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Note by the Secretary-Ganeral

1. At its forty-fifth session, the General Assembly, in its resolution
45/201 of 21 December 1990, reatfirmed Economic and Social Council resolution
1990157 of 26 July 1990, in which the Council requested the Secretary-General
to report to the Assembly at its forty-sixth session on institutional
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
specialized agencies and other organizations and programmes of the United
Nations system on the above-mentioned matter.

2. In the preambular 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. It also
recalled the Declaration on International Economic Cooperation, in particular
the Revitalization of Economic Growth and Development of the Developing
Countries, adopted 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 1/ and General Assembly resolution 1995 (XIX) of

30 December 1964 on the establishment of the United Nations Conference on
Trade and Development. In addition, it noted the institutional proposals made
in connection with the Uruguay Round of
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multilateral trade negotiations, related to the strengthening of multilateral
organizations 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. Responses have been received from such specialized agencies,
otganisations and programmes of the United Nations system as 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 Organization of the United Natious (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 Transnational Corporations (UNCTC), the International Civil 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 as to enable him to report to the

Secretary-General of the United Nations. This stage has yet to be concluded.

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 457201, 2/ 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 UNCTAD secretariat to initiate the
second stage of the process (see annex), which was circulated to Governments
in order to facilitate 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
organizatjons 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 institutional questions affecting 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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4/ United Nations, Ireaty Series, vol. 55, No. 814.1(c).
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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. The General Assembly, in its resolution 45/201 of 21 December 1990, reaffirmed Economic
and Social Council resolution 199057 of 26 July 1990, in which the Council had requested the
Sccretary-General to report to the General Assembly at its forth-sixth session on institutional de-
vclopments, taking into account all relcvanr proposals related to ihe strengthening of international
organizations in the area of multilateral trade. The General Assembly requested the Secresary-
General, in preparing such a report, to solicit the views of all Governments and the executive heads
of the specialized agencies and other organizations and programmes of the Cnitcd Nations system
on this matter.

2. In the preambular part of the resolution, the General Assembly stressed the principle of free
and fair global trade, which should be conducive to a significant cnhanccment 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 reinforc-
ing further the multilateral trading system. The General Assembly also recalled the Declaration
on Inrcmationrl Economic Co-operation, in particular the Revitalization of Economic Growth
and Development of the Developing Countries, adopted at its eighteenth special session. More-
over the General Assembly noted the General Agreement on TarifTs and Trade and its Protocol
of Provisional Application of 30 October 1947 and General Assembly resolution 1998 (XIX) of 30
December 1964 on the establishment of the United Natiors Conlcrcnce on Trade and Develop-
ment. [n addition it noted the institutional proposals made in connection with the Uruguay
Round of multilateral trade negotiations, rclated to the strengthening of multilateral organizations
in the area of international trade.

3. The present paper has been prepared by the UNCTAD 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 multilateral trade, including those made
in the context of past efforts towards the ‘establishment of a comprchensive international trade
organization,; (ii) examines the needs and opportunity for such institutional reform in the current
international political and economic environment; and (iii) identifies a number of the issues which
call for consideration in strengthening institutional arrangements. In the light of the views of
Governments, as well as those of the executive heads of the spccialitcd agcncies and other organ-
izations and programmes of the United Nations system, this paper will bc revised and expanded
to include options and possible courses of action for submission as a report to the Economic and
Social Council and the Gencral Assembly.
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B. Past efforts, and recent propesals to strengthen international organizations in the
area of multilateral trade

(a) The Havana Charm

4. In February 1946, the Economic and Social Council unanimously approved a resolution
submitted by the United States on convoning a United Nations Conference on Trade and Em=
ployment. is decision led to a meeting at Havana from 21 November 1947 to 24 March 1948
where the Conference drew up the Hsvana Charter for an International Trade Organization.

5. Such an International Trade Organization would have been the third major component of the
post-war international economic system, the others being the organizations dcaling with money
and finance (i.e. the IBRD and the IM F). It was to be endowed with a wide mandate covering
virtually all issues in the area of trade, employment and development, the objective being to facil-
itate, through the promotion of mutual understanding, consultation and ¢o-operation, the solution
of problems relating to international trade in the ficlds of emflo mcnt, economic development
commercial policy, business practicer and commaodity policy, T¥1e Havana Charter contaircd
Chapters dealing with PulBoso and Objectives (Chapter |), Employment and Economic Activity
Chapter | 1), Economic Development and Reconstruction (Chapter I1l), Commercial Policy
Chapter 1V), Restrictive Business Practicer (Chapter V). Intorgovommental Commodity Agree-
ments (Chapter VI?, as well as institutional aspects of the International Trade Organization
(Chapter VII), Settlement of Differences (Chapter VI | 1) and General Provisions (Chapter 1X).3 In
Article 96 of Chaptor VIII, the Charter also forsaw the possibility of recourse to the International
Court of Justice fir the settlement of difTerences.

6. The Havana Charter was signed by §3 Member States of the United Sationr in March 1948.
However, for a variety of reasons, the United States Administration did not seek Congressional
ratification of the Charter, thus leaving the ITO stillborn, as the other participants had made their
acceptance of the Charter conditional upon ratification by the United States. The Commercial
Policy provisions contained in Chapter IV provided the basis for the General Agreement on Tarifls
and Trade (GATT), which was applied through acceptance of a Protocol of Provisional Applica-
tion (i.e. until the Havana Charter came into force), permitting Contracting Parties to maintain
existing trade legislation inconsistent with its provisions (i.e. the “grandfather clause”). The GATT
is a multilateral treaty which, as a contract among and bctwcon the signatory Govecmmcents, em-
bodies rights and obligations of a legal character.  These rights and obligations bear directly on
the formulation and conduct of national commercial policies. The GATT was, and continuer tO
bc, de jure administered by the Interim Commission for the Intcmational Trade Organization.

7.  Tcalarge extent the objective of establishing international principles, norms and rules in the
areas covered by other Chapters of the Charter, such as invcrtmont, restrictive business practices,
commodities, and devclogmm ham been pursued within the bodies of the United Nations, mainly
in the United Nations Conference 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 forums.? Several
multilateral trade-related agreements, which wore not covered by the Havana Charter, wore also
negotiated and concluded under the auspices of the United Nations.* Moreover a number of prin.

1 E.CONF.2.78, Havana Charter for an International Trade Organization, Article 1.6,
1 Jod

3 In 8omc cases, such activiles and negotiations served to establish multilateral insruments, c.g. the Convention on
Transit Trade of Land-locked Swates ((163). the Convention on 8 Code of Conduct for Liner Conferences (1974); the
UN Conventon on Iniernational Multimodal Transport of Goods (1 980); the L \ Convention on Coniracu (or the
internatonal Sric of Goods (1980); the U\ Convention on Condiuons for Regiswration of Ships (1986): the Interna-
tonal Commodily Agreement, including the Agreement establishing the Common Fund for Commedities (1980); the
Set of Mululaterally Agreed Equitable Pnciples and Rules for the Control of Restrictive Business Practices (1981).
In other cases, negoulations arc sull going on without certain prospecu for success. e.g. on the Internations! Code Of
Conduct on the Transfer of Technology or on the Code of Conduct for Transnational Corporations. TheF00d and
Agriculture izstion of the Lnited Nations’ gctivities in the apncultural end commodity rade @ ree provide 8
perspective useful lo an understanding of these and other issues.

¢ ngrsenmple. the UN Convention on the Law of the Sea (1982 ). the Con ention for the Protection of the Ozone Layer
(1985).
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ciplcs established and decisions taken on trade policy isrucr in UNCTAD were later inco orated
as legal instruments under GATT.# The Brctton Woods institutions have also addrcsscd trade-
related matters in the context of their operations, as in the fashioning of structural adjustment
strategies in the 1980s.

(b) Initiatives in GATT

8. Some of the provisions of the Havana Charter, or at least the concepts und- rlying them, were
subsequently incorporated into the GATT, primarily at the 1955 Review Session of the GATT
Contracting “Parties. At that session, a draft Agreement on an Organization for Trade Co=
operation (OTC) was drawn up with the intention of providing the GATT with a more permanent
institutional status. The purpose was ‘to administer the General Agreement on Tariffs and Trade
and generally facilitate the operation of that agreement”, as well as “to study questions of inter-
national trade and commercial policy and whore appropriate make recommendations thereon.’
The process was not pursued, as the United States was unable to implement the piroposed agree-
ment.  Since that time no further formal attempts have been made to convert GATT 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 General Agreement (i.e. elimi-
nation of the Protocol of Provisional Application).

(¢) Initiatives in the United Nations in the late /950s and early'l960:

9. Inthe late 1950s, the idea of sctting up an international trade organization was revived in the
Economic and Social Council. In 195$ at the Council’s twentieth session, a draft resolution to that
effect was submittd by the USSR.¢ This initiative subroqucntlp roccived support from developing
countries, particularly at the Cairo Conference of 1962. The proposals adopted by that Conforcncc
led to ‘a recom:nendation by the Economic and Social Council, during the same year, that a United
Nations Conference on Trade and Dcvelopmcent be ¢anvened.

10.  On 30 July 1963, a memorandum on preliminary considerations regarding the main pro-
visions for an International Trade Organization was submitted by the USSR to the Ecouomic and
Social Council at its thirty-sixth session and later to the Preparatory Committee of USCTAD.
It stressed the principles of universality, equality, MFN 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 bctwcen world trade and economic develop-
ment, comm1odities, manufactures, commerciai policy, price fluctuations, finance, disarmament,
scrvices, etc.

[I. At the same \.me a draft resolution on the Establishment of an International Trade Organ-
ization was also submitted by the Eastern European countries,® in which it was proposed that a
single and universal international bod'y should be established under the auspices of the United
Nations to deal with the entire range of world trade questions. The draft resolution envisaged that
such a trade organization should: i) be universal in character; ii) have sufficient authority to ensure
compliance with its own recommendations and with those of the United Natioas which rclate to
international trade and development; iii) be founded on principles acceptable to all countries, re-
gardless of differences in their social systems and levels of economic dcvolopn tnt; iv) be open to
participation by any country; v) be empowered to deal with all questions of intcmatiunal trade.
Until such an organization was established, UNCTAD should continue to be convened period-
ically and serve in the transitional period as the highest specialized forum of the United Natiot..,
bearing responsibility for promotion of international co-operation in rho field of trade and devel-
opment and drawing up appropriate recommendations to Govcmmcnts, specialized agencies of the

$ For example, Part |V of the GATT and decision waiver on the generalized sysiem of pr eferences of 1971
E L.677, 14 July 1988,

? E CO\F.46'S1, E CONF.46 PC-3): later this memorandum was ® nncacd 10 the proceedir gs of LNCTAD |,
E COSF.46 141, Vol.V, pp. 428.9. )

8 [ CONF.46 X| Rev.1, Add.l and Add.2; Iater, the drafl resolution was annexed to the proceedings of UNCTAD |,
for details see E CONF. 46 14], Vol.V, pp 424.27.
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Cnitcd Nations, intergovernmental organizations and the Executive Council of the Confcrence on
questions within the scope of the Conferencc.

(d) Past consideration \n UNCTAD

12.  Following these dcvclopments, an extensive examination of the possible establishment of an
intcmationr| trade organizat ion 100k place 41 the first session of USCTAD in 1964. On the basis
of a comprehensive report prepared by 4 group of axperts on this subject matter, which considered,
inter alia, that the GATT “"was not 4 sufliciently dynamic instrument for the assistance of the
developing countries”? the report of the Secretary-General of the Conference suggested that ‘4
new international trade organization free of such shortcomings should be established as the body
responsible for carryin" out the policy emerging from this Conference rnd from similar successive
periodic conferences”.

13. UNCTAD was accordingly mandated to “review, in the light of experience, the effectiveness
and further evolution of institutional arrangements with 4 view to recommending such changes and
improvements as might be necessary: and to study all relevant subjects, including matters relating
to the establishment of 4 comprehensive organuation based on the entire membership of the
L'mtedl..\‘niom system of organizations to deal with trade and with trade in relation to develop=
ment”,

14.  This issue was discussed under an item relating to ‘institutional arrangements” at subsequent
sessions of the Conserence and of the Trade and Development Board, At UNCTAD 111in 1972,
discussion under an agenda item entitled Review of thémstiitutional Arrangements of USCTAD
was stimulated by the circulation of a Brazilian Memorandum which suggested some guidelines for
4 Charter on Intemmational Trade and Dcvelopmcent. These included an approach whereby the .
Trade and Dcvclopment Board would formulate recommendations and proposals for the wstitu-

tionul! transformation of UNCTAD, ® &ned at the preparation of 4 draft Chancr of an Interna-
tional Trade and Development Organization, for consideration by the General Assembly. The
Charter for the new organization would be based upon the set of fundamental principles ador)ted
by the Conference at its first session in 1964, to cover intemational trade; science and technology;
shipping; international financing; and monetary matters in their relationship te trade and devel-
opment; as well as special measures in favour of the least developed countrics. The Memorandum
envisaged that the secretariat of the new Organization would be formed mainly by the merger of
the secretariats of USCTAD and GATT.»

IS.  Following discussions on the question of a comprehensive international trade organ.zation,
USCTAD II | directed the Secretary-General of UNCTAD to seek the views of Governments on
this issue. His subsequent report to the Trade and Development Board stressed, inser alia, that
while USCTAD might be seen as an attempt to fill the gap between rhc GATT and the Havana
Charter, it had made only 4 partial response in this respeet, and despite its broad mandate had, in
practice, only dealt with trade and dexlopmcnt problems insofar as they arose in economic
relations ktwccn developing and developed countries and among developing countries.

16.  Subsequently, the issue was referred to the thirteenth and fourteenth sessions and sixth spe-
cial session of the Trade and Development Board in 1973, 1974 and 1978 respectively. The

% A report 0N Commodity and Trade Problerm of Deveioping Countries: Instiutional Arrrangement, wikcn was pre:
pared by a group of experus in pursuance of resolution 919 (XXXIV)of the Economic Social Council. In the
report.4 | .00 é0examined:Z! Othe prodlems (1 trade © (developmentprimarycommodiues exponidivenificauon,
and other emerging problems: and (2)the acuvives of internavonal organizauons %rclauon 10 rade. parucularly the
General Apreement on TanfTs and Trade (GATT). I was concluded that G ATT was defective from » honzonul
swandpoir. becauss 1 was Not concerned with international wade as 8 whole. and from a verucal standpoint because
1t does NOL reguisie Vade smong countries || differsnt siages of economic developmeont. |1 scope Of acuon was
therefore restricted and it was not & sufficienty dvnamic instrument for Uve assistance of the developing countres.
See E CONF .46 141, Vol.V, page 410, %ulmph 312. The grouipiso aisessed the needs for UN establishment of
.E clst{r’l_uwm 1‘.:’00 Organuzaton (ITQ) and., in Uns regard, four proposals were put forward. For dewmis see

N '-“ . 1 .V'.

19 Towards » new vrade policy for development, P IwO. Chap.V, Sect. |, reproduced in Proceedings... (Airst session),
E CONF.46 141, Vol ll.

i1 General Assembly resolution 1998 (X1X) of 30 December 1964 0N the establishment of L\NCTAD.
12 For deails see TD L.48.
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Sccretary-General of USCTAD submitted a report to rhc Board at its thirteenth session in which
hc expressed the opinion that “even if the will to establish 4 comprchensive trade organization were
present lhrou1hout the entire membership of USCTAD, there would be no shortcut for arnving
at that goal. iisto:;_y bears witness 10 basic conceptual, political and legal-difficulties inherent in
undcnakingsucha fa  r=reachine reform. In fact a considerable amount of fact-finding and detailed
analysis would be necessary, against the background of the current institutional sctting and of in-
creasingly inmdcﬁendent trade flows".® The report also referred to the rowing interdependence
of actions in rho feld of international trade, payments and finance as a ?actor affecting the insti-
tutional framework. While focussing on the problcmo arising from the the possible inconsistency
or even incompatibility of decisions in different organizations, and looking ahead to the broader
question of the characteristics of a comprehensive international trade organization, the report
asked some fundamental guestions which would have to be clarified before the design of’ uch an
organization could be undcrtakan.* The Board at its thirteenth session adopted a prucedural de-
cision referring the matter to its fourteenth session and calling for a further report by the
Secretary-General of USCTAD on the basis of Governments’ views (decision 108 (X111) of 8
September 1973).

17. At the fourteenth session of the Board, the Secretary-General of UNCTAD reported that
no significant new elements had emerged from his consultations and suggested that the Board
should convey its views on the matter to the General Atscmblg at its special session on Dcvclo
ment and Intcmational Economic Co-operation (seventh special session). Accordingly, in resol-
ution 120 (XIV) of 13 September 1974, the Board referred the question to its Sixth special session
(March 1975), to bc considered in the context of the mid-term review and appraisal of the Inter-
national Develo ment Strategy. In doing so, it requested the Secretary-General of USCTAD to
submit a more 8etailed analysis of the issues involved,

18.  The report submitted in response to this request suggested that any new institutional are
rangements should respond to the following criteria: a) universality, in that all States should be
allowed to participate n formulating policics and taking decisions; b) their rules should be based
on agreed objectives and an agreed codc of behaviour, reflecting the differing interests of al) States,
and should alse take account of the role of transnational corporations in international economic
relations; c) they should constitute a comprehensive and flexible framework for intergovernmental
agreement and co-operation, with a difTerentiation of mesasures to deal with various categories of
economic relations and for different types of international action, including deliberation, recom-
mendation, negotiation, consultation and settlement of disputes; and d) their scope should be
clearlg; defined in relation to- other institutional arrangements in the economic and social sphere
and they should be organically linked to interrelated arrangements in the areas of money and fi-
nance so as to ensure consistency and complementarity in approaches adopted and decisions
taken. The report concluded that “neither UNCTAD nor GATT, or even the two together, satisfy
all these criteria and hence new arrangements ought to be made to deal with trade and develo

ment problems in a comprehensive manner. Cor this purpose, an open-minded approach would
be required, free of vested interests in cxirting institutions and inspired by an objective assessment
of their strengths and weaknesses in relation to the functions to be performed. [t would be no easy
task, but it is a challenge which the international community should not ignore”.” The Board de-
cided to transmit the report, together with views exprcsrcd thereon, to the General Assembly at jts
seventh special session.

19. Institutional issues were again discussed at UNCTAD IV in 1976. Yhe Confeeenes in its
resolution 90 (1V), recognized that the strengthening of UNCTAD would be a step towards the
objective, as envisaged in General Assembly resolution 1995 (XIX), paragraphs 30 and 31, relating
to the creation Of a comprehensive organization to deal with international trade and related issues
of international economic co-operation. '

13 See TD B 455, para.6.

16 These questions were namely: a) Should a rhob rengepf degrees of commitment beenvisaged. ranging from legally
binding agreemonts [0 non-mandstory codes of conduct; b) Should there be only one set of wading rules of universal
applicaton or should there be, in addition, separate rules for arch of the main rade flows; c) 1O what exient should
8 new (rade organization go beyond wccepling dependence on market forces a3 the main equilibrating element in the
internstional economy. and adopt a managed approach 10 wade expansion, conlaining clements of concerted plan-
ning: and d) How could the new organization deal most effectively with the particular wade and development re-
quirements of developing countries, including those specific to lcast developed among them. Sce Ibid.. annex. para. |O.

STDBSIS® dAdd.).
16 TD.218(Val.l), p. 39, |, para. ) (d).

/'.l



A/46/565
English
Page 9

20. A brief review of the past consideration in UNCTAD on this subject matter was conducted
et UNCTAD VI in 1983." In the light of the results of the Tokyo Round of multilateral trade
negotiations and their impact on the international trading system,® CSCTAD was given the spe-
cific mandate to study dcvclopments in the international trading system and to make policy rec-
ommcndations as to its strengthening and improvemcent, with a view to giving it a more universal
and dynamic character, as well as to making it more responsive to the needs of’ the developing
countries and supportive of accelerated economic growth and dcvclopment, particularly that 0
developing countnies.”® Pursuant to this mandate UNCTAD has prepared a number of studies on
davclopmants in the trading system, including for UNCTAD V11,2 in whose Final Act this man-
date was confirmed and cxtcnded.

(e) Proposals from the academic community

21.  Throughout this period, the subject of an International Trade Organization retained con=
siderable interest in the academic community, particularly during the 1970s. The idcas which
emerged for the strengthening of institutional arrangements fall within a spectrum which, at one
end, cnvisrges a system derived from the GATT, but which would provide a guiding role in the
management of the trading system for major trading countries and those willing to accept more
binding obligations. This approach was perhaps best exemplified in the Atlantic Council’s pro-
posal for a “GATT Plus™® . a two-tier system where developed countries acting within the frame-
work of GATT and in furtherance of its objectives would conclude a supplementary agreement
(Code of' Trade Libcralixation) among themselves to liberalize trade in accordance with trade rules
tighter than those of GATT and to administer those rules themselves on a weighted-voting
basis.® Relations bctween the devcloped and developing members of GATT would continue to bc
handled in accordance with present GATT procedures and voting arrangements and developing
countries would retain all their legal trade rights under GATT.® The outcome of the Tokyo Round
could be regarded as a step in the direction foreseen by the Atlantic Council.

22.  The other end of the spectrum foresaw & more comprchensivc institution along the lines
provided for in the Havana Charter, which would attempt to cover the widest range of interna-
tional economic issues and involve universal participation.¢

23,  Miriam Camps advocated the establishment of a comptchcnsivc glgbal trade organization?$
open to memtership for any State accepting a few common principles, whdse mandate 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 mere fully into the global tradin8 system and the need for more

17 For details of that review see TD 326 (Vol.li1), Unitsd Nations Publicaton, Sales No.E.83.11.D.8, pp.314-316.
1S Ses TD 274

19 Conference resolution | S9(VI). . .

® Sce TD 328 Rev.]. .

31 Ses Atantic Council, GATT Plus: A Proposal for Trade Reform (Washington, 1976).

3 /bid, p. 6. In the view of the Council, the effect of the one-<country-one-vole rule had bean |o give the controlling voice
in all GATT decisions. even those affecung rade among the developed countries, [0 ceuntries with @  smaller voluma
of trade @ d & lesser ability, 21 their present siage of opment, |0 assume ncw trade obligations. Lnder these
circumstances the developed countries hod tended [0 take their commitments in GATT less end less seriously. The
Council proposed that decision-making be responsive to the ecxnomic weight of the participants.

B ibid., pp. 6-7. The new agreement would be qpen (o cow stries which accept common wade rules and would remain
open {c later accessions. !?oumrln which were developing could Join when they reached 8 suage of development
where they were no Jonger in need of special privileges and whm they acquired 8 more direct interest 1 shaping and
contribuling & tghter wrading sysiem.

2 Sce, in particular, Camps. Case for a New Global Trade Organization, Council on Foreign Relations, Inc., \ew York.
1980, and also see 5. Rossen, Noves on Rules and Mechanisms Governing Iniernational Economuc Relations (Fantoft,
Ch. Micheisen instituts, 1980) which addressed the post-Tokyo Round situation.

3 ltwas envisaged Dy Camps that such o comprehensive global trade organization could have many different subsidary
bodies, such as: (i) waniil and trade code: (ii) other codes on wade-related questons; (ii)) rade commitiee for developing
countries; (iv) L de policy review board; (v) advisory council on the structure of the global economy: (vi) @  gtiallufe;
(vii) commodiues board: aNd (viii) council on direct foreign invesiment and business practices: some of these bodies
would have broad mandates while others with narrow, issue-specific tasks. and tome of them should he essentially
concerned with rule-making and rule enforcement, others acting simply 8s consuliative groups.

/I.I
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international concern with problems related to the process of structural change.® Intcmationa!
concern with structural change should not only foeus on national policies but consideration should
also be given to intcmational action to identify areas in which change is desirable and to assist the
process of adaptation to new patterns of production.® An Advisory Coungil of the Organization
would support this process through constant study of, and dissemination of information about the
changing patterns of production and trade.

24.  Stein Rossen built u on the proposals of Camps and others,® and urgcd that the interna-
tiongl community reconsiger the question of the establishment of a comprcthensive trade organe
ization (CTO), “a universal organization which would ®  dtninjstcr the world trading system an@, in
particular, bc responsible for the management of trade-related structural change and adjustment
within the framework of a broad approach to trade and development issues”. = This would cover
“all factors of substantial relevance to industrial activity as an integral part of economic and social
development’, including ‘factor incomes and working conditions, technological developments,
prices, rates of consumption and availabilities of non-rcncwable raw materials and pollution and
other environmental factors”. The CTO inter alia, would keep the patterns of investment,
production and trade under continuous review, and be adequately informed about relevant TNC
activities and the interplay between Governments and TNCs.

25.  Recently renewed attention has been given to this issue in the context of the challenges posed
by the Uruguay Round. For example, John Jackson recently observed that the multilateral trade
system based on the GATT was being eroded by & shift to bilateralism, rising protectionism and
neglect of rules by the major trading countries. The inclusion of the complex issues of services,
intellectual property tights and investment in the Uruguay Round only served to increase the strain
on GATT's structure. He identified such institutional problems as its ‘provisional” application,
the difficulties in amending GATT Articles, the unclear relationship bctwccn the General Agree-
ment and the MTN Codes, and the confusion with respect to the relationship between GATT and
the domestic law of its contracting panics, and suggested a step-by-step reform approach ad-
dressed to each of those problems separately. While he favoured the establishment of a World
Trade Or%anization ("¥TO), the model he envisaged would, unlike the ITO 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 substance”, to administer and service
GATT, :t,he existing MTN Code., the Uruguay Round results and future nwitilatcral trade agree-
ments.

(/) Recent proposals for a multilateral trade organization in tht context of the Uruguay
Round

26.  Proposals have been advanced in the Uruguay Round context by some developed countries
to the effect that the outcome of the ncpotiations should vesult in GATT being given a permanent
institutional basis through the establishment of a new international trade organization. The
European Community has formally submitted, a relatively 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 Ovganization (MTO).® The principal objectives of the EC pro-
posal were: a) to ensure the effective implementation of the results of the Uiruguay Round; b) to
adopt dispute settlement procedures applicable 10 all multilateral trade agreements; c) to establish
a sound institutional framework for the GATT; and d) to provide the GATT with an adequate
institutional basis to co-operate on equal terms with other organizations, in particular the IMF
and the World Bank, so as to ensure greater coherence in global economic policy-making. It re-
commended the conclusion of a purely organizational agreement on an MTO without substantive
provisions. An MTO of this kind would act as an umbrella for the administration of the GATT
and other multilateral trade agrccments (Tokyo Round Codes, services agrccmcents, €t€.). The

3 Camps, op. eit., p.18.

' ]bid,"Trade Policy Review Board®, the principal rade policy body of the Organization.

3 Rossen, op.cil..

¥ See John Jackson, Restructuring the GA 77 System (London. Royal Institute of International Affairs, 1989).

3 GATT MTN. GNG NG14 W 42,9 July 1990. The G°. at is London summit, noted that a successful outcome of
the Uruguay Round would siso call for the institutional reinforcement of the multilateral wrading system and the
concepl of an inlernauonal rade organisation should be addressed in this context.
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main ¢lements of such a MTO treaty, as foreseen by the EC, would be: (i) provisions on member-
ship and on a common organizational structure, (ii) the legal basis for taking actions on the im-
glemenmion of the results of substantive negotiations; (iii) the establishment of an International

ureau or Secretariat; (iv) budgetary provisions; and (v) provisions on the legal capacity of the
organization, privileges and immunities of its stafl, relations with other organizations and final
provisions (amendments, entry into force, etc.).

27, The Canadian delegation had earlier informally communicated similar ideas in April 1990,
stressing the need for an institutional structure adaﬁted so as to resolve the problems @  tising in
mcorpommr the agreements axpected to be reached in the Uruguay Round on trade in services
and trade-mlated aspects of intdlecttual property rights (TRIPS) into the multilateral framework
of trade rights and obligations, in reselving the legal and procedural problems involved in intro-
ducing amendment8 to GATT, and in revising the Tokyo Round Codes and clarifying their re-
lationship with GATT

28.  Somewhat different ideas were communicated to the FOGS Group by Switzerland,® which
&l;oposed the strengthening of both GATT as an institution and its co-operation with the Bretton

oods institutions. The Swiss submission aims at establishing GATT as the authority with the
necessary knowledge and experience to conduct a meaningful trade ‘F?licy dialogue, advocating a
review of the mandate, structure, size and coraposition of the GATT Secretariat with a view to
reinforcing its independent analytical capacity. The United States also prcscntcd @ formal proposal
to the FOGS Group on 18 October | sufgesting the establishment of a GATT Management
Board with a view to improving the overalll effectiveness and decision-making of the General
Agreement. 3

29. These instutional proposals have provoked divergent reactions from ether participants, both
developed and developing. Some have expressed a generally Fosij[ive attitude to aspects of these
proposals, and others have taken the pesition that such institutional matters with rat-reaching

implications were not covered by theUruguay Round mandate. Set others have expressed the

\t;iew that Ithese matters cannot properly be considered until the shape of the results of the Round
ecame clear.

30.  The draft Final Act presented to the Brussels Ministerial Meeting of the Trade Scgotiations
Committee ia December 1990 envisaged that work would be initiated towards the establishmcnt
of an organizational agreement, although square brackets in the text indicated disagreement with
respect to virtually all relevant aspects of this issue.3 Some participants advocated the establish-
ment of a new multilateral trade organization which would service both the GATT itself and the
Uruguay Round Agreements, and would also provide the forum for the negotiation of agreements
in areas related to trade and development. Other participants considered that & new organizational
structure should only be considered after the comﬁletion of’ the Uruguay Round. Some partic-
ipants also proposed that the basic elements of such an organizational agreement would be worked
out by an Interim Committee to be establizhed within two months after the date of the Final Act.
The text of the draft Final Act constitutes the basic document for the resumed negotiations in the
Uruguay Round in 1991.

(9) 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 1TO has been revived in the
United Nations. In a statement to the Economic and Social Council at its 1990 summer session,
the UNCTAD Secretary-General drew attention to a number of issues arising frem discussions at
the thirty-sixth session of the Trade and Development Board about institutional questions raised
during the Urugusy Round. These issues, he believed, were of concern to the Economic and Social
Council in view of the role accorded to it by the United Nations Charter. The view had been ad-
vanced that proposals currently on the table were a reminder of the incompleteness of existing

31 GATT MTN.GNG/NGI4 W 41, 17 May 1990,

3 Thin pr'?oul recalled that the Havana Charter contained provision for the Execulive Board within the ITO and
suggesied that the GATT Mana ement Board would be established at the Ministerial level with wide functions. in-
cluding taking primary responsia lit . for deviépihg an ouvuline, for the considerauon of Ihc Contracting Parties, of a
successor organizaton to the CAl-i (GATT MTN.GNG NGI14 W 45, 18 October 1990).

3 MTN.TNC W.33 Rev.1, 3 December 1990.
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structures in the area of international trade. While the-objectives that had inspired some of these
proposals appeared legitimate, concerns had been expressed 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-retaliation
against weaker trading partners.

32.  Reference had also been made to a number of systemic factors in the evolution of the world
economy which would have to be taken into account in any effort to strengthen the relevant
international organizations. These included the growing interactions between trade, investment,
technology and services; massive capital flows unselated to wade which have tended to generate
exchange rate instability with adverse consequences for international trade, rapid technological
development which is exerting a far-reaching influence on comparative advantage based on natural
resource endowment, and the emergence of trading blocs involving major trading partners which,
if unwisely managed, could further 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 cress-conditionality arising from the type of col-
laboration envisaged between the IMF, World Baak and GATT.

33.  In view of these considerations and in the light of the wide-ranging responsibilities conferred
by the Charter on the United Nations in respect of the co-ordination of international economic
policy, the Secretary-General of UNCTAD 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, she United Nations is ideally
situated by virtue of the Charter to promote coherent policies in such interrelated fields as invest-
ment, technology, trade, money and finance and the collective management of the world economy,
These arc areas in which the responsibilities of 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, unis
versal.in membership, based on agreed objectives and norms of’ behaviour, 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 same session, the Economic and Social Council adopted resolution 199087 requesting
the United Nations Secretary-General to report to the General Assembly at its forty-sixth session,
through the Economic and Social Council at its second regular session ef 1991, on institutional
developments related to strengthening of international organizations in the area of multilateral
uade, taking into account the provisions of paragraph 32 el’ the Declaration on International
Economic Co-operation, in particular the Revitalization of Economic Growth and Development
of the Developing Countries, adopted by the Assembly at its eighteenth special session, which
had called for the strengthening ol international institutions in the arca of multilateral trade.

35. As recalled in paragraph | above, the Economic and Social Council resolution was reaf-
firmed by General Assembly resolution 45/201 of 21 December 1990, which in addition requested
the Secretary-General, in preparing the report, to solicit the views of all Governments and the
executive heads of 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, UNCTAD made

3 Subsequently, the Grou : of 1S(a you&gf developing countries with major trading capacily), at its Ministeral Mesting
held in Saw YOrk on 28 Sepiember 1990, issued & siatement which included ihe following < Yservations:

® ... Participants considered that the proposals for a new Multilateral Trade Organization (MTO) to
implement ths results of the Uruguay Round, as presented, Us limited 1 scope, not fully responsive
10 the needs Of trading nations, especially the developmental aspirations Of the developing countries,
and could moreover serve to legitimize retaliation 1 the form of trade restrictions in response to
developing country policies 00 services Or technology. The participants thercfore expressed the view
that the time is ripe for discussion within the US system on the establishment of a comprehensive
International Trade Organization. This matter should be taken up at the cusrent session of the
G.A, as well as at UNCTAD VIll in 1991, taking advantage Of the presenf improved climate of
international relations in general, and panticularly the strengthened suppon being given tc the UN.*
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a progress report on the status of work relating to the preparation of this report.$8 Thcrc were some
discussions on this subject matter. While it was the view of some delegations that at this juncture
the report of the United Nations Secretary-General to the forty-sixth session of the General As-
scmbly would be premature and the discussion on this matter could be initiated ®  Rcr achieving
results in the Uruguay Round, others called for the initiation of work towards a universal, coms
prehensive and democratic US-based International Trade Organization that would pay special
attention to the relationship between trade and development, provide equity in dcciston-making
and also encompass commodities, transfer of technology to developing countries, issues related to
sustainable development, restrictive business practices and development finance,

(h ) Other proposals

37.  Theissue of reform of international institutions was discussed in the South Commission re-
port . the Challenge 10 the South. This report argued that thez\Kivoul role of the United Nations
in the management of the international economic system should be secured. With the easing of
world political and military tensions, the demands on the United Nations in its primary traditional
role . to preserve international peace and security . could be expected to subside, allowing it to give
a higher priority to economic and social issues, Furthermore, the increasing globalization of the
world economy posed problems for the solution of which no intemational 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 further argued that then was an urpnt need to
strengthen the role of the United Nations in the management of the world economy. It also felt
that equally essential to an improvement in global economic management and decision-making
was the reform of the voting structure of the principal multilateral financial institutions. Most
importantly, it seemed opportune and was suggested that a summit of leaders of a representative
group of developed and developing countries should be convened 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 development 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 scene.%

38. The need to strengthen international institutions in general to promote multilateral co-
operation in the areas of peace and security, development, environment, population, democracy
and human rights and global governance has ken the focus of the recent Stockholm Initiative on
Global Security and Governance. In particular, the lawter proposed “a strcngthcning of the
multilateral framework of trade-related agreements, reducing protectionism on all fronts, and
expanding opportunities for developing countries’ particiy.ation in world trade™® 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 ecological issues; (ii) defining a clearer
division of labour between the IMF, the World Bank, the regional banks and the United Nations
organizations, in particular USCTAD; (iii) expanding and strengthening of the GATT. Finally,
a general policy recommendation was proposed that ‘the International Monetary Fund and the
World Bank be coordinated, among themselves and with the United \ations system and GATT,
with the aim of a clearer division of labour, better harmony and full universality in their work.®

» s?e docum Em E 1991 98 and the introductory statement on this subject matter by the Deputy |0 the Secretary-General
OTUNCTAD.

3 Challenge (0 the South, South Commission Report, Geneva. 1990, pp. 263-263.

37 The Stockholm Iniustve hrd brought together some of the world’s prominemt persons. who on 20-22 April 1991
formulated 8 number of proposals to meet the major challenges for the 1990s by coordinated raullilateral action. ||
continued (0 some extent the work of the international independent commissions of the 19805, chaired by V. Brandt
(North-South Commiuion), 0. Palme (Independent Commission on Disarmament and Security lssues). G.H.
Brunduand (World Commission on Environment and Development) and J. \yerere (South Commission).

3 Common Responsibility in the 1990s - the Stockholm Initiative ON Global Securiy and Governance. 22 April. 1991,
Stockholm. p. 23.

» /Jbd p. 40
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C. Need and oppertunity for institutional reform in tbe area of multilateral trade

39. Four main themes can be identified Rom the various approachos sdvanced toward
strengthening international trade organizations. They stress the need to (a) effectively ®  ddrws the
issues arising from the growing interdependence in the world economy, including the globalization
of markets and interlinkages between trade, technology, investment and services, (b) ensure
universality of participation in decision-making und comprehensive subject covcrage; (¢) enable
the developing countnes to transform their economic structures and improve theirlevels of living
in the context of accelerated and sustained world economic development; and (d) strengthen the
@® dministmive and institutional support for the implementation and enforcement of multilateral
agreements.

40. Increasing interdependence among national economics cncompasses greater reliance on
international trade in virtually all countrics, amplifying the impact of intcmational trade Policy
decisions. It is also reflected in increased intcmational flows of finance, invcstment, information,
labour and technology, which play a key role in competitiveness in world trade.  For example,
technology transfer and the incorporation of aew technologies in manufacturing processes arc of
major importance to developing countries, as new technological developments have led to a con-
siderable erosion of the comparative advantage enjoyed by developing countries in the production
of traditional commodity exports. Efforts to establish more cxtcnsivc international disciplines in
a number of these areas have Icd to an expansion of the agenda of international economic organ-
izations. This agenda now goes far beyond the traditional issues concerning trade in goods and
transport, to include issues relating to production structures, international property rights (intel-
lectual property, investment) and services, which itsclfcovers a spectrum of issues, including labour
movement, culture and electronic data flows.

4]. No organization has the mandate to deal with these issues in a comprehensive 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 lacunae with respect to
some 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-
ments on particular subjects. Presently, however, in spite of growing economic interdependence
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 fully to Participate in the international decision-
making rocess, and that their views and interests should be reflected in international arrange-
ments. Rloreover, regionalism as a force remains strong; intra-regional trade should enhance the
diversity of international trade, serve as a building block for a mere dynamic trading system and
increase the effectiveness of international trade as 1 vehicle for promoting dcvclopment. Ensuring
free and fair trade at the regional as well as at the global level should also be an objective of efforts
to strengthen international institutions in the area of trade.

4). The enlargement of the trade agenda over the years to include a variety of related develop-
ment issues has been a positive trend. Set under existing arrangements, traditional trade issues
(such as tariffs, and non-tari{T measures), 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 different institutions, from differing standpoints and
in apparently disconnected fashion. While existing institutions have proved their worth, a simple
enlargement of their agendas without regard to their relative technical expertise and experience as
well as modes of operation and decision-making capabilities will not necessarily ensure success.
The difficulties experienced by Governments with regard to the inclusion of investment, services
and intellectual property issues in the Uruguay Round arc illustrative of the underlying problem.

44. There is a need, too, to strengthen institutional arrangements so that a consensus on a given
issue can not only be developed with due regard to its interlinkages with other issues, but also
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translated into multilateral understandings as a basis for codes of conduct, contractual rules, or
joint and concerted ‘action by Govcmments. Some issues, panicularly those of specialinterest tO
smaller and more vulnerable countries, may never be properly considered, while others may be only
partially dealt with or reflected in multilateral ® 8rcemcnts. The various obligations, codes of con=
duct and understandings developed in the existing institutions are not all equally effective, binding,
enforceable or followed up in national legislation and policies, The evolution as well as the im-
plementation of understandings is necessarily fragmented because of the fragmented state
of the institutional structure. For some issues, there are no effective intcrnationally ®  graad rules;
for example there is ao multilateral framework for foreign direct investment. For others, existing
international understandings have not evolved to reflect changes that have taken place in policy
perceptions at the national level, or in the wrys in which economic operators actually make decis
sions and effect transactions in the context of modernized corporate structures and globalized
production processes.

45.  Another challenge to the international trading system which has yet to be reflected in current
institutional arrangements is that of ensuring the compatibiity of trade policies with those for the
protection of the global environment and the requirements of sustainable development. This re-
quires a global consensus as to priorities and criteria which would counter the abuse of environ-
mentally motivated measures for protectionist purposes, and provide a basis for any future
modification of multilateral trade rules that might be required.

46. A reformed institutional framework for international trade should provide a firm political
basis adequate for equitable multilateral economic co-operation. Smaller countries require effec.
tive international institutions, as well as agreed rules, to protect them against the possibility of
unilateral and discriminatory action by larger trading partners. Larger entities share the same re-
quircment, if only for the purpose of underpinning orderly economic interchange and discipline
over divergent economic interests in the policy Tormulation process. The growing resort to uni-
lateral decision-making and bilateralism hampers consensus-building. In the absence of consensus,
ncgotiations of multilateral agreements on trade-related issues have tended to be marked by 8¢

of transparency, bilateral bargaining, and the deployment of the economic weight of larger enuties.

47.  The evident increased confidence in the potential of the United Nations, and the signs of a
revival of multilateralism, provide the international community with an unprecedented opportunity
to take effective initiatives for the strengthening of international organizations dealing with multi-
lateral trade. The universal recognition of the importance  an open trading system, and the wider
acceptance of outward-looking market-oriented economic pelicies as a stimulus to trade and sus-
tained economic development, underscore the timeliness of such an effort. The General Assembly
and Economic and Social Council resolutions constitute a necessary starting point for the process

of evolving the strong institutional arrangements required to deal with the trade and trade-related
issues ofthe coming decade and beyond.

D. Issues to be considered in strengthening institutional arrangements

48.  The strengthening of inhernntioml organizations in the area of multilateral trade should be
seen as an integral part ° €M% 1o revitalize the central role of the United Sationr in providing
a stable economic basis for the maintenance of world peace and security, and for the effective
pursuit of the objective of sustainable world economic development. ~ As indicated above, the
failure of the Havana Charter to enter into force led to a fragmentation of institutional structures
dealing with trade and trade-related issues. The inclusion in the constituent instrument of
UNCTAD (General Assembly resolution 1998 (XIX)) of a mandate as far back as 1964 to work
towards the establishment of a comprehensive organization to deal with trade and with trade in
relation to development suggests that the international community has long been conccmed to
remedy this shortcoming.

49.  To be successful, efforts to strengthen international organizations in the area of multilateral
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 universal acceptance
of the merits of an open, competitive and non-discriminatary international trading system. " such
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a trading system is to provide a stimulus to the development process, good national and internas
tional economic management, adequate financial resources and secure and non-discriminatory ace
cess to markets among other things remain essential. However, these conditions are not sufficient
to provide countries with the mans of competing in an open trading system and thus to improve
their position in the international division of labour.  This would require’ that international or=
ganizations address a wider range of issues, including access to technolo?y and to inlormation,
capital and labour flows, an well as competition law and the elimination of anti-competitive prac-
tices. In addition, there is the need to ensure that international trade does not result in an
exacerbation of disparities in standards of living or in the marginalization of countries in the
trading system and that trade policies and related development strategies conform to the global
public interest in sustainable development.

SO.  Furthermore, not all countries will be able to derive effective benefit Rom a more competitive
trading environment in the shert or medium term.  Many countries, particularly the least devel-
oped among them, am burdened with handicaps of a structural geographical or historical nature,
and will require the assistance ofthc international community as a whole, if they arc to participate
effectively in the trading system.

S1. The GATT, as a multilateral treaty, has served as rho mechanism for the translation of the
general principles of the international trading system into rights and obligations of a legal charac-
ter as between and among contracting panits which bear directly on the formulation and conduct
of national policies with respect to trade in goods. The Uruguay Round may w<ii result in multie
lateral agreements in other areas, including intellectual property rights and trade in services (the
latter aimed at & multilateral contractual framewerk for concessions In such diverse areas as labour
movement and electronic data flows). This expectation has rtimulatcd initiatives for pessiblc new
institutional arrangements to administer and implement these various instruments. The question
that has arisen in this context, namely whether and to what extent the #stablishment of a common
institutional framework would imply a lint between the rights and obligations contained in those
various instruments, is particularly relevant for future decisions to negotiate contractual multilat.
eral agreements in other areas of trade and economi¢ relations.

52.  As experience has amply illustrated, problems arc apt to arise if negotiations of contractual
multilateral a reements are launched without the prior establishment of a firm international con-
sensus as to O jectives, and without émser alia a clear recognition of the specific problems and needs
of countries, particularly the smaller and more vulnerable developing countries. One lesson of this
experience is that any new instiwutional mechanism should embody suflicient flexibility in its
functioning 80 that, as issues become ripe for the negotiation of contractual multilateral
agreements, the relevant negotiations would not necessarily have to awain global rounds of MTNs
based on a perception of the need for an overall package deal. Moreover, in many casts the
solution to the 'trade and trade-related develop-t concerns of particular countries or groups of
countries may lie in the adoption of specific, concerted policies and measures by the international
community, rather than in longer-term negotiation of contractual agreements.

$3. The international agenda for the 1990s includes a number of emerging issues which, while
not yet ripe for negotiation of contractual agreements, demand urgent policy analysis, substantive
multilateral dialogue, and the development of common perceptions. Some of there issues, such
as those mentioned in paragraph 30 above, could lead to a review and enlargement of the principles
of the trading system to adapt them to the current realities. While the basic principles of uncon-
ditional MFN treatment, access tO. markets and trade liberalization retain their validity, there may
be need to consider specific principles concerning (i) the rights of all countries to compete in an
open trading environment; (ii) the special cases of poor and vulnerable countries, which arc unable
to compete normally in the lndinwnem and therefore rcquirc supportive international policies
and actions; (iii) the relationship between trade and factor flows (investment, technology, labour
movement); (iv) access to technology and information, safeguards against anti-competitive prac-
ticcs and related aspects of the activities of private operators; and (v) the protection of non-trade
concerns related to trade, such as secial security and global environment.

54.  In addition, institutional reform aimed at strengthening international organizations in the
area of multilateral trade would have to address several questions on which little consensus exists
as yet, taking into account past experience, the revealed inadequacies of the present institutional
structures, particularly in ealing with matters going beyond the traditional multilateral trade
agenda, and the new political, economic and social realities of the 1990s. These questions include:
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(a) Enabling the international community more efTectively to set objectives with respect to
international trade and development, within a framework designed to facilitate consider=
ation of interrelated issues, including trade, finance and investment, technology, anti-
compeutive practices, information, access to networks and distriburipn chmncls, rnd

servicces including labour migration, taking fully into account their implications for
sustainable development;

(b) Ensuring maximum transparency and the full participation of’ all countries in the inter-
national decision-making process and contributing to grater coherence in global eco-
nomic policy-making, throu h the formulation of broad guidelines and effective
co-ordination among relevanta ternational organizations;

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

(d) Establishing processes for translating thaw ob cctivcr and emerging consensus into ¢on-
ccrtcd action by member countries througa the ® cceptnncc of general principles

prognmmcs of action tailored to particular situations and the ncgotirtion of contractual
multilateral agrzements;

(c) Providing an improved mechanism for rho administration of contractual multilateral
agrccmcents on trrdc in goods, egrccments which may arise from the Lruguay Round on
trade in services ®  nd trade-related intellectual property rights, and future agreements
which may be negotiated (e.g. competition law, environment, investment, TNCs, tech-
nology, etc.);

(0 Providing a framework for the implcmcntrtion and surveillance of the principles,
programmer rnd rgrccmentr mentioned in (d) above, and an indcpcndcnt mechanism for
the reconciliation of different positions and conflicting interests in that regard, as well as
for the systematic monitoring of trrdc policies end practices of individual countries or
groups of countries rnd their impact on the functioning of the trading system;

(3) Strengthening secretariat support capacities, including capacities for independent re-
search and pO|iC\‘ analysis, for initiatives rnd for the provision of technical assistance and
expertise to enable smaller rnd more vulnerable countries effectively to take partin and
advance their interests in consensus-building and negotiating proccsscs;

(h) Strengthening and streamlining mechanisms for mutual support, collaboration and co-
ordinrtion ktwccn programmer and agencies of the United Nations system, particularly
to enhance the contribution of relevant specialized agencies and organs of the United
Nations, including regional commissions, to the process of consensus-building, negoti-
ation and implcmcntation.



