General of the
Conference in consultation with the European Union

4. Requests the Secretary-Ceneral of the Conference to organize the
I ntergovernnental Preparatory Committee (in two parts) and the three expert-Ievel
preparatory neetings referred to in paragraph 1 (b) of resolution 52/187;

5. Requests the Secretary-General of the Conference to organize, in
consultation with nenber States and in cooperation with relevant organizations
and agencies, well-focused sectoral and thematic or, where appropriate,
country-specific round table neetings during the Conference to contribute to the
wor k of the Conference;

6. Calls upon the United Nations Devel oprent Programre (UNDP) and the
Wrld Bank to |ink the forthcom ng Round Tabl e and Consultative G oup Meetings
to the preparatory process of the Conference and to ensure that they make
substantive contributions to the Conference;



7. Requests the Administrator of UNDP, in his capacity as Convenor of the
United Nations Devel opnent Goup, to ensure the full involvement in the
preparations for the Conference of United Nations Resident Coordinators and
country teanms in the | east devel oped countries;

8. Calls upon the Secretary-General of the United Nations, in consultation
with the Secretary-General of the Conference, to convene an inter-agency neeting
to ensure the full nobilization and coordination of all relevant organs,
organi zati ons and bodies of the United Nati ons system as well as other relevant
institutions, for the purpose of the preparations for, and the followup to, the
Conf er ence;

9. Invites the Secretary-Ceneral of the Conference to nake arrangenents,
on the basis of consultations with nmenber States, to facilitate the invol vement
of civil society, including non-governnental organizations and the private
sector, in the preparatory process and the Conference;

10. Decides to defray the cost of participation of two government
representatives from each |east developed country in the work of the
I ntergovernmental Preparatory Committee neetings and the Conference itself
t hrough the use of extrabudgetary resources, and, should they prove to be
insufficient, to consider all other options."

900" pl enary neeting
23 October 1998

Agreed conclusions 454 (XLV): UNCTAD”s contribution to the implementation
of the United Nations New Agenda for
the Development of Africa in the 1990s:
Prospects for agriculture, trade and
industrialization

1. The economic recovery which began in Africa in 1994 has proved to be
fragile owing inter alia to |ower conmmodity prices and nore recently the effects
of a slowdown in the world econony as a whole. This recovery did not generate
the hoped for increase in national savings and investnment which, together with
the attainment of the 6 per cent annual growth target envisaged by the
Uni ted Nations New Agenda for the Devel opment of Africa in the 1990s (UN- NADAF),
is essential for the achievenent of sustainable devel opnent in Africa.

2. While African countries have nmade determned efforts to inprove
macr oeconom ¢ fundamentals, refornms have failed adequately to address all the
structural constraints, especially as regards the underdevel opnent of human
resources and of physical infrastructure, as well as institutional limtations.
These therefore remain severe. The design and inplenmentation of structura
adj ust nent programes shoul d take account of these constraints. Therefore, their
conceptual i zation, including the prem ses on which they have been built, should
be reviewed and adjusted to the requirenments of individual countries, and
coherence in policy advice should be ensured. Full ownership of reforms, founded
upon a broad-based national consensus, is a necessary condition for success.

3. The debt overhang continues to be a mmjor constraint facing African
countries. It is particularly acute in the light of a reduction of officia
devel opnent assi stance (ODA), |ower export receipts and neagre resource flows,



i ncluding foreign direct investment (FDI). The debt overhang is having major
adverse consequences for the fiscal health of African countries, and this may
di scourage donestic, foreign, public and private investnent. VWhile the Heavily
| ndebt ed Poor Country (HIPC) Initiative has been designed to contribute to an
enduring solution to the debt problem greater flexibility, additional efforts
and a broader basis would help to put African countries back on the path to
growm h and devel opment .

4, Bearing in mnd the joint responsibility of both debtors and creditors in
the accunul ati on of African debt, innovative approaches involving the affected
countries are required. In this connection, taking into account the proposals

contai ned in the Trade and Development Report 1998, the international comrunity
may wi sh to consider ways and nmeans of identifying that portion of the debt
assessed as unpayabl e for possible action by creditors. UNCTAD should conti nue
to consider the debt situation of African countries and provide technical
assi stance for debt nmanagement.

5. The continued fall in levels of ODA in real terns continues to be a ngjor
cause for concern. This trend needs to be reversed. Donors are invited to
increase the level of ODA in accordance with internationally agreed targets. As
well as its scale, the quality and predictability of ODA remain critical factors
for Africa.

6. Agriculture is centrally inportant in overall econom c devel oprment in nost
African countries. There is a need to address the problemof undercapitalization
and | ow productivity. For this, market-based reforms need to be supported

Covernnent action, in nobst cases, has an inportant role to play in overcom ng the
institutional hiatus in input and output markets, infrastructural inpedinments and
deficits in research and developnment, all of which hinder agricultura
devel opnment . Promoting the tradable sector in agriculture can be greatly
facilitated by better market access and reduced subsidies in industrialized
countries. Moreover, graduation into "value added"” agro-based manufacturing is
highly desirable. To that end, the issue of tariff peaks and tariff escal ation
as regards products of special export interest to African countries needs to be
adequately addressed. UNCTAD should therefore continue to analyse the ways in
which conditions in domestic agriculture are affected by the gl obal economc
envi ronment and corme up with practical and sustainable policy options, including
those involving enhancenent of market access in the context of assisting
devel opi ng countries in the forrmulation of a positive agenda.

7. An enphasis on agriculture should not Ilead to the neglect of
i ndustrialization. Experience shows that commodity-based industrialization

buil ding on either agriculture or mnerals, is a viable option. FD can play
an inmportant role. But public sector support and domestic investnent are
crucial. UNCTAD shoul d cooperate with other relevant international organizations
in helping African countries to identify opportunities open to themin this area.

8. Adequat e openness to trade and full integration into the internationa

tradi ng system constitute a crucial objective for African countries. However,
the tim ng, sequencing and degree of liberalization should be adjusted to the
needs and constraints of African economes as they build up their internationa

conpetitiveness. UNCTAD should continue to explore the |inks between trade

international transport and African economic growh and their ©policy
i mplications.

9. Assi stance should be extended to African countries by UNCTAD and ot her
rel evant international organizations in order to enable themto identify trade



policy options available to them and their rights and obligations under WO
rules, in particular the inplenmentation of special and differential measures in
favour of devel oping countries. Measures shoul d be undertaken to facilitate
rapid and negotiated accession to the WO by non-nmenber African countries
Together with this, the problens facing supply capacities in the productive
sectors should be addressed and possible solutions inplemented. There is
therefore a need for enhanced assistance through extrabudgetary resources by
UNCTAD and ot her rel evant organi zations in these areas. Where inpedi nents stil
exi st, inproved access to industrialized country markets shoul d be consi dered.

10. Increased interactions and integration ampng countries in the region
through trade, finance and investnment are beneficial. There is considerable
unexpl oited potential for subregional and regional trade in Africa. Initiatives

al ready being inplemented by African countries and their regional organizations
require greater international support. Equally, the possibilities for enhancing
i nterregional trade and cooperation should be fully exploited and encouraged,
i ncluding through the d obal System of Trade Preferences anobng Devel oping
Countries. Geater |inkages between countries' private sectors in this connection
need to be further prompted. UNCTAD should continue, in cooperation wth other
i nternational organizations, its technical cooperation and assistance in these
areas. The Joint Integrated Technical Assistance Programme for Least Devel oped
and Ot her African Countries is a good exanple of such inter-agency cooperation

11. Institution-building remains a mmjor challenge for African countries.
Pro-investnent policies, the devel opment of a dynamic entrepreneurial sector
willing to invest and the reformof the public sector are fundamentally i nportant
factors. The creation of a partnership between the private and the public sector
from a devel opnental perspective has proved to be a successful policy approach
both in Africa and el sewhere.

12. The Board reiterates that denmocracy and transparent and accountable
governance and administration in all sectors of society are indispensable
foundations for the realization of people-centred sustainable devel opnent, and
that it is essential for social developnent that all human rights and fundament al
freedoms, including the right to devel opment as an integral part of fundanenta
human rights, are pronoted and protected.

13. The Trade and Devel opment Board wel coned the conprehensive analysis of
African devel opnent in the Trade and Development Report, 1998 and encouraged the
continuation of such analysis in the context of UNCTAD s contribution to the
i mpl ement ati on of UN- NADAF.

900" pl enary neeting
23 October 1998

Decision 455 (XLV): Review of technical cooperation
activities of UNCTAD

The Trade and Devel opnent Board,

1. Takes note with appreciation of the report on technical cooperation
activities of UNCTAD and their financing and the conmplementary statistical
information submtted by the secretariat (TD B/ 45/6-TD B/ WP/ 109 and Add.1 and 2);



2. Notes with satisfaction the continued increase in the |evel of UNCTAD s
techni cal cooperation expenditures in 1997;

3. Expresses its appreciation to bilateral and nultilateral donors for
their contributions to UNCTAD s technical cooperation progranmes, and appeals to
themto extend their contributions in line with UNCTAD s techni cal cooperation
strategy and pl an;

4. Notes with satisfaction that the share of technical cooperation
expenditures originating in the United Nations Devel opment Programre (UNDP)
i ncreased in 1997, and encourages the secretariat to continue its efforts to
deepen its cooperation w th UNDP;

5. Notes with satisfaction that the level and share of technical
cooperation expenditures towards LDCs have increased, welcones the progress
achieved with respect to the LDC Trust Fund, expresses its appreciation for
contributions fromtraditional donors and devel opi ng countries to the Trust Fund,
and invites further contributions;

6. Requests the secretariat, in consultation with nmenber States, to
intensify its efforts to ensure a better relative balance in the share of
techni cal cooperation activities of the various regions, taking into account
their respective needs;

7. Notes with satisfaction the progress made by UNCTAD in its cooperation
with other organizations, including through the signature of Menoranda of
Under st andi ng, and requests the secretariat to pursue its efforts to intensify
such cooperation, including with the World Intellectual Property Organization
(WPO and the International Tel ecomunications Union (ITU);

8. Enhcourages the secretariat to continue to deepen its cooperation with
the Wrld Trade Organi zation (WO and the International Trade Centre (I TC) with
a view, inter alia, to better coordinating technical cooperation, in particular
in the inplenentation of the Integrated Framework for Trade-Related Techni cal
Assi stance for Least Devel oped Countries and of the Joint Integrated Technical
Assi stance Programme in Sel ected Least Devel oped and Ot her African Countries
(JI TAP) ;

9. LUWrges the secretariat, in the inplenmentation of technical cooperation
activities, to make maxinmum use of capacities from devel oping countries,
i ncludi ng | ocal and regi onal expertise;

10. Requests the secretariat to finalize the handbook on UNCTAD s
technical cooperation and make it available to nenber States in all United
Nations official |anguages and on the Internet as soon as possible;

11. Deci des that an in-depth eval uation of the competition |aw and policy
Programme be considered at the next session of the Wrking Party in 1999 dealing
wi th techni cal cooperation;

12. Requests the secretariat to prepare the rolling three-year technical
cooperation plan in a sinplified format for 1999-2001 for consideration by the
Working Party at the second part of its thirty-second session in Decenber 1998
and thereafter by the Trade and Devel opnment Board in 1999;



13. Takes note that, during the first part of its thirty-second session
the Working Party requested its Chairman to hold further consultations with
interested nenber States on the nodalities of partial cost recovery for ASYCUDA
DMFAS and ACIS on the basis of the proposals set out in the secretariat’s report
(TD/ B/ 45/ 6, Chap. I11), taking into account coments and suggestions of the
Working Party, and to report thereon to the Wrking Party at its resunmed thirty-
second session in Decenber 1998 with a view to taking an early decision on this
i ssue.

899th pl enary neeting
16 October 1998

Decision 456 (XLV): Financing the participation of
developing country experts in
UNCTAD expert meetings

The Trade and Devel opnent Board, having received the President’s report on
his consultations on the establishment of guidelines and nodalities for the
di stribution of the relevant funds for the financing of experts in order to
enhance participation of devel oping country experts in UNCTAD expert neetings
in accordance with paragraph 114 of "A Partnership for G owh and Devel opnent™
in conpliance with action taken by the Board at its seventeenth executive
session, decides that:

1. Experts benefiting from the financing should be nomnated by their
Covernnents and have proven experience; they will serve expert nmeetings in their
personal capacity.

(a) The nom nation procedure will be as follows:

(i) The Secretary-General will include, in each notification to
menber States for forthcomng expert neetings, a specific
request for nominees to benefit fromthe financing;

(ii) At least four weeks before each neeting, nenbers States could
each name one expert per expert neeting to benefit fromthe
financing, attaching a curriculumvitae;

(b) The Secretary-Ceneral wll base his decisions regarding the
enhancenent of the participation of devel opi ng-country experts on
the principle of equitable geographical representation, beneficiary
needs and the expertise of the experts concerned.

2. Once the list of experts has been finalized, the Secretary-CGeneral wll
subsequently have all travel arrangenents nmade in accordance with United Nations
financial rules and regulations. |In the event of scarcity of resources and in
order to stretch avail able resources to cover as nmany experts as possible, the
Secretary-Ceneral will be authorized to use the |least costly travel fare.

3. The financing will facilitate the participation of the appropriate nunber
of developing country experts for each UNCTAD expert neeting. The

Secretary-CGeneral will present a report to the regular session of the Trade and
Devel opnent Board on the financing and on the participation of experts in UNCTAD
expert neetings in achieving the objectives of the financing.

900" pl enary neeting
23 October 1998




