Distr.
LI M TED

TD/ B/ 39(1)/SC. 1/L.1
30 Septenber 1992

Oiginal: ENGISH

TRADE AND DEVELOPMENT BOARD
Thirty-ninth session, first part
Ceneva, 28 Septenber 1992
Sessional Conmmittee |

DRAFT REPORT OF SESSI ONAL COWM TTEE |

Rapporteur: M. E.M Manaki ne (Russian Federation)

CONTENTS
Chapt er Par agr aphs
Introduction ....... ... . (i) - (iii)

l. Trade policies, structural adjustnment and
economic reform issues relating to national
transparent mechani snms in the context of the
fight against protectionism(agenda item®6) ........ 1-9

GE. 92- 52364/ 1163K (E)



TD/ B/ 39(1)/SC. 1/L. 1

page 2

| NTRODUCTI ON
(i) At its 807th (opening) plenary neeting on 28 Septenber 1992, the
Trade and Devel opnent Board deci ded to establish a sessional commttee of the
whol e (Sessional Conmittee |) to consider and report on the foll owi ng agenda
itens:
- Pat hs to devel opnent: perfornance, problens and reforms of public
enterprises (agenda item 4)
- Trade policies, structural adjustnent and economic reform issues
relating to national transparent mechanisnms in the context of the
fight against protectionism(agenda item 6).

(ii) At its 1st and resunmed 1st neeting on 28 and 29 Septenber 1992
Sessional Conmittee | elected M. Hugo Cubillos (Chile) as its Chairnman and
M. E.M Manaki ne (Russian Federation) as its Vice-Chairman- cum Rapport eur

(iii) In the course of the first part of the thirty-ninth session,

Sessional Committee | held ... formal and ... informal neetings.
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Chapter |

TRADE POLI ClI ES, STRUCTURAL ADJUSTMENT AND ECONOM C REFORM
| SSUES RELATI NG TO NATI ONAL TRANSPARENT MECHANI SM5 | N THE
CONTEXT OF THE FI GHT AGAI NST PROTECTI ONI SM

(Agenda item 6)

1. For its consideration of this item Sessional Conmittee | had before it
the follow ng docunentation
"Trade policies, structural adjustnent and economic reform issues
relating to national transparent mechanisnms in the context of the fight
agai nst protectionism- Report by the UNCTAD secretariat" (TD/ B/ 39(1)/3);
"Report on evaluating protection in an econony-w de perspective"
(UNCTAD/ | TP/ 77) .
2. In introducing this item the Director and Coordinator of Internationa
Trade Programmes stressed that the deliberations on the issue of transparent
nmechani sns were fully consistent with the sequenci ng approach called for by
the Cartagena Commitnment. In particular, the need to establish or to enhance
donestic transparency of policy nmaking related to trade was now w dely
recogni zed and had been supported by extensive investigations and anal ysis.
The docunent before the Board (TD/ B/ 39(1)/3) described the set of issues
relating to national transparency nmechani snms and sunmarized the anal ytica
wor k acconplished to date. There was no doubt that this nmatter was now mature
for intergovernnmental consultations which could |ead to conclusions and
possi bl e reconmendati ons for action.
3. Experi ence showed that many protectionist trade policies were introduced
by national CGovernnents responding to political pressures from specia
interests. The resulting policies tended to benefit firnm and workers in the
protected industry but harned consuners and downstream i ndustries and the
econony as a whole. Wat was needed was to incorporate the interests of al
parties into the policy-nmaking process so that the potential |osers m ght
exert a donestic counterbal ance to protectionism Such an approach woul d
pronot e "know edge-based policies" and inforned public debate. To ensure
transparency in a public debate on trade policy, the general public nmust be
aware of pending trade policy initiatives, their likely effects on both those

who | ose and those who gain, and their econony-w de inplications.
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Responsi bility for this could be carried out best by a "transparency agency".
Transparency agenci es would al so be useful for countries in the process of
econonmic reform Public input into the decision-making process was inportant
along with general public understanding of the probable outcome of reform

The costs likely to occur during reformmust be understood in order to obtain
general support for the process. W thout public understanding, the reforns

m ght be reversed before any benefits could be realized. For a transparency
agency to be effective: it nust be independent frompolitical pressures; it
shoul d not have policy-making authority; its procedures should be open to the
public; it should have an ongoing responsibility to study the econony-w de
effects of trade policy; and its analysis and policy advice nust be rel eased
to the public.

4, The Cartagena Commitnent called on the UNCTAD secretariat to provide
techni cal assistance to countries interested in establishing transparency
nmechani sns. A nunber of devel oping countries indeed wi shed to create or

i mprove their transparency agencies and woul d wel conme techni cal cooperation in
this regard. Sone countries in transition had also evinced interest in such
nmechani sns.  Techni cal cooperation could help in institution building and
could provide training in the application of the appropriate econom c tools of
analysis. Wth the help of extrabudgetary resources, the UNCTAD secretari at
was ready to assist interested countries in extending technical cooperation in
this inportant area. Support from donor countries would mean that UNCTAD
could initiate this activity. Governments already endowed with transparency
nmechani sns or simlar institutions could also make a significant contribution
by providing the necessary training of officials in their capitals.

5. The spokesman of the Asian G oup (India) recalled that paragraph 105 (iv)
of the Final Act of UNCTAD VI1 had strongly urged Governnments to consider in
their fight against protectionismthe establishnment of transparency mechani sns
at the national level. At UNCTAD VIII, paragraph 25 of the Cartagena
Commitnent stated that only a linited nunber of devel opi ng countries had been
abl e to achieve appreciable growth in exports. Protectionist pressures and
uni |l ateral policy actions continued thus to endanger the functioning of an
open multilateral trading systemaffecting particularly the export interests
of devel opi ng countries. Paragraph 132 of the sane Commitnent had reaffirmnmed

paragraph 105 (iv) of the Final Act. The question before the Board,
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therefore, was howto give effect to the conmitnments and resol utions that had
been nade in the past so as to inprove on the present world trade situation
and increase satisfaction for all. A significant nunber of devel oping
countries over the past decade had | aunched anbitious progranmes for

wi de-ranging structural changes in their econonies. These changes pertained
to deregul ation, liberalization of trade, encouragenent of foreign investnent
and flows, and overhaul of the public sector as well as of nopbney and financia
markets. In fact, the restructuring covered the entire infrastructure
supporting the econony. As expected, it was not w thout social and politica
cost that these refornms had been introduced. Devel oping countries believed,
however, that despite these costs, the changes would ultimately lead to an

i mprovenent in the quality of life once the process of adjustnment and
restructuring had been successfully concluded. A favourable internationa

envi ronnent would not only ease the transition process but would al so render
irreversible the policies aiding integration of the world econony.

6. He added that the process of econonmic refornms in the devel oping countries
was taking place at a tine when the world econony was suffering its nost
severe recession since the Second Wrld War. As a consequence, the demand for
the products of devel oping countries was generally weak but this trend had
been intensified by the variety of non-tariff barriers inposed by the

devel oped countries. In contrast, the liberalization process in the
devel opi ng countries had in fact helped to i nprove the nmarket conditions of
manuf act ured goods from devel oped countri es.

7. The creation of national transparency nechani sns and inprovenent of those
al ready existing were essential in order to obviate the protectionist
tendencies thwarting freer trade. The reasons for recourse to protectioni sm
were well known; the details had been anplified in the UNCTAD report before
the Board. Suffice it to say, CGovernnents nust gather enough interna
political strength to deny protection to the inefficient or unconpetitive
sectors. The exports of devel oping countries should be allowed freer access,
particularly in sectors where they had conpetitive strength in nmanufacturing
or where they had an advantage due to | abour-intensity, special skills,
location or climatic conditions. To this end, transparency agencies along the

lines proposed in TD/B/39/(1)/3 would be very wel cone.
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8. In line with the sequencing prescribed in paragraph 51 of the Cartagena
Conmitrent, the problemw th regard to protectionist policies and practices
had been identified and anal ytical analyses had been carried out. The tine
was now ripe to engage in a dialogue |eading to inplenentable commtnents.
The setting up of agreed transparency nechani sns woul d hel p both the devel oped
and the devel oping countries nove towards freer trade. By educating public
opi ni on and di scouragi ng the | obby influence of entrenched vested interests,
the bias in favour of unconpetitive industries and those seeking protection
woul d be renobved. This would encourage Governments to be bolder in their
reformefforts, as unbiased anal ytical studies fromtransparency agencies
woul d | end support to their endeavours. The transparency studies should

anal yse the entire gamut of donmestic nmeasures which inpinge on trade,

i ncl udi ng anti-dunpi ng and anti-subsidy actions. The six features identified
i n paragraph 64 of TD/B/39(1)/3 would be a good basis for the begi nning.

9. In summary, he indicated that transparency nechani sns coul d be effective
tools for conbating protectionismin all countries. In the devel oping
countries in the process of reform transparency agencies coul d provide

val uabl e input to policy formulation |eading to efficient changes in the
econony. In the devel oped countries, the agencies could pronote policies in
the best interest of the econony as a whole, rather than favouring specia
interest groups. It would be useful if the transparency agencies could al so
identify the cost or benefit of protection on a trading partner. |In keeping
with the Cartagena Conmitnent, UNCTAD ought to encourage the setting up of
transparency nechanisns in interested countries through technical assistance
consi sting of both information on the benefits of transparency agencies and
help in setting up the necessary infrastructure. To this end, UNCTAD s rol e

shoul d be strengt hened.



