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1. At i ts forty-f i f th session,  the General  Assembly,  in i ts  resolution
45/201 of 21 December 1990, reaffirme&  Economic and Social Council resolution
1990157 of 26 July 1990, in which the Council requested the Secretary-General
to report  to the Assembly at  i ts  forty-sixth session on inst i tut ional
developments, taking into account all relevant proposals, related to the
strengthening of international organizations in the area of multilateral
trade. In preparing the report, the Secretary-General was requested to
solicit the views of all Governments and the executive heads of the
specialiaed  agencies and other organizations and programmes of the United
Nations system on the above-mentioned matter.

2. In the preernbulat part of General Assembly resolution 451201, the
Assembly stressed the principle of free and fair global trade, which should be
conducive to a significant enhancement of the trade and development prospects
of all countries, in particular developing countries, and the need for
strengthening institutional arrangements in the area of international trade
with a view to reinforcing further the multilateral trading system. I t  a l so
recalled the Declaration on International Economic Cooperation, in particular
the Revitalization of Economic Growth and Development of the Developing
Countries, adopte& at its eighteenth special session (see General Assembly
resolution 18/3 of 1 May 1990). Furthermore, it noted the General Agreement
on Tariffs and Trade and its Protocol of Provisional Application of
30 October 1947 A/ and General Assembly  resolution 1995 (XIX) of
30 December 1964 on the establishment of the United Nations Cwference  on
Trade and Development. In addition, it noted the institutional proposals made
in connection with the Uruguay Round of
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multi lateral  trade negotiations, related to the strengthening of multilateral
otganiaations  in the area of international trade.

3. On behalf of the Secretary-General of the United Nations, the
Secretary-General of UNCTAD, as the first step in the preparation of the
report, solicited the views of the executive heads of 25 specialized agencies
and relevant otganisations and programmes  of the United Nations system on this
matter. Reaponsea have been received from such specialiaed  agenCie8.
otganisations and ptogrammes of the United Nations system a8 the General
Agreement on Tariffs and Trade (GATT), the International Monetary Fund (IMF),
the World Bank, the International Labour  Organisation (ILO], the Food and
Agriculture Otganiaation of the United Natiolls (FAO),  the United Nations
Educational, Scientific and Cultural Organiaation (UNESCO), the World
Intellectual Property Organisation (WIPO), the World Health Organization
(WHO),  the United Nations Development Programme (UNDP),  the United Nations
Centte on Trananational  Corporations (UNCTC), the International  Civi l  Aviation
Organization (ICAO), the United Nations Industrial Development Organiaation
(UNIDO),  the United Nations Environment Programme (UNEP), the Economic
Commission for Aaia and the Pacific (ESCAP),  the Economic Commission for Latin
America and the Caribbean (ECLAC), and the secretariat of the United Nations
International Law Commission.

4. At the second stage of this process, the Secretary-General of UNCTAD has
circulated a note verbale  to all Governments in order to receive their views
on the above-mentioned matters, so a8 to enable him to report to the
Secretary-General of the United Nationa. This stage has yet to be concl\\ded.

5. At the second regular session of the Economic and Social Council of 1991,
the UNCTAD secretariat made a progress report on the status of work in
implementing General Assembly resolution 451201. 21 There was also some
discussion on this  subject  matter . Somo deiegations called for the initiation
of work towards a universal, comprehensive and democratic United Nations-based
International Trade Organization, although others considered that discussion
on this matter should be initiated after the reaulta of the Uruguay Round were
known.

6. Attached is the note prepared by the URCTAD  secretariat to initiate the
second stage of the process (see annex) , which was circulated to Governments
in order to faci l i tate their  consideration of  the issues involved,  It
outlines the historical background and various proposals made by Governments
and non-governmental persons and bodies for strengthening international
otganisatJons  in the area of multilateral trade, beginning with those made in
the context of the Havana Charter for an International Trade Organiaation.
The note also comments upon the needs and opportunities presented by the
current international political and economic environment, which have given
rise to the renewed interest  in inst i tutional  questions  affect ing the world
trading system. In addition, it takes into account the views expressed by the
above-mentioned international organizations and reflects certain ideas that
appear to merit consideration.
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ANNEX

BACKGROUND NOTE FOR THE PREPARATJON OF THE
SECRETARY-GENERAL’S REPORT ON STRENGTHENING

INTERNATIONAL ORGANIZATIONS IN THE AREA OF MULTILATERAL
TRADE

. A. Introduction

1. T’he General Assembly, in its resolution 45/201 of 21 December 1990, teafIrmed  Economic
and Social Council resolution 199W7 of 26 July 1990, in which the Council had requested the
Secretary-General to report to the Gcncral Assembly at its fonh=sixth  session on institutional dc-
vclopmcnts, taking into account all relcvanr proposals related to ;hc strengthening  of inlemationr1
organizations  in the area of multilateral trade. The General Assembly rcquestcd the Secretary-
General, in preparing  such a report, to solicit the views of all Governments and the executive heads
of the specialized a~cncies and other organizations and programmes  o’thc Cnitcd Sations system
on this matter.

2. In the prcambular  part of the resolution,  the General Assembly srrcsscd  the principle of free
and fair global trade, which should bc conducive to a significant cnhanccmcnt of the trade and
development prospects of all counrries, in particular developing countries, and the need for
strengthening institutional arrangements in the area of international trade with a view to reinforc-
ing I\lnhcr the multilateral  tradin$ system. The General Assembly also recalled the Declaration
on lnrcmationrl Economic Co-operation, in particular the Reviralitation  of Economic Growth
and Development of the Developing Countries, adopted at its eighteenth special session. Morc-
over the General Assembly noted the General Agreement on TariCTs  and Trade and its Protocol
of Provisional Application of 30 October 1947 and General  Assembly resolution 199s (XIX) of 30
Dcccmber 1964 on the establishment  of the United xatiors Conlcrcncc on Trade and Devclop-
mcnt. In addition it noted the institutional proposals made in connection with the Uruguay
Round of multilateral trade negotiations,  related to Ihe stren8lhcning of mul~ilatcral organizations
in the area of intcmational  trade.

3. The present paper has been prepared by the L’SCTAD secretariat  in the hope of facilitating
the consideration by Governments of a number of the issues on which, as desired by the General
Assembly, they may wish to submit their views, The paper: (i) reviews proposals for the
strengthening of international organizations  in the area  of mul~ilatcral  trade,  including those made
in the context of past cmorts  towards the *establishment  of a comprchcnsive  international trade
organization; (ii) cxamincs the needs and opportunity for such institutional reform in the current
international political and economic environment; and (iii) identifies a number ofthe issues which
call for consideration in strengthening institutional  arrangements. In the light of the views of
Governments, as well as those of the exccutivc heads of the spccialitcd aqcncies and other organ-
izations and programmes of the United Sations system, this paper will bc rcviscd  and expanded
to include options and possible courses of action for submission as a report  to the Economic and
Social Council and the Gcncral Asscmbl).

/ . . .
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B. Past efforts, and recent proposals  to strengthen international organizations in the
area of multilateral trade

(a) The Havana Charm

4, In February 1946, the Economic and Soci@l Council unanimously approved a resolution
submitted b the United States on convonin

+h 91
a United Sations Conforanco  on Trade and Em=

ployment. is decision led to a meeting at avana from 21 November 1947 to 24 March 1948
where the Conference drew up the Havana Charter Tar  an International Trade Organization.

5. Such an International Trade Or~aniaation would have been the third major component of the
post=war  international economic system, the others being  the or rnizrtionr dcrling with money
and finance (i.e. the IBRD and the 1M F), It was to be endowe t with a wide mandate covefin#
virtually all isrucs in the area of trade, employment and development, the objective bein to hcil-
itate, through the promotion of mutual understanding, consultation and co-operation, the solution
of problems relating to international trade in the IIclds or em
commercial policy, business practicer and commodity policy,P

loymcnt, economic development,
The Havana Charter contakcd

Chapters dealing with Pu
;3”

so and Objectives (Chapter I), Em loyment and Economic Activity
(Chapter I I 1, Economic cvelopmcnt and Reconstruction (cphapter III), Commercial Policy
(Chapter IV), Restrictive Businose Practicer (Chapter V). lntorgovommental Commodity Agree-
ments (Cha
(Cha

P
ter VIP

ter VI), as well as institutional aspects of the International Trade Or#anizrtion
), Settlement of Dikrcnces (Chapter VI I I) and General Provisions (Chapter lX).s In

Artic e 96 of Cha
P

tor VIII, the Charter also forsaw the possibility or recourse to the lntcmrtionrl
Court of Justice or the settlement of dillircncor.

6. The Havana Charter was signed by 53 Member  States of the United Sationr in March 1948.
I-lowovcr,  for a variety of reasons, the United States Administration did not seek Corqrcsrional
ratification of the Charter, thus leavin the IT0 stillborn, as the other participants had made their
acceptance of the Charter conditionaf upon ratification by the United States. The Commercial
Policy provisions contained in Chapter IV provided the basls Tar the General Asreoment  on TariN’s
and Trade (GATT), which was applied through acceptance ot’ a Protocol of Provisional Applica-
tion (i.e. until the Havana Charter came into force), permitting  Contractin Parties to maintain
existing trade lqirlation inconsistent with its provisions (i.e. the ‘grandfather  clause”). The GATT
is a multilateral  treaty which, as a contract amon and bctwcon the rianatory Govcmmcnts, em-
bodies rights and obligations of a legal character. Those rights and obligations bear directly on
the formulation and conduct of national commercial policies  The GATT was, and continuer to
bc, dejure administered by the Interim Commission for the Intcmational Trade Organization.

7. Tc a large extent the objective of crtablidhing  intcmational principles, norms and rules in the
areas covered by other Chapters of the Charter, such as invcrtmont, restrictive business practices,
commodities, and devclo ment
in the United Nations t!

ham hcon pursued within the bodies of the United Nationr, mainly
onfcmcc  on Trade and Development, but also in the United Nations

Commission on Tnnsnrtionrl Corporations, the Food and Agriculture Organization of’the  United
Nations, the United Nations Commission on International Trade Law, and other  forum0 Several
multilateral  tradc~rclated  agreements, which wore not covered by the Havana Charter, wore also
negotiated and concluded under the auspices of the United Sations,’  Moroovcr a number of prin=

1 E:COlGF.2.78,  Havuu  Owtcr rot an Inlrmrtional  Trade Oganiurion, Artklr 1.6.
1 IbU
3 In 8omc cws(.  tuch  acUvirlc#  and n oWont  tcrved  to cwblith mullilawrrl  inwumcnu.  e.g. lhc Cenvcnrion  on

franail Trade  of Land~lockcd  Sulor  ( 963);  IJW Convention  on c Codr of Conduct for Liner Conkrcncsc  (l974); IJW@l
LX Convcnrion  on lntwnerional  \Mimodal Transport  or Coodc  (I 9110);  Ihc L \ Convcnrion  on Contract  for Qc
lnlcmallonal  Srlc of Co& (1980);  lhc L’\ ConventIon  on Condiuonc  for Rgburllon  oTShlpt  (1966):  lhc Inlcma-
Lional  Commodily A-u, includin
Sal of Huldleterally  A&recd Equitable R

Uw Apccmcnc  csubhthm~  Ow bmmon Fund for Commodiria  (1980):  the
nciplol  and Rulac  for rhc Control of RcWic&iva  Durincsa  Prrctim (1981).

In olhcr cow. nqtilioru  arc Uill loin8  on without  caUin protpcctt for wccs~,  c.8. on the lnlcmerionel  Cod0 Of
Gnduct on La Trandsr  of Tcdmolou or on tie Cudc  of Conduct for Trrntnarional  Corporarion~. llw Food and

k&on of lhc Lniwd  Serioru’  edvitics  in rhc  e~nculturrl  end commodit)  trade  l ree protide  e
10 an undcruandinl  of lhcw and oUwr irtucs.

0 For cramplc,  rho US Convention on the Law of the &J (1981).  rhc tint mlion for Ihe Protection of the Ozone Leyr
(l985,.

/ . . .
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ciplcs cstablishcd  and decisions taken on trade policy isrucr in USCTAD were later into
T

orated
as legal instruments under  GATT! The Brctton Woods institutions have also addrcssc trade-
related matters in the context of their operations,  as in the rashioning  of structural adjustment
rtratcgios in the I98Os.

(b) Wirrrives in GA TT
8. Some of the provisions of the Havana Charter, or at least the concepts undrrlyin

t
them, wore

subsequently incorpcrctcd  into the GATT, @narily at the 1955 Review Session o the GAlT
Contracting Parties. At that acsrion, a draft Agrccmcnt  on an Or anixatioir for Trade CO=
operation (OTC) was drawn up with the intention of’providing  the GA!T with a more permanent
institutional status. The purpose was ‘to administer the Gcncral  Agreement on Tariffs and Trade
and generally facilitate the operation of that agrcrmcnt”, as well as “to study questions of intcr-
national trade and commcrctal policy and whore appropriate make recommendations thereon.’
The process was not pursued, as the United States was unable to implement the pro osed agrcc-
ment. Since that time no fbthcr formal attempts have been made to convert GA T-F into a new
trade organization, although proposals were made in the context of multilateral trcdo negotiations
to improve its legal status through the dofmitivc application of the Gspcral  Agrccmont (i.e. elimi-
nation of the Protocol of Provisional Application).

(c) Initiatives in the t’nited Nations in the late l9JOs and early’l960s

9. In the late 195Os, the idea of sctting up an international trade organization was rcvivcd in the
Economic and Social Council. In 1953 at the Council’s twcnticth  session, a drafi resolution to that
effect was submittd by the USSR.6 This initiative subroqucntlp roccivcd support from developing
countries, particularly at the Cairo Conference of’ 1962. The proposals adopted by that Conforcncc
led to ‘a recoanondation by the Economic and Social Council, during the same year, that a United
Sattons  Confercncc  on Trade and Dcvelopmcnt k convcncd.

IO. On 30 July 1963, a memorandum on prcliminry  considerations regarding the main pro-
visions for an lntcmational  Trade Organization was submitted by the USSR to the Eco~~omic  and
Social Council at its thirty-sixth session and later to the Preparatory Committee or USCTAD.
It stressed the principles of universality, equality, MFS trcotmcnt, special treatment to developing
countries, non-discrimination, etc., and also suggested that the trade organization should deal with
a wide range of issues, such as the interrelationship bctwccn world trade and economic  devolop-
mcnt, commodities, manufactures, commcrciar  policy, price fluctuations, finance, disarmament,
servicer, etc.’

I I . At the same r.tnc a draft resolution on the Establishment  of an International Trade Organ-
iza;ion  was also submitted by the Eastern European countries,a  in which it was proposed that a
single and universal international hod should be established under the auspices of the United
Sations to deal with the entire range orworld trade questions. The dratt resolution envisaged that
such a trade or

K
nization should: i) k univtnrl in character; ii) have rufBcicnt  authority to ensure

compliance wit its own rccommcndationr  and with those of the United  Sations which rclato to
international trade and development; iii) be founded on principles acceptable to all countries, rc-
gardless of dilTerences  in their social systems and kvelr of economic dcvolopn tnt; iv) k open to
participation by any country; v) k empowered to deal with all questions of intcmatiunal trade.
Until such an organization was established, CSCTAD  should continue to he convened period-
ically and serve in the transitional period  as the highest specialized  forum of the United Satiot.,,
bearing  responsibility for promotion of international co-operation in rho field of trade and devcl-
opmcnt and drawing up appropriate rccommcndations  to Govcmmcnts, specialized agencies of the

1 For aramplc.  Part  IV of the GATT and decision wrivcr  on the ~enerrhzcd  cyrtcrn or p’ef- of 1971.
6 E L.677, I4 July l9M.
7 E CO\F.46’51, E COXF.46  PCS&  lmtcr thic  memorandum  was  l nncacd IO Ihr procccdirp  of LWlAD I.

E COSF.46 141, Vo1.V.  pp. 128.9.
8 f COSF.46  Xl Rev.l.  Add.1  and Add2 Irlcr.  Ihe dr& raolution  was  annexed IO the pkecdii~ of l.‘\Cf40 I,

for detail8  we E COXF.  46 141. Vo1.V.  pp 421.27.

/ ..a
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Cnitcd Sations,  intcrgovcmmcntal  organixadons  and the Enccutivc  Council of the Confcrcncc on
quartions  within tho scope of the Confcrencc.

(d) Past considerarlon  In UNCTAD

II. Following thaw dcvclo
intcmationrl trade organixat  on took plrcs  41 the llmt xcsdon  of USr

ntr, cn axtcnsivc  examination of the
P

ossible  cstablishmant  of an
TAD in 1964  Gn the basis

of 4 comprchcnsive  report  prepand by 4 group of ax
inrrr  a&a, that the GATT .WIS not 4 sulkknt1y r

na on this subject nuttar,  which considered,
rmic instrument for the assistance of’ the

developing countries”,’ the repon of the Sccrcury-runerrl  ol the Conference suggested  th41  ‘4
new international trade orgcntxation  Rcc of such BhOttCOtttiftgS  should be established 4s the body
nrponrible for uyin
periodic conkcnccs’. t

out the policy emerging from this Co&erencc  rnd from similar successive

13. UXTAD  ma rccordin8ly  mandated to “review, in the light of cxparicnce,  the efktivcnesr
and funhcr evolution of institutioarl  mmn8emenls  with 4 vice to rccommcnding  such chrnger  end
improvcrncnts  4s might be nccessa~:  and to study 411 relevant subjects, including rmltcn relating
to the crtablishrnent  of 4 comprehensive organuation based on the entire mcmbershlp  or the
Cnltcd  Sations system of organizations to deal with trade and with trade in relation to develop=
rnent’,l~

14. This issue was discussed under an item relating to ‘institutional arran
sessions of the Conictance  and of the Trade and Devclo

emcntr”  at subsquent

p”
nt Board, A ti‘SCTAD  Ill in 1972,

discussion under an agenda item entitled Review of the nrtitutional Arrangements of USCTAD
~4s rtimulated  by the circulation of’s Bruitian  Memorandum which suggested some guidelines for
4 Charter on lntemational Trade and Dcvelopmcnt. These included an approach whereby the .
Trade and Dcvclopmcnt Board would fom1ul4tc  recommendations and pro ouls  for the tnstitu-

tional transfonnrtion of L’SCTAD,  l &ned at the preparation of 4 drafi Phancr or an Intema-
tional Trade and  Development Drganizrtion,  Tot consideration  by the General  Assembly.  The
Charter for the new organization would be based upon the set or fbndsmcntal  principles adopted
by the Conference 41 its first session in 1964, to cover intcmational  trade; science and technology;
shipping; intcmational  financing; and monctay  matters  in their relationship to trade and devel-
opmcnt; as well as special mcarurcs  in avour  of the least devclopcd  countries.  The .Mcmorandum
envisaged that the sccrctariat  of the new Drganizatton would be fonned  mainly by the merger of
the wcretrrirtr oT USCTAD and GAl’T.Is

IS. Following discussions on the question  of a comprehensive international trrde orgenk4tion,
USCTAD II I directed the Sccrctaty-General  of L’SCTAD  to seek the views ot Governments on
this issue. His subsequent report to the Trade and Development Board rtrcrrcd,  imr uliu, that
while USCTAD might be seen 4s 4n attempt to fiil the gap between  rhc GATT and the Havana
Charter, it had tnnde  only 4 partial ras nsc in this respect,  and despite its broad mxndatc  had, in
practice, only dealt  with trade and cvclopmcnt problems insofar 41 they 4row in economic8”
relations ktwccn dcvcloping  and developed countrice  and among developing countries.

16. Subsequently, the issue was raked to the thirteenth and rounecnth  sessions and sixth spe-
~141 scsrion of the Trade and Development Board in 1973,  1974 end 1975 respectively. The

) A repon on contm@  and trade Rob&m  d Devdoptn
pud by a lrovp d rprm b purwma of mAulion  91 t

Wokr:  InulWonal  AWM una~u. 8%k+  WM pi.
(XXXIV)  at rhr Economic 4J8ocdCamdl.  Inthe

npoh the group uunbwd: (I) the
and othw arm#q pobhm;  8nd  ( ) th4 4cUvUm  d lnternruon4l  or(mluuonc  * rclruon  10 wrdr. p4ftimlrdy  theP

oblmn of u4de l d davebpmanc.  pdmrry  commadiw.  rrport  dirmilkrron,

Generrl  4prmnmt  on T4nlmd Trod0  (GATT). It u-48 co&&d  rh01  C All  wu defaahr  Irom 4 honzonul
tundporr.  bruuw  1 was  not conamnd  *JUt  MrnrUonrl vrdm u a rhola. and  from I vwucal rundpoinl  because
11 dm noI ulrrr  wade  amon  eounuk,  II dllTwent tu9a of aonomlc  dcvalopmc+L

?!a
IIJ wope of won WI@

Lmlon  N8 ed and il WI not a ul&ianUy  dywntc  inttrunnnl  for Uw uaitlrncc  of the dwrlo@n[  COYIWWS.
8a E COUF.44  141.  Vol.\‘. pqa 410.
l Intem~Uoaal  I’M& Or~rruuUon  (IT

r9rrph Ill. lhr 9rou Jao aweted  Uto  need@  for UN aN!ishmonl  of

E COSF.44  141,  Vol.v-.
0) md, in Uw rqud, our prop&  wrc pun  loward. For drrul~  weP

14 fowub 4 mw urd4
p1E CONF.46  141,  Vol. I.

icy Tar dwelopmmt, PM IWO. f3wp.V.  Sut.  I, rrpraducrd  in Procwdin9s...  (lint cariN

1) Cmerrl  Asumbl~  raoluUon  IW3 (XIX) d lo Dawmbrr  I944 on &a r(rblirhmmc  of L\CTAD.
11 For druil, we TD L.4B.
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Sccrctary.Gcncral  of’ USCTAD submitrcd  a report to rhc Board at its thirtccnrh  session in which
hc expressed the opinion that “even if the will to establish 4 comprchcnsivc trade organization ,wFe
present throu
at that oal.

t
!
hout
iisto

the entire membership of USCTAD, there would be no shortcut for amvt?B

undcna ing such a l r=reachine refomt, In fact a considerable amount of factJindin@  and dctaM7
bears witness IO basic conceptual, political and legal~dillicultics  inhcrsnf  JJI

analysis would be necessary, against the background of the cumm  insliturional  wring  and of’ in=
creasingly  interde
of actions in rho K”

ndent trade flows”,ls The report also referred to the rowing inrerdcpendence
eld of international trade, payments and Ctrancc  as a ?actor aflccting the insti=

tutional  fianwork.  While fbcussinB  on the problcmo arising ftom the the poslriblc  inconsistenCy
or even incompatibility of decisions in dmennt  organizations, and looking ahcad to the breadcr
question of the characteristics of a comprehensive international trade brganization, the report
asked some fbndamantal  questions which would have to be clarified before the design of’ Such an
organization could be undcrtakan. ‘6 The Board at its thirteenth session adopted a prucsdural  de-
cisron refer&# the matter to its fourteenth resrion and calling for a flrthcr  report by the
Secretrr)l-General of USCTAD on the basis of GovemmanU’ views (decision IOS (XIII)  of 8
September 1973).

17. At the fourteenth session of the Board, the Sacretary&.ncral  of UNCTAD reponed that
no rignikrnt new elements had emcreed  from his consultations and SuQgcsled that the Board
should convey irr views on the matter to the General Atscmblg at its specral session on Dcvclop
ment and lntcmational Economic Co*operation  (seventh I
ution 120 (XIV) of I3 September 1974, the Board referred tF

cial session). Accordingly, in resol-
e question  to its sixth spcciol session

(*March 1975), to bc considcrcd  in the context of the mid-term review and appraisal of the Inter=
national Develo
submit a more 8

mcnt Strategy. In doin so, it requested the Secrct~ry-General  of USCTAD to
etailed analysis of the issues involved,

18. The report submitted in response to this request ru~gcrtcd  that any new institutional at-
ranacmentr should respond to the following criteria: a) untvcrsality, in that all States should be
allowed to participate in formulating
on agreed ObjcctiveJ and an ayead c0s

olicics and taking decisions;  b) their rules should be based
c of behaviour,  rcflccth~  the dflering interests 5faU States,

and should also take account of the role of transnational corporations in irrtcrnorional  economic
relations; c) they should condtutc a comprehensive and flcxiblc framework for intcr~ovemmental
agreement and co-operation, with a diflerentiation of meadures  to deal with various caleBories of
economic relations and for dinerent  types of international action, including deliberation, recom-
mendation, negotiation, consultation and seltlemcnt of disputes; and d) their rcope  should be
clear1
and t31

defined in relation to- other insritutional  arrangements in the economic and social sphere
cy should be organically linked to interrelated anan~ements  in the arcas of money and fi=

nance so as to ensure consirtency  and complemcntarity  m a
taken. The report concluded that “neither UhCTAD nor GAT?

proaches adopted and decisions
, or even the two 1o#cIhcr, sstisl)

all these criteria and hence new rrran#cments  ought to be rnsdc to deal with trade and develop
ment problems  in a comprehensive manner. rot this purpose, an open-minded approach would
be rcquircd,  free of’vestcd intcresls in cxirting institutions and inspired by an objective  assessment
of’ their strengJs and wcsknesres in relation to the functions to k performed. It would be no easy
task, but it is a challenge which the international communiry  should not ignore”.’ The Board de.
tided to transmit the report, together with views exprcsrcd thereon, to the Gcncral Assembly at its
reventh  rpccial  session.

19. lnstitutiOn~l  issues were again discusied  at L’SCTAD IV in 1976. I’hc Conf’orence  jn its
resolution 90 (Iv), reco8nitcd  that thr strcnathening of CSCTAD  would be a step tow&& the
objective, as envisaged in General Assembly resoluGon  1995 (XIX), paragraphs JO and 31, relalina
tO the creation Of a comprehensive organization to deal with international trade and relaged issues
of international economic co=operarionY

II See ‘I’D B 4% prrr.6.
14 These  quesllom  were namely:  a) Should a rhob rmqepfdcprm  of commkmenf  bemvL~ed,  rrn@ng  from legally

blndinl  r~reank?nu  lo non~mmdelory  codsl  of conduct; b) Should share  be only one WI of trrdina  rules  of universal
rppliurion or should  rhere  ba, in #dltion. wprrrls rulca  for arch of the main  vrda flour;  c) To what rrlenl 8hould
8 new urdr OrjMiWon  80 beyo~~capdn~  dqendence  on mrrkr fofca  aa the main  quillbrrring  ekmenl  in &he
inr~~tional economy. and rdopla mrnged  approach IO VI& rrpanriocl,  containin  ekmmu ol conmod  plan-
nin#;  and 6) How could lhe new or#miution  dul moat  efkdvely with lr particular urdc and dcvrlopmenl  rv-
quiremen@  of devrlopinl(  couolries.  including  rhow  ~pcrific IO lcrrt  deveI@  among  them,  See  Ibid.. annex. prrr.  IO.

IS TO B 535 l d Add.].
16 tD.2ltl(\‘ol.l),  p. 39, I. para.  ! (d).
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20, A bricf’rcview  of the past consideration in l!SCTAD  on this subject matter was conducted
et LSCTAD VI in I983.t’ In the Ii9ht of the rcsultr of the Tokyo Round of multilateral trade
negotiations and their impact on the international trading systcm,t* CSCTAD was given the spc=
cific mandate to study dcvclopmcnts in the international trading system and to make policy rec.
ommcndations as to its strcngthcninp  and improvcmcnt, with a view to giving it a more universal
and dynamic character, as well as to msking  it more responsive to the needs of’ the developing
countries and supportive of accelerated economic  growth and dcvclopmcnt, particularly that of
dcvclopin9  countncs Is Pursuant to this mandate WCTAD  has prcparcd a number  of studies on
davclopmants in the trading system, including for Uh’CTAD VI&m in whose Final Act this man-
date was confirmed and cxtcnded.

(c) Proposals from the academic community

21. Throughout this period, the subject of an International Trade Gr9anization retained con=
riderable  interest in the academic community, particularly during the 1970s. The idcas which
emcreed for the strengthening of institutional amn8cmcnts  fall within a spcetrum  which, at one
end, cnvisrges a system derived rrom  the GATT, but which would provide a 9uidin9 role in the
management of the trading system for major tradin8 countries and those willin to accept more
binding obligations. This approach was perhaps best exemplified in the Atlantic Council’s pro-
posal for a “GATT Plus“st l a two-tier system where devclopcd  countries acting within the Ramc-
work of GATT and in Wthcrancc  of its objectives would conclude a supplementary agrcemcnt
(Code of’ Trade Libcralixation) among themselves to liberalize trade in accordance with trade rules
ti9htcr than those of GATT and to administer those rules thcmsclves  on a wcightcd=votin9
ba8is.u  Relations bctwccn the dcvclopcd and developing mcmbcrs  of GATT would continue to bc
handled in accordance with prcscnt GATT proccdurcs  and votin8 arran9cmcnts and developing
countries would retain all their legal trade rights under GATTY The outcome ol’thc  Tokyo Round
could be repardnd  as a step in the direction forcscen by the Atlantic Council.

22. The other end of the spectrum foresaw s more comprchcnsivc institution along  the lines
provided  for in the Havana Chmcr, which would attempt to cover the widest range or intema-
tional economic issues and involve universal partidpxtion.s~

23, Miriam Camps advocated the establishment of a comptchcnsivc 81obal  trade or9anizationss
open to memt-crship for any State accepting a few common principles, whdsc mundate  would cover
all “trade-related structural issues’ extending beyond the areas covered by GATT, According to
Camps the two biggest institutional requisites in the general area of trade policy are the need to
incorporate developing countries murc fully into the global tradin8 system and the need for more

I7
IS
19
1)
aI
aa

aa

a4

1

For druid,  of OIal review cw 70’326 (Vol.lll),  Uniud  ?Won, Publiulion,  Salrr So.E.II.II.D.8, pp.3W316.
See TO ‘274.
bnkma  raolurion  I SO(W). . .
See TO 326 Rrv.1.

/M, p. 6, In UW view of On Council, Ihr flea OC Ihe one~unuy+nr+o~e rule had bean lo @I le eonvollin#  void
in all GATT  daci~ionu,  wen  Thou &cUn~ vrde  amon Ow drvrloped counvian,  lo countrio,  wilh l unrller  voluma
of vrdr l d 8 h&tar  rbiliry,  cl Wr preaenl  aate ofLopmml,  IO rsrumr  new vrda  obli2rUonr.  U&r Woe
circumt~~ca ti developed counoir,  hod lended  lo ulre  tb& commivnanu  in GATT Inr end Ias, rrrlourly.  The
Ceundl prow MI dec&ionmakby  k mponriw  lo Ibr ccrmomic  weigh1 of UIC pukipenu.
Ibid.,
opm of lars, rccearion~.  Counuisc  wt~ich we~pc  drvclopkq  could Join when rho) reached a Ua#c  of developmentr

p. 6.7.  ‘III@ new r~reemcnl  would be opts lo couMe~  which rccepl common vrdc  ruler  and would remrin

whwe  &hey ware no longer  in need of special  privilato,  and whm rhc) acquired a more dIrea inurea  tn &hrpina  and
eonuibulln~  4 U2hler  u&din8  ayctem.
See, in prrrlcular,  Camps,  Car/or a Keu  G/o&J T&t ~ania~rion,  Council on Foreign  RclrUon~.  Inc., \es York.
1980,  and  aho we S. Roam, Aoru on Rub and Mtdmiuu Goutrnrng Inrtmariond  Economrc  Rtlariorv  (Fonlon.
01. Michalwn  InaUwu,  1900)  which rddressed  UW ~1.Tokyo Round tilurrion.
II vu enviu@ by Compn  lhrr tuch  l compmhmaive  global  urde  or@miuUon  could have  many  dillerenl subridfry
bodies, such  u: (i) WBmd  urde code;  (Ii) olher  c&a on Wrderelrled  queslionr;  (iii) Urde  comr$llrr  for developIn
countir;  (iv) L de policy review bud; (v) adWry council on tihr WucIurt of tic 2lobrl econom!;  (vi) l gtiallufe;
(vii) commodiUa  board;  and (viii) council on direa forair invslUnm1  end butinat prrcrim: tome  of Ihew  Odin
would hrve  brord mandates  while o&her%  wilh nurow,  brw~pecific  utks. end tome of lhem tiould  be rUmlirlly
concerned wilh rule-making and  rule enforcemml,  olhcrr  u&in2  rimply 16 ConrulUUvc  groups.
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international conccm with problems rclatcd to the process of structural changcP lntcmationa!
concern with ruuctural  than

f
e should not only fOCU8 on national policies but consideration should

also be given to intcmationa action to identify areas in which change is desirable and to assist the
process of adaptation to new patterns of production.st An Advisory Counril  of the Grganixation
would support this process through constant study o& and dissemination of information about thhe
changing patterns of production and trade,

24. Stein Rossen built u
8

on the proposs!s  of Camps and others,ss  and ur cd that the intcma-
tional comm~ttity reconsi cr the question of the establishment of a Rcomprc cnsivc trade or an-
ization (CTO), “a ~nivcrsal  organization which would l dtninjstcr the world trading system an %, in
particular, bc responsible for the management of trade-Mated  structural change and adjustment
within the fiatncwork of a broad approach to trade and development issues”. This would COW
“all hctors of substantial relevance to industrial activity as an integral part of economic and social
development’, ittcludinll  ‘factor incomes and working conditions, technological developments,
prices, rates of consumption and availabilities of non-rcncwable raw materials  and UuUon and
other environmental factors”. YThe CT0 inter u&a, would keep the patterns o investment,
production and trade under continuous review, and be adequately informed  about rektvant TSC
activities and the interplay between  Governments and TNCs.

25. Recently renewod  attention has been given to this issue  in the context of the challcnSc8 posed
by the L’rugury Round. For example, John Jackson recently observed that the multilateral trade
8ystem based on the GATT was betn9 eroded by (I shift to bitaterahsm,  rising protccUoni8m and
neglect of r&s by the major trading countries. The inclusion of the complex issues of sewices,
intellectual property  tights and investment in the Uru9tug Round only served to increaK the strain
on GATT’s structure. He identified such institutional problems as its ‘provisional” application,
the difRcultics  in amendin GATT AniCkS, the unclear relationshi

P
bctwccn the General  A

np
rec-

mcnt and the MT’S Codes, and the confUsion  with rcspca to the rc ationship between GA and
the domestic law of its contracting panics, and suggested a stepby-step rcfonn  approach ad-
dressed to each of those problems scparatcly. While he favourcd the establishment of a World
Trade Organization (WTO),  the model he envisaged would, unlike the IT0 proposed  in the
Havana Charter, hot contain many substantive obligation8 but would take the form of an Umbrella
instution, with a firm constitutional basis but ‘evolving SUbStanCC”,  to administer and service
GATT, the existing MTN Code., the Uruguay Round results and future nwltilatcral trade agree-
mcnts.~

fiuffent proposals for a multilateral trade organization in tht context of the Umgwy

26. Proposals have been advanced in the L’ruauay  Round context  by some dcvcloped  countries
to the effect that the outcome  of the ncpotiations should result in GATT being 9ivcn a permanent
institutional basis through the establishment of a new international trade organization. The
Europcrn  Community has fomully  submitted, a rclrtivcly detailed proposal to the Negotiating
Group on the Functioning of the GATT System (FOGS) on 9 July 1990 advocating  the Estab
lishment of a Multilateral Trade a@zation  (MTO).H The principal objectives of the EC pro-
posal were: a) to ensurc  the effative implementation of the results of the Urugury  Round; b) to
adopt dispute settlement procedures applicable IO all multilateral trade agreements;  c) to establish
a sound rnstitutional  framework for the GATT; and d) to provide the GATT with an adequate
institutional brris to co-operate on equal terms with other organizations, in particular  the IMF
and the World Bank, so as to ensure greater coherence in globsl  economic policy=making. It rc-
commended the conclusion of a purely orpnizrtionrl  afpccmcnt on an MT0 without sub8tantivc
provisions. An .MTO of this kind would act as an umbrella  for the administration of the GATT
and other multilateral trade agrccmcnts (Tokyo Round Codes, scrviccs agrccmcnts, etc.). The

U Camps, op. cu.,  p. IO.
Yr Ibid,  Trade Poticy  Rnicw  Board’,  the principal urde poliq  body of the OqmiuUon.
01 Roaten,  op.&..
1) See John Jr&sun.  RUIWIW@ rl)r GA 77 Sysrtm (Londaa Royal lnuitule  or IntemaUon~l  Albin. 1929).
~4 CAT?  MIX. GSG SCM u’ 42.9 Julg  IOQO.  Ibe CZ. at iu Lo&n tummit. notd that  a syccIuru)  OUICO(IPI  of

the Lru#uay  Round would a&e all for dt insUiuUonel  mnlorw1  of rht mulUWral uadiq Wern  and  UW
concepi  of an inlrrnuionrl  trade  oryniution  Gould be addrated  in this  conteat.
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main clcmenrs  of such I MT0 treaty, es foreseen by the EC, would lx: (i) provisions on member-
ship and on a common orSanixational  structure;  (in) the legal basis for takinS actions on the im-

Ii
lementation of the results of substantive negotiations; (iii) the establishment of an International
urCau or kretariat; (iv) budBetsy provisions; and (v) provisions on the lcgsl capacity of the

organization, privileScs and immunities of its stafT, relations with other organizations and final
provisions (amendments, entry into force, etc.).

27. The Canadian delegation had earlier informally communicated similar idcas in April 1990,
stressinS  the need Tot an institutional structure adapted so as to resolve the problems l tising in
incorporatin
and f

the apecmsnts  ax
trade-m ated aspects of inte lectusl property riShts (TRIPS) into the multilateral liameworkp”

ed to be reached in the Uruguay Round on trade in services

of trade rights and obligations, in rosolvinp  the legal and procedural problems involved in intro-
ducing amendment8 to GATT, and in revising the Tokyo Round Codes and clarifying their re=
latioaship  with GATT

28. Somewhat difkent ideas were communicated to the FOGS Group by Swiuerland,J~  which

Ill
roposed the strengthenin
oods institutions. The f

of both GATT as an institution and its co=opcration with the Bretton
wiss submission aims at establishing GATT as the authority with the

necessary knowledge and experience to conduct a meaninglll trade
review of the mandate, stmcture,  site and corn osition of the GAE

licy dialogue, advocating a
Secretariat with a view to

reinrorcing  its independent  anrlytical ca
9ii

city. Ae United Strtcs also prcscntcd a rorrnal  proposal
to the FOGS Group on 18 October I su
Board with a view to improving the f

gesting  the establishment of a GATT Manegcment
overa I electiveness and decisionmaking of the General

ASreemcntY

29. These instutional proposals have provoked divergent  reactions from other participants, both
developed and developing. Some have expressed a generally positive attitude to aspects oT these
p:opossls,  and others have taken the sition that such institutional matters with rat-reaching
rmplications  were not covered by the lruguay  Round mandate. Set others have expressed ther
view that these matters cannot properly k considered until the shape or the results of the Round
became clear.

30. The draft Final Act presented to the Brussels Ministerial MeetinS  orthe Trrdc SC otiations
Comnittee  h December 1990 envisaged that work would he initiated  towards the esta%lishmcnt
of an organizational aSreement, although square brackets in the text indicated disagreement with
respect  to virtually all relevant aspects of’ this issue.u Some  participants advocated the establish-
ment of a new multilrtenl  trade organixation  which would senice both the GATT itself and the
L’nrgwy Round Agreements, and would also provide the forum for the negotiation Ofagreemcnts
in areas related to trade and development. Other participants considered that a new organizational
structure should only be considered  rRer the completion of’ the Uruguay Round. Some panic-
ipsnts  also proposed that the basic elements or such an organizational agreement would bc worked
out by an Interim Committee to be astabliahed  within two months aRcr the date or the Final Act.
The text or the drrlt  Final Act constitutes the basic document for the resumed negotiations  in the
Uruguay Round in 1991.

(g) Suggestions madt in the context of the United Nations/Economic and Social Council

31. The idea of a new initiative towards the establishment of’an IT0 has been revived in the
L’nited  Nations. In a statement to the Economic and Social Council at its 1990 summer session,
the C’NCTAD Secretary-General drew attention to a number of issues arising from discussions at
the thirty-sixth session or the Trsde end Development Board about institutional questions raised
during the Lnrgury Round. These issues, he believed,  were ofconcern  to the Economic and Social
Council in view or the role accorded to it by the Lnitcd  Sations Charter. The view had been ad-
vanced that proposals currently on the table were a reminder of the incompleteness of existing

II GATT  MTS.GSG’NCI4 W II, 17 \la~l9W.
P Thin pro

$“’
remllod  chn Ow llrvana Charter  conuincd  provision for olr Eracuriw  Bortd within the 170 and

w&gel rhrl Uw GA77 Mana  omcnl Board  would be mublished  81 the MinisIwial  level  wllh  wide functions. in-
cludinl  taking primary  rmponml a Ii1 . for dwclo  InI l ourline.  for the contidnrrion  of lhc Convrdn~ ParUm or I
IUccalor orgudrruon  to the CAl-i (GATT &S.GSG  SC14 N’.IS, II Octobev  1990).

u MlxTSC w.33 RWJ, 3 Decemk, l9w.
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structures in the arca oC international trade. While thc*objectivcs  that had inspired  some of’ thcw
proposals appeared legitimate, concerns had been exprcsscd by some developing countries that the
linkage implicit in such proposals between rights and obligations in the new areas under negoti-
ation with those in the goods sector would, if accepted, legitimize the threat of cross~ntaliation
against weaker trading partners.

32. Reference had also been made to a number ol systemic factors in the evolution ol’the world
economy which would hrve to be taken into account in any cll’ort to strengthen the relevant
international organixationr These included the mowing  interactions between trade, investment,
technology and services; mxssivc capital fIows urueIated to wade which have tended  to generate
exchange rate instability with adverse consequences lot intemationrl  trade, rxpid  technological
development which is exerting a fu-reaching  innueace on comparative advantage based on natural
resource endowment, and the emergence of’ trading blocs involving ntsjor trading pxrtners which,
if unwisely managed, could lLnkr fragment the trading system Finally, while the search for
greater coherence in global economic policy-making appeared to command general support, fears
had been expressed regarding the possibility of cross~onditionaIity rrishg  Ram the type Or coI=
laboration envisaged between the I.HF, World Bar& and GATT.

33. In view of these considerations and in the light or the wide*ranging responsibilities co&red
by zhe Chaner on the United Nations in respect of the co-ordination of international economic
policy, the Secretary-General  oTUSCTAD  suggested that the time had come for the General As-
sembly and the Council to consider exercising appropriate oversight in relation to future institu-
tional arrangements in the area of’ international trade. In his view, ,the United Sations is ideally
situated by virtue of the Chancr  to promote coherent policies in such intenelated fields as invest-
mcnt, technology, trade, money and finance and the collective management of the world economy,
These arc areas in which the responsibilities or international institutions are divided and where in-
consistencies are apt to occur. He recalled that many of the basic ideas underlying the Havana
Charter remained  valid:  any new arrangements should be comprehensive  in subject coverage, uni-
vcrsalin  membership, based on agreed objectives and norms of’ bchsviour,  responsive to the in-
terests of all members, equitable in decision-making, and organically linked to related structures in
the areas of money and finance.

34. At the ssme session, the Economic and Social Council adopted resolution 1999’57 requesting
the United h’ations  Secretary-General to report to the General Assembly at its rony=sixth  session,
through the Economic and Social Council at its second regular session oll991, on institutional
developments related to strengthening of international organizations in the area of multilateral
uade, taking into account the provisions of paragraph 32 01’ the Declaration on International
Economic Co-operation, in particular the Revitalixation or Economic Growth  and Development
of the Developing Countries, adopted by the Assembly at its eighteenth special session,w  which
had called Tot the strengthening  of international institutions in the arca of’multilatcral trade.

35. As recalled in pxragraph I above, the Economic and Social Council resolution was reaf=
firmed by General Assembly resolution 45/201 or21 December 1990, which in addition requested
the Secretary-General, in preparing the report, to solicit the views of all Governments and the
executive heads or the specialized agencies and other organizations and programmer of’the United
Nations system on this matter.

36. At the second regular session of the Economic and Social Council of’ 1991, USCTAD made

Y Subsquently,  Uw Grou ol I5 (a v
hald in Saw York on 2i 30Seprmher  I

of devdopinS  couwia with major  urdin) crprdly).  81 lu Minburl  MatinS
, btued  I ualenml wh&h included Ihr  following  i-!mrWionr:

l . . . Panicipants considmd  that tht propossls  for I new .\fululstm)  Trsdc Organissrion  (MO) to
impkmmt  tb: rcsul~s  of the C-y Round, ss prsscntcd,  us limiied II) hops,  noi fully mponsive
IO the acsds  of Ming boas, csp&alIy  the dcvebpuwn~3  sspiraiionr  of the developing cou&ss,
and could moreover me to kgitimizc mrlirtioa LP the form of tnds nstnctioas in respoow  to
developing counuy policies oo ssrvicss  or tcchnobgy.  ‘The participants  thcrcfors  cxprssssd  the riew
rhat the time is ripe for -on within the US ~stem on the cstablidunmr  of a comprshensive
Intcmrtionsl Trsds Or@sation. This mstta should be taken up so the cwsnt session of the
G.A., as well u al CSCTAD  VIII in 1991, taking advantage of the pmnl impwed climate  of
intcmatio~J re&~iot~~ io gencnl,  and pwtbkrly  the strengthened suppon  king &za IC: the LX’
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a progress report on the status of work relating  to the preparation of this rcportu  Thcrc wcrc some
discussions on this subject matter. While it was the view &some  delegations that at this juncture
the repon of the United Sations Secretary-General to the forty-sixth session of the General As=
scmbly would k premature and the discussion.on  this matter  could be initiated l Rcr achieving
results in the Uruguay Round, others  called for the initiation of work towards a universal, corn=
prehensive and democratic US-based International Trade  Organization that would py special
attention to the relationship bttwecn  trade and dcvclopmcnt,  provide equity in dcciston-making
and also encompass commodities, transfer of technology to developing countries, issues related to
sustainable development, restrictive business practices and dcvclopmnt  finance,

(h ) Other proposals

37. The issue of reform of international institutions was discusred in the South Commission rem
pot�t  l the Challenge IO the South. This report  argued that the ‘votal role of the United Ntions
in the management of the international economic system rho up”d be secured.  With the easing of
world political and military tensions, the demands on the United Sations in its primary traditional
role l to preserve international peace and security  l could be cxpcctcd  to subside, allowing it to give
a higher priority to economic and social issues, Furthermore,  the inercasing  globalixation  of the
world economy posed problems for the solution of which no intcmational set of mechanisms
existed. While taking into account the growth in the activity of transnational  corporations and
other transnationai actors, and of the greater prominence of transnrtional issues, such as
environment, the uses of outer space, etc., it fbrthcr argued  that then was an urpnt need to
strengthen the role of the L’nitcd  Sations in the management of the world economy. It also felt
that equally essential to an improvement in global economic mxnagcmcnt and decision-making
was the reform of the voting structure of the principal multilateral fbtancirl institutions. Most
importantly, it seemed opportune and was suggested tlrdt a summit  of leaders of a reprcscntative
group of developed and developing countries should be convcncd  periodically,  under the auspices
of the United Nations, to review the world economic situation, the prospects for development, and
the environment with a view to exploring the interrationship  of the various components  of the
world economy, notably the monetary system, finance, and trade, their links with international
political and security matters, and their impact on the dcvelopmcnt prospects of the developing
countries. Such summits should recommend guidelines for action by various specialized agencies
of the United Nations and other  major actors on the global sccnc.Y

38. The need to strenqthcn  international institutions in general  to promote  multilateral co-
operation in the areas of peace and security, development, cnvironmcnt,  population, democracy
and human rights and global governance has ken the focus of the recent Stockholm lniriurive  on
Global Security and Govemuncc. n In particular, the latter proposcd  “a strcngthcning of the
multilateral framework of trade-related  agreements, reducing protectionism on all fronts, and
expanding opportunities for developing countries’ particitstion  in world tradc”a as a means to
create a more conducive international environment for the 1990s. Some other related suggestions
were also made, such as: (i) broadening of-the United Nations mandate at the Security Council
level to handle the security dimension of economic and ccologieal issues; (ii) defining a clcarcr
division of labour  between the IMF, the World Bank, the rcdonal bxnks and the United Sations
organiutions, in particular USCTAD; (iii) expanding and strcngthcning  of the GATT. Finally,
a general policy recommcndetion  was proposed  that ‘the International .Honctery Fund and the
World Bank be coordinated, amon themselves and with the United Sations system and GATT,
wjth the aim of a clearer division orlabour,  better harmony and full universality in their workP

1 See document E IWl 98 and the in~roduc~oy  u~~emen~  on whir tub/ccl mattes  by Olr Depul~  IO UIC Secrrury-General
of CSCTAD.

Y Cltaftqt  IO I& So&. South Cemmbrion  R~pon  Cen~8.1990,  po. 261-265.
3~ The Stockholm IniUrUve  hrd brotqhl  ~o@~er  nome  or the world’s prominenl  vr. who on 20.22 April IWI

rormulrted  a number oTpropos&  to moel lhc major chrllm~n for UN 1990,  b) cwrdinrrcd  rnullilr~arl  &on. I I
conrinued  IO some  ~16111  the work of lhhe  inlamrrionrl  independent commiuionr  of the 1980s.  ch&cd b) IV. Brmdl
(North4ouU1  Commiuion), 0. Palmr  (Independent Commission on Diufwumml and  Security lourr). G.H.
BrundUmd  (World -ion on Environment Md DNopmm~)  and 1. I\)aar (South  Commition).

SC Common ReIponriW~in  rhr l9Ws - rhe Sac&ho/m  IMaW on Global  Stcw~y  andCownmut.  22 April. 1991.
Stockholm. p, 23.

H lb&p. 40.

.
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C. Need and oppo~unity for institutional reform in tbe area of multilrterd  trade

39. Four main themes can be idcntillcd  Rom the various approachos advanced  toward
strqthcniq  international trade organizations. They stress the riced to (a) cfkctively  l ddrws the
iss~ arisbg from the growing intcrdcpendence in the world economy, including the rtobrUu\ion
of markets and itmlinkagcs between trade, technology,  investment and services;  (b) ensure
universality of partici~tion  in decision-making und comprehensive subject covcra e; (c)anablc
the developing countncs  to transform their economic structures and improve their cvels of livingf
in the context of rccelcrated and sustained world economic development; and (d) stmgthcn  the
l dministmive and institutional support for the implcmcntation  and enfor-t of multilateral
agreements.

40. Increasing &tterdqcn&nce  amonq  national economics cncom
international trade in virtually all countrtcs, amplifying the im

sscs  greater reliance on

decisions.  It is also reflected in increased intcmational flows oP
ct oPintcmational trade Policy

finance, invcstmcnt, information,
labow and technology, which play a key role in competitiveness in world trade. For example,
technology  transk and the incorporation of new technologies in manufacturing proccsscs arc of
major importanec  to developing countries, as new technological devcloprnents  have led to a con-
siderable erosion of the comparative advantage enjoyed by developing countries in the production
of traditional commodity cxponr. Eflorts to establish more cxtcnsivc international disciplines in
a number of these ucas have Icd to an cxprnsion of the agenda of international economic organ-
ixations. This agenda now goes far beyond the traditional issues concerning trade in goods and
transport, to include issues relating to production structures, international property ri

I
ts (intel-

lectual propcny,  investment) and services, which itsclfcovers a spectrum of issues, ioclu ’
movement, culture and clcctronic  data now.

g labour

41. No organization has the mandate to deal with these issues in a comprchcnsive  fashion.
The mandates  of existing organizations overlap in some areas; in other areas responsibilities  that
should be carried out in their integrity are divided, and as noted, there are lacuna8 with reqtcet to
son@ issues. A key factor in this regard is the extent of which the major trading countries are
willing to engage in multilateral discussion or negotiations and to enter into contractual agree-
mants  on prrtkular subjects. Presently, however, in spite of gtouhg  economic intudcpcndcnce
and globalization, the necessary  conditions for a comprehensive  international governance of
cross-border transactions are still far from king realized.

42. Growing intcrdcpendcncc underscores the importance of the long-sought goal of
universality, in that all countries should be able Mly to Participate in the international dccision-
making roccas, and that their views and interests should be reflected in international amnge-
mcnts. RI orcovcr,  regionalism  as a force remains strong; intra-regional  trade should enhance the
diversity of international trade, scwe as a building block for a more dynamic trading system and
increase the c&tivcncss of iatemational  trade as 1 vehicle for promoting dcvclopmcnt. Ensuring
free and fair trade at the regional as well as at the #lobal  lcvcl should also be an objective ofefforts
to strqthcn  iatcrnational  institutions in the arca of trade.

43. Tbc cnlaqmmt  of the trade agenda over the years to include a variety of rclatcd dcvclop
ment issues has been  a positive trend. Set under existing arrangements, traditional trade issues
(such as tarif!!!, and non-taritTmeasurcs),  the evolving relationship between trade and development,
and various functions and sectoral, issues (such as. for example, the administration of contractual
obligations and investment) arc addressed in difkcnt institutions, from differing standpoints and
in apparently disconnected fashion. While  existing institutions have proved their worth, a simple
cnlargcmcnt  of their agendas  without regard to their relative technical expertise and expetiencc as
well as modes of operation and decision-making  caprbilitics uill not necessarily ensure success.
The diflicultica cxptricnced by Governments with regard to the inclusion of investment, services
and intcllcctual ptoptny issues in the Uruguay Round arc illustrative of the undertying  problem.

44. There is a aecd, too, to strcngthcn  institutional arrangements so that a cortsensus  on a given
issue can not only k developed with due regard to its intcrlinkagcs  with other issues, but also

/ . . .
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tranrlatcd  into multilateral  undcrstrndings  as a basis for codes of conduct, contractual culas, or
joint and concerted ‘action by Govcmments. Some  issues, panicularly those of s cial intcrcn to
smaller and more vulnerable countries, may never k proper1 considered, while ot

#h
rcrs may bc only

partially dealt with or reflected in multilateral  l 8rcemcnts. e various obligatiops,  codes of con=
duct and understandinls  developed in the cxiqtina  institutions are not all equally cllPcctivc,  bindine,
enforceable or followed up in national legislation and policies, The evolution as well as the in+
plementation of a

p”dof the institutiona
understandings  is necessarily fragmented because of the fragtNnted 8tUte

st~cture. For some issuer, there are no aMrive intcmationally  l graad ~108;
for example thare is no multilateral Ramwork  Tar roreign direct investment. For others, cxirting
intcrnrtionrl  undcr8Undings  have not evolved to reflect chanec# that have taken place in pouch
perceptions at the national level, or in the wrys in which economic operators actually make dtci=
iions and cntct transactions in the context of modernized corporate structures  and globalhcd
production processes.

45. Another challenge to the international trading system which has yet to be reflected inkent
institutional arrangements is that o~ensuring the compatibiit
protection of the #lobal enviromt  and the requiramcnts  or

of trade licics tith those for the
sustainrb e dcvclopmsnt.r

quircs a global consansus as to
‘f’@ TS-

rioritics  and criteria which would counter the abuse of cnvuon=
Pmentally motivated measures or rotectionist  purposas,  and provide a basis l’or any fbtufe

modification of multilateral trade ru es that might be required.Y

46. A reformed institutional fPamework  for international trade should provide a firm political
basis adequate for aquitablc multilateral economic co-operation. Smaller countries require eCTec=
tivc international institutions, as well aa agreed rules, to protect them against the possibility of
unilateral and discriminatory action b
quircmcnt, if only for the purpose o?

larger trading partners. LarBcr  entities share the vt?e ,re=
undcr@nning orderly economic interchange and dlsctpltn,e

over diverpent economic interests in the pohcy formulation process. The grown@ resort to uni=
lateral dension-making  and biiatcralism  hampers consensus-building. In the absence of conscnsu8,
negotiations  of multilateral agreements  on trade-related  issues have tcndcd to be marked by ,lrck
of transparency,  bilateral bargaining, and the dcploymcnt of’ the economic weight of larger enuties.

47. The evident increased confidence in the potential or the United Sations,  and the siens of a
revival of multilatcralism,  provide the international community with an unprecedented op~rtunit~
to take cfT&tive  initiatives for the strengthening or international organizations  dcaline  wth mulo
lateral trade. The universal recognition  of the importance of an open trading system, and the wider
acceptance of outward-looking market-oriented economic

p”
licies as a stimulus to trade and sus-

tained economic development, underscore the timeliness o such an cfiort.  The General Assembly
and Economic and Social Council resolutions constitute a necessary starting point for the process
of evolvin the strone institutional arrangements  required to deal with the trade and tradc=relatcd
issues oftI!e coming decade and beyond.

D. Imues to be considered in sttengtbening  imtitutionrl amnpnents

48. The strengthenin8  of intemational organiza;ions  in the area of multilateral trade should be
seen as an integral part of eCTorts  to revitalize the central role or the United  Sationr in providing
a stable economic basis for the maintenance of world peace and sac&y, and for the cfl&tive
pursuit of the objective of sustainable world economic development. As in&vted above, the
failure of the Havana Charter to enia into force led to a fngmentation  of instltutlonal stwtures
dealing with trade and trade=related  issues. The inclusion in the constituent  instrument  of
L’SCTAD  (General Assembly resolution 1993 (XIX)) or a mandate as Tar back as 196J to work
towards the establishment of a comprehensive organization to deal with trade and with trade in
relation to development suggests that the intcmational  community has long been conccmcd to
remedy this shortcoming.

49. To be successful, cllbrts  to strengthen international organizations in the area of multilataral
trade must be adapted to the realities of the 19905, which arc the result of rapid political, economic
and technological changes of the preceding decade. There is now virtually univ’crsal acceptance
of the merits of an open, competitive and non-discriminatat?:  international trading sytcm If’ such
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a trading system ir to provide a ntimulus  to the dcvclopmcnt  process, good national and intcma-
tional  economic  manapmsnt, adcc(wtc  cinancial  mrourccs  and sccun and non-discriminatory ac-
ccss to markets among other thinga remain errant&l.  However, these conditions ate not sufficient
to provide countrica with the mana  of competing in an o
their poridon  in the Mntatiunal  division of labour. TF

n trading system and thus to improve
IS would require’ that international or=

ganizationr addrear  I wider ranga of insucr,  including access to technolo
crpitrl xnd l&our flows, an WBI x8 competition  law and the elimination o 1

y and to inlormation,
anti-competitive prac-

ticcr, In addition, them ir the need to annrum that international trade does not result in an
exacerbation of dinpxritioa  in ruabu6 of living or in the marginalixation  of countriar  in the
trading system :uui that trade poll&a and mhtcd  development rtrrrcgics  conform to the global
public intererr in turtalnabla duvaloptnmt.

SO. Furthannore, not all cowtriaa will bc able to derive  cfFectiva kncfit Rom I more compotitivc
trading environment in the 8hort or medium tcnn. Many countries, prlrticulrrly the IcaSt dcvcl-
opd among them, am burdened with handicaps of a structural gcoerr

P
hical or historical nature,

and will require  the arriatancc  ofthc international community as a
entctivaly in the tr8ding  8y8tcsa

who c, if they arc to participate

51. The OATT,  aa a multilateral treaty, has sewed as rho mechanism for the translation of the
general principles of the intcrnationrl trading ry8tan into rights and obligations of a legal charac-
ter as between  and among contracting nits which boar directly  on the formulation and conduct
of national policies with respect to trakc in o&r.  The Uruguay Round may w&ii result  in multi-
lateral agreements in other arcas, including RtelkLrual property rights and trade in services (the
latter aimed  at x multilateral contractual IkamcworL for concessions in such diverse areas as labour
movement and electronic data flows). This expectation has rtimulatcd initiatives for

r
ssiblc new

institutional arrangements to administer and implement these various instruments- he question
that has arisen in thir context, namely who&r  and to what oxtcnt the astrblishmcnr  of a common
institutional framework would imply a lint ktumn the rights and obligations contained in those
various instrumcnta,  ir particularly relevant for Mute decisions to negotiate contractual multilat~
cral agrccmentr  in other areas of trade and economic  relations.

52. As experience has am
L

ly illustrated, problems arc apt to arise if negotiations of contractual
multilateral a reemnts  arc

\
unched without the prior cstablishmcnt  of a firm international con-

sensus as to o jcctivcr, and without inrrr aliu a clear recognition of the specific problems and needs
of countries, particularly the smalht and more vulnerable  developing countries. One lesson of thir
experience is that any naw inrututional mechanism should embody ruficicnt flexibility in its
functioning 80 that, as irrucr bccofnc ripe for the negotiation of. contractual muldlatcrfl
r8;dm;t; the rclcvant negotimtions  would not neceeunly have to awan global rounds of ,WfXa

r
ccption  of the need for an overall package deal. Moreover, in many casts the

solution to t c trade and tnde=nlatcd  develop-t concerns of particular countries or groups  of
countries may lie in the adoption of specific, concerted policies and mcasurcs by the intcmatlonal
community, rather than in longer-term  negotixtion  of contractual rgrcemcnts.

53. The intcmutionrl  agenda for the 19% incl~cs  a number  of emerging issues which, while
not yet rip for negotiation of contractuxl  agmemenu,  demand urgent policy analysis, substantive
multilateral dialogue, and the dewlopment of common perceptions. Some of there issues, such
as those mentioned in pxn
of the trading y8ttm to (Ir

ph u) above, could kad to a review and cnlargcrnent  of the principles
pt tbtm to the cumt realities. While the basic principles of uncon-

ditional MFS treatmtnt, acccu to. markets and trade libcralizrtion  retain their validity, there may
k need  to con&r  rpcik ptinclplsr  concerning  (i) the rights of all countries to compete in an
open trading anvironmcnt;  (d) tht tpccid cases of pobr and vulnerable countries, which arc unable
to compete  nomvlfy  in the Win System  and th8reforc rc
and actions; (iii) the relationship totween trade and factorx

uirc supportive international policies
ows (investment, technology, labour

movement); (iv) access to technolo~ and infonnrtion,  safeguards against anti-competitive prac-
ticcs and related aspects of the activltics of private oporatorr;  and (v) the protection of non-trade
concerns related to trade, such as eocisl security and global environment.

54. In addition, institutional reform rimed at etrengthcning  international organizations  in the
area of multilateral trade would have to rddrerr several questions on which little consensus exists
as yet, taking into account

r
st expcricncc,  the revealed inadequacies of the procnt  institutional

structures, particularly in ealing  with matters going beyond  the traditional multilateral trade
agenda, and the new political, economic and social realities of the 19905.  These questions include:
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(8) Enabling  the intomational  community more  cffcctivcly to set objcctivcs  with respect to
wmauunal trade and davclopmcnt,  within n frnmcwork dcsigncd  to fncijitatc consider=
ation  of intenelrtcd  issue&  including trndc,  finsncc  and investment, technology, rnti-
corn

p”
titivc practices, information, access to networks and distriburipn chmncls, rnd

sew cbs including l&our migrrtion, trking fully into account their implicrtions  for
8ustainablc  dcvalopmcnt;

(b) Ensuring maximum  tranrparcn~~  and the .I\rU participation of’ all countries  in the intcr-
national  decision-making proccrs  and contributing to rcatct coherence in global CCO-
nomic pli~mhing,  throu  h  the  fomwlrtion of
co-ordination among rclcvrnt a

%road guidclincs and effective
t~mational organizations;

(C) Providing a source  of intcllcetual  support and n forum for inrcmrtionrl consensus  build-
ing in pursuance of those objectives, and thus providing n solid basis for decision-making;

(d) Estrblishin~  proccsscr for tranrlrtin~ thaw ob cctivcr and cmcqin~ conwnsus  into con-
ccrtcd action by mcmbcr countries throu a the l cceptnncc of pncral  principles,
prognmmcs of action tailored to particulrr 8 tuations and the ncgotirtion of conwctua)r
multilrtcrrl  rgrccments;

(c) Providing m improved mechanism for rho administration of contractual multilrtcral
agrccmcnts on trrdc in goods, egrccmcnts which may erisc from the Cruguay  Round on
trade in scrviccs l nd tradc=rclatcd  intellectual property rights, and Uurc a~rccmenls
which may k negotiated (e.g. competition  Inw, environment, investment, TXs, tcch-
nology, etc.);

(r) Providing a fiamcwork for the implcmcntrtion and survcillrncc  of the principles,
programmer rnd rgrccmcntr mentioned in (d) above, and an indcpcndcnt mechanrsm  for
the reconciliation of difficrcnt positions and conflicting interests in that regard, IS well as
for the systematic monitoring of trrdc policies end precticcs  of individual countries or
groups of countries rnd their impact on the functioning of the trading system;

(8) Strengthening sccrctarirt  support capacities, including capacities  for independent  rem
scsrch and policy anrlysir,  for initirtivcs  rnd for the provision of technical essistsn~c and
expertise to enable smaller rnd more vulncrrblc  countries effectively to rrkc pan m and
advance their  interests in consensus-building and negotieting  proccsscs;

(h) Strengthening and streamlining mechanisms  for mutual support, colleborstion  and CO-
ordinrtion ktwccn programmer and agencies of the United Sations system, pwucularly
to enhrncc  the contribution of relevant specialized agencies and organs of the L’nitcd
Nations, including regional commissions, to the prqccss  of consensus-building, ncgoti-
ation and implcmcntation.

-w-w-


