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Chapter | X
OTHER MATTERS I N THE FI ELD OF TRADE AND DEVELOPMENT

(Agenda item 10)

A. Export pronption: report of the Joint Advisory G oup
on the International Trade Centre UNCTAD GATT on its
twenty-fifth session (agenda item 10 (a))

1. Since the Joint Advisory Goup on the International Trade Centre

UNCTADY GATT had not held its twenty-fifth session by the tinme of the current
session of the Board, there was no report before the Board for consideration
Under this sub-item the Board discussed the status and current situation of
the International Trade Centre UNCTAD GATT (I TC).

2. The spokeswonman for the Latin American and Cari bbean Group (Brazil) said
that it would be inconpatible with the concept of good governance to allow the
killing by neglect of a nmajor trade-oriented technical assistance institution
which up until now had been financially viable. Wile her Goup recognized
that | TC needed manageri al, operational and technical reform this could not
be done wi thout significant changes to its current structure and particularly
wi t hout a new Executive Director. The countries nmenbers of her G oup were

hi ghly concerned that the situation regarding | TC remai ned unresol ved. The
current stalemate was bound to lead to further a serious deterioration in the
ef fectiveness of ITC. Wth reference to the options under consideration in
GATT, her Goup believed it was inportant to preserve the present GATT- UNCTAD
partnership. Placing | TC under the exclusive responsibility of GATT coul d
seriously jeopardize its resource base, especially UNDP funding. She noted
that 1 TC, UNCTAD and GATT all had roughly equival ent budgets in terns of total
expendi tures; nevertheless | TC was half the size of UNCTAD and four-fifths the
size of GATT in terns of staff. The levels and nunbers of its senior managers
were already significantly bel ow those of its parent organizations. 1t had

al so been pointed out that a nunber of beneficiary countries were not nenbers
of GATT. One fundanental consideration was that |1 TC was not a ful

United Nations institution and it should therefore not be so classified.

3. She recall ed that increased trade was a maj or engi ne of economc growth
and that a | arge nunber of countries required a great deal of technica
assistance in this area. Furthernore, trade expansion was a goal that was in

the interest of the global econony. |TC had a clear mandate to assist in this
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process. Decisions made with respect to the | evel of the post of the
Executive Director of ITC had to be linked to the overall mandate that
governnents wi shed to see fulfilled by ITC. It was inperative to agree now on
a final solution to a state of affairs which had |asted for nore than a year
The current situation was operationally dysfunctional for the organization

Her Group woul d not support any interimsolution, and it proposed that ITC s
status quo be fully maintained, as provided for in the General Assenbly

resol ution of 1979. An Executive Director, jointly agreed by UNCTAD and GATT,
shoul d now be confirmed at the ASGlevel - or its equivalent - for a
three-year period.

4, Her Group believed that a decision that woul d have a profound effect on

| TC s performance shoul d not be nade in a vacuum given the tenuous
relationship of the institution with the United Nations system The
restructuring of the United Nations system including its legally affiliated
bodi es, should be allowed first to take place. In the absence of a thorough
and intergovernnental ly agreed restructuring of the United Nations system a
decision to apply such changes to a body with a conpletely distinct |ega
status would be basically irresponsible. The status quo her G oup was arguing
for could eventually be re-assessed once the United Nations restructuring had
been thoroughly digested by governnents. It was thus essential that the Board
now take a decision on this issue which would be referred for consideration by
governments at United Nations Headquarters.

5. The representative of Norway, speaking on behalf of the Nordic countries
Denmark, Finland, Norway and Sweden, said that the Nordic countries had

i nvested rmuch tinme, effort and financial resources in | TC because they

appreci ated the good work done by the Centre in pronoting the devel opi ng
countries' export activities in a practical way. |ITC s assistance in this
field would grow in inportance with the increasing narket orientation being
adopt ed by many devel opi ng countries. The Nordic countries were therefore
seriously concerned to see that the Centre had been left drifting without the
appoi nt nent of new managenent since January 1992. This situation was grave
and had al ready had serious consequences for ITC, a solution nmust therefore be
found as a matter of urgency if the future of the Centre was not to be put at

st ake.
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6. In order to attract the quality of |eadership necessary, the Nordic
countries held that the Executive Director should be appropriately
renmunerated, in line with the attendant responsibilities, and that the period
of tenure should be |ong enough to allow himor her to follow through
necessary changes in policy and practice.

7. As for the status of the Centre, he wished to see |ITC continue to
function as a joint body of UNCTAD and GATT. Cooperation should i ndeed be
even closer so that 1TC s work could benefit fully frominmpul ses from both
organi zations. UNCTAD and GATT nust al so have a say in the fundamental

organi zational matters of ITC, and in this regard the views of GATT were

i mportant.

8. The spokesman for the Asian Group (Bangl adesh) expressed the deep concern
of his Group at the prospect of dimnished status for ITC at a tine when the
Asi an countries were expecting on the contrary that the Centre woul d be
strengthened to enable it to discharge its responsibilities as a focal point
for technical assistance and cooperation in pronoting the devel opi ng
countries' exports. He recalled that it was by a decision of the GATT
Contracting Parties and the General Assenbly in 1979 that the post of
Executive Director had been upgraded to the ASG |l evel. Under this raised
status, | TC was rendering excellent services to the devel oping countries to
the satisfaction of the donor community. The LDCs were inportant
beneficiaries of the high-quality services of |ITC

9. The proposal to downgrade the post of Executive Director to the |eve

of D.2 and to offer a contract of only one year's duration would eventually
create a leadership crisis: a Director with that status would find it
difficult to provide dynanic |eadership and to nobilize the funds needed by
the Centre to fulfil its growing role. At a tinme when they were undergoi ng
ext ensi ve structural adjustnment and endeavouring to pronote external trade,

t he devel opi ng countries night end up as clear |osers.

10. Against this background, the Asian Goup called for the post of Executive
Director of ITCto be maintained at its present ASG level. As for the options
now bei ng wei ghed for the future institutional status of the Centre, his G oup
felt strongly that the present GATT- UNCTAD partnership shoul d be conti nued.

He urged the Board to take a considered decision on these matters that would
safeguard the interests of the devel oping countries. |If necessary, the

out conme could be referred to the General Assenbly for reconsideration
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11. The spokesman for the African Group (Egypt) said that ever since its
establishnent | TC had functioned as a |link organi zati on between UNCTAD and
GATT to assist all countries, and especially the devel oping countries, to

i mprove their export capacities. Thanks to |ITC, many devel opi ng countries,

i ncludi ng those that were not nenbers of GATT, had been able to benefit from
techni cal assistance programmes, since | TC provided its assistance to
devel opi ng countries on an equal footing with other countries. Regarding the
post of the Executive Director of ITC and the question of whether |ITC should
be retained as a joint UNCTAD/ GATT body or function under the sole
responsibility of GATT, the African Goup felt that the internationa
comunity should work towards the achi evenrent of the follow ng objectives:

(a) | TC should remain a joint UNCTAD GATT organi zation, especially in
view of a newrole conferred by the Cartagena Conmitrment and the fact that
Ad Hoc Working Groups had been established on trade efficiency and on
expansi on of trading opportunities for devel opi ng countries.

(b) In order to enable ITCto carry out its tasks as quickly as
possible, it was necessary to ensure that the Centre was again operating fully
at the earliest date, and this was particularly in the interests of the
devel opi ng countries. To this end, a joint consultative group should be
est abl i shed whi ch woul d seek consensus on how to ensure that the Centre could
resune its functions, particularly the enhancenment of the export capacity of
devel opi ng countries. The African countries had been making great efforts on
their own, and they placed nuch reliance on this assistance.

(c) Donor countries and UNDP should step up their financia
contributions with a viewto pronoting ITC s activities in nmobilizing
devel opi ng countries' exports.

12. The representative of Poland said that his country was deeply concerned
at the prolonged crisis affecting ITC. He fully agreed that | TC pl ayed a

uni que rol e in technical support for the devel oping countries in the pronotion
of their exports. The Centre was in fact an excellent instrument for the
practical inplenentation of several aspects of UNCTAD s activities. The
so-called "enterprise approach” - an initiative |launched sone years ago - was
a good exanple of ITC s responsiveness to the needs of a changing world,
offering as it did a practical answer to two of the nobst inportant issues
faci ng devel opi ng countries and countries in transition, nanely the

restructuring of public and private enterprises and environmental protection
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13. For the countries of Central and Eastern Europe, the practical assistance
furnished by ITCin the restructuring of their economnmies nmeant the transfer of
mar ket - econony princi ples and rmarket-1i ke behaviour into the post-conmuni st
busi ness vacuum Thi s assistance was of essential inportance to the success
of the transformation of these countries.

14. For all these reasons, his delegation wished to see a rapid and fina
solution of the current inpasse in I TC and he fully supported the proposal of
the Latin Anerican and Cari bbean Group that the status of |ITC be maintained in
accordance with the rel evant General Assenbly resolution adopted in 1979 and
that the nmatter be referred for further consideration by Governments at

United Nations Headquarters.

15. The representative of the United States of Anerica stated that her

del egation shared the concern which had been expressed by others on this

probl em which had been going on for nore than a year. She enphasi zed that
the delay in appointing to the post of Executive Director of ITCin no way
called in question the high value of the work carried out by the Centre.
Rather it was the systemw de refornms now bei ng undertaken in the

United Nations that were holding up a solution to the | TC | eadership problem
These were difficult times for United Nations, which was conducting a najor
reformin the organization of its work. There was a need to adjust the
structures to the realities of available resources and staffing and to nake
the best use of both. In carrying out these refornms one nust wing inflation
out of the United Nations. As things stood, the United Nations systemstil
was not responding to these inperatives as well as it could. Her delegation
was keen to see the noney available to the United Nations used to increase the
wel | -being of all the peoples of the world. It was inportant to channe
United Nations funds into the field operations where it could make a
difference to people's lives. So far, one could not say that the nost
effecti ve use had been nade of avail abl e resources.

16. (Observing that the United Nations Secretary-Ceneral had initiated a
realignment in the New York secretariat in which he had already elimnated a
nunber of senior posts, she set this question of the ITC directorship in the
context of the larger United Nations reform process. The United States
CGovernment did not at this point wish to gainsay the work of the

Secretary-General. Wile she could understand the inpatience expressed by
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ot her del egati ons, she argued that the Secretary-Ceneral needed nore tine and
a free hand to deal with the matter. In any event, her del egation could

not support the proposal by the Latin Anerican G oup that the post of
Executive Director of ITC be confirnmed at ASG |l evel for a three-year period.
17. The spokesworman for the Latin Anerican and Cari bbean Group (Brazil) said
that the concerns expressed by the representative of the United States with
respect to the financial viability of the United Nations systemwere certainly
shared by all delegations. Yet she was very concerned at the unbal anced way

i n which these principles were being applied agai nst those who appeared to
enjoy less protection. It was public knowl edge that a certain high-Ievel post
had recently been created at United Nations Headquarters. |t seened therefore
that different principles were applied dependi ng on circunstances.

18. The representative of Chile, responding to the United States statenent,

was surprised at the suggestion that the econom c and social aspects of

United Nations system had not been deened effective by the nmenber countries.
In his view, the United Nations and especially UNCTAD had for years carried
out work in which scarce resources had been used to inprove the economni es of

t he devel oping countries in Africa, Asia and Latin America. UNCTAD had al so
pl ayed an inportant role in the technical assistance activities of ITC. He
was al so surprised to find that, notw thstanding the agreenent already reached
on the level of the post for the Executive Director, no further action had
been taken because there was opposition in New York to confirm ng the post at
the level of ASG This post was of such inportance to the devel oping
countries that they could not accept that it be classified at a | ower |evel

It was therefore not acceptable for the United States to suggest that the
Secretary-General of the United Nations should be left to settle the matter on
his own. The matter was of concern to all devel oping countries and it was
therefore not up to any one person in the systemto decide. He reiterated
that the devel oping countries did not wish to see | TC decline through the
degradi ng of the Executive Director's post.

19. The representative of the United Kingdom speaking on behalf of the

Eur opean Community and its nmenber States, stated that, although the Comunity
had not yet discussed this question with a view to achi eving a common
position, it was concerned at the stal emate which had occurred in appointing a

new Executive Director. |TC was a very val uabl e organi zati on and she
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therefore hoped that there would be a rapid solution to the current staffing
problenms so that the Centre could effectively get on with its work. Such a
sol ution shoul d be sought through patient discussion and quiet diplomacy and
not through confrontati on anmong di fferent organi zations.

20. The representative of Cuba said that the serious work done by the | TC was

wel | known and he supported the statenents nade by the Latin Amrerican G oup
and Chile concerning the post of Executive Director. In his view, this
particul ar probl em should be set in the context of the financial crisis that
had beset the United Nations for the past seven years, and the
Secretary-General of the United Nations should nove quickly to renedy this
financial crisis through consultation with the main contributors.

21. The representative of Ml aysia shared the concern felt by other

del egations at the prolonged stalemate in the appointnment of a new

Executive Director. Wile he appreciated the restructuring argunent, he

consi dered that the situation in I TC was different in that | TC was and woul d
continue to be the joint responsibility of UNCTAD and GATT. The status of the
Executive Director of |ITC nust take account of the kind of budget and |evel of
staffing which had built up over the years and which had enabled the Centre to
carry out effectively and efficiently many tasks in favour of devel oping
countries. The current stalemate mght well have an adverse effect on the
norale of ITC staff. The concern felt was nmade all the greater by the fact
that some donors were currently reluctant to commt further contributions to

| TC programmes. He therefore hoped that a rapid solution would be found to
this problem

22. The representative of Peru reiterated the view of his delegation that |ITC

was very useful in helping the devel oping countries with their devel opnent
projects and that its activities should be increased. Peru also considered
that the Centre shoul d be naintained under the joint responsibility of UNCTAD
and GATT, which would enable it to act efficiently and coherently. He

acknow edged that sone reform m ght be necessary in certain nmanagenent areas,
but this could be handled in the Joint Advisory Goup. Hi s delegation was in
favour of maintaining the present |evel of the Executive Director's post as
wel |l as the period of appointnent. Finally, he proposed that the Board shoul d
endeavour to reach consensus on this subject and to transmt any such

agreenment to New York in official form



TD/ B/ 39( 1)/ L. 3/ Add. 6

page 9

23. The representative of Italy expressed support for the European Conmunity
statement. Wth regard to the proposal nmade by Peru that the Board should
take action which would be comuni cated to New York, he recalled that the
regrettable stalemate over the filling of the Executive Director's post had
originally been due to the unrealistic request to keep the post at the | eve
of ASG and to differences between del egations in Geneva and New York
concerning the level of the post. There was therefore a danger that by
accepting the Peruvian proposal the present stalemate could be protracted and
the efficiency of ITC further reduced. Noting that there was already a
majority emerging in GATT that was in favour of an honourabl e conprom se, he
urged the Board to reconsider the procedure proposed by Peru.

24. The representative of Argentina expressed his delegation's support for

t he proposal made by Peru, and said that the Board nust make a reconmendati on
on this inportant issue.

25. The representative of Germany, conmmenting on recent devel oprments in GATT,
including the idea that I TC might be incorporated in GATT, said that a group
of countries which had net in GATT on the previous day - w thout, however, the
participation of the United States and Canada - had agreed that |ITC shoul d
continue to function as a joint body of UNCTAD and GATT and that the grading
of the Executive Director post at the D-2 |l evel should be accepted as
inevitable, on the condition that the contract would be for a period | onger
than one year. Thus an area of conproni se was bei ng reached.

26. The representative of China said that the Chinese del egation was greatly

concerned at the fact that there had been no | TC annual report under this
item This showed that the normal work of the Centre had been badly

affected. She therefore hoped that, through the joint efforts of all the
parties concerned, the structural refornms of |ITC could be conpleted as soon as
possible so that it could continue to provide technical assistance to the
devel opi ng countries in a normal working nanner

27. The representative of Switzerland recalled that her country had al ways
supported | TC positively. Her delegation would have preferred to see the
Executive Director post maintained at the ASG level, but it now seened that a
consensus was energing for classification at D-2 and her del egation coul d
accept such a decision. At the sane tine, she was surprised to find that a
D2 grading could be accepted for the short termw thout any di scussion on how

to inprove existing relationships in order to avoid simlar conflicts in
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future, whether in the choice of an Executive Director or with regard to other
aspects of ITC. In these circunstances, GATT might cone to feel that it did
not have a say in ITC s affairs and m ght eventually be discouraged from
maki ng its due contribution. Moreover, certain del egations, seeing that the
UNCTADY GATT partnership which constituted the force of ITC was falling apart,
m ght be di scouraged from supporting the Centre as actively as in the past.

28. The representative of Canada recogni zed the good work whi ch had been done
by I TC over the years. Wile he supported efforts to reform and reorgani ze
the United Nations system he did not feel that |ITC should be taken in
isolation as a basis for that reform It was with this in mnd that his

del egation agreed very strongly with the statenment by the Latin Anerican and
Cari bbean G oup and coments made by individual nenbers of that Group. None
the less, confrontation with the Secretary-General on this natter woul d be
unhel pful . Rather he supported the process of careful dialogue as had been
suggested by the spokesman for the European Conmunity. He pointed out that in
any discussion relating to matters of interest to I TC, GATT represented half
the equation and any sol ution nust therefore be coordinated with GATT. Canada
woul d work within the UNCTAD and GATT context to resolve this situation.

Action by the Board

[ To be conpleted as appropriate]
B. Progressive developnment of the law of international trade:
twenty-fifth annual report of the United Nations Conmni SSion

on International Trade Law (agenda item 10 (b))
Action by the Board
29. At its 809th neeting, on 29 Septenber 1992, the Board took note of the
report of the United Nations Conmmission on International Trade Law on its
twenty-fifth session (A/47/17), which had been circulated to the Board under

cover of a note by the UNCTAD secretariat (TD/ B/ 39(1)/6).



