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Fi nancial resources and nechani sns
(Chapter 33 of Agenda 21)

1. The Conmi ssion on Sustai nabl e Devel opment wel conmes the report of the Ad Hoc
Inter-sessional Wrking G oup on Finance and Changi ng Consunpti on and Production
Patterns (E/CN. 17/1996/7) and the report of the Secretary-General entitled

"Fi nanci al resources and nechani sns for sustainabl e devel opments overvi ew of
current issues and devel opments" (E/ CN. 17/1996/4 and Add. 1), and reiterates al
deci sions nade at its second and third sessions on issues related to financial
resources and nechani sns.

2. Havi ng revi ewed the financing of sustainabl e devel opnent, the Comm ssion
reaffirnms that the commtnents made at the United Nations Conference on

Envi ronnent and Devel opnent on new and additional resources remain a key el enent
of financial resources and nechani snms. The Conmission also reaffirms that
chapter 33 of Agenda 21 provides the framework and gui dance for the di scussion
of various current and energing issues, and that that framework is clear enough
to take into consideration new devel opnents, including the decline in officia
devel opnent assistance (ODA) relative to gross national product (G\NP) and the
increase of private flows to some devel opi ng countries. The Conm ssion further
reaffirnms that, in general, financing for the inplenentation of Agenda 21 will
cone fromcountries' own public and private sectors.

3. As to mobilizing external financial resources for sustainable devel opnent,
t he Conm ssion recogni zes that ODA has a special role to play in pronoting
sust ai nabl e devel opment in devel oping countries, particularly in the |east
devel oped countries. The Conmm ssion underlines the urgent need to fulfil all
financial commitnments of Agenda 21, especially those contained in chapter 33,
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and attaches inportance to its decision at its third session to pronote,

inter alia, new approaches to enhancing the effectiveness of ODA and i ncreasing
it wwthin relevant bilateral and nmultilateral mechanisnms with the objective of
achieving the United Nations target of 0.7 per cent of GNP, as reaffirned in

par agraph 33. 13 of Agenda 21, as soon as possible. The Conm ssion stresses that
it is inportant that donor countries pronote greater public awareness of
commitments concerning ODA as set forth in chapter 33 of Agenda 21.

4. The Conmi ssi on enphasi zes the need to inprove the effectiveness of ODA by
various neans, including the |everaging of private-sector investnents from
national and external sources. Furthernmore, where it is not already the case,
the effectiveness of ODA could also be enhanced by tailoring it to the specific
needs and circunstances of devel oping countries. ODA flows should be further
exam ned on a continuing basis, particularly with respect to their overal

I evel s and all ocation anong the interlinked conponents of sustainable

devel opnent .

5. The Conm ssi on acknow edges the positive aspects of the expansion of
external private capital flows to sonme devel oping countries, and enphasi zes the
i nportance of their contribution to econom ¢ growth and sustai nabl e devel oprent
of those countries. However, it stresses its concern at the volatility of such
flows, which has a negative bearing on the efforts of devel oping countries to
achi eve sust ai nabl e devel opnent. Therefore, both devel oped and devel opi ng
countries should exam ne initiatives conducive to a stable and nore favourable
environnent for enhancing the stability of external private capital flows.

6. The Conm ssion al so acknow edges that the expansion of external private
capital flows has been limted to some devel oping countries, and that therefore
the great najority of devel oping countries are not benefiting fromthe expansion
of such flows. The Comm ssion recogni zes that the further increase and nore

wi despread distribution of external private capital flows should be encouraged

t hrough appropriate national econom c, environnental and social policies and
laws or regulations, as well as through a conducive international environnent,

i ncl udi ng non-di scrimnatory trade and open investnent.

7. The Conm ssion, having exam ned the issue of external capital flows and
their inpacts, notes that foreign investors, in particular transnationa
corporations, should be encouraged to consider the goals of sustainable

devel opnent and environnental responsibility in their investnent projects, and
al so recogni zes the inportance of host countries adopting appropriate
sust ai nabl e devel opnment poli ci es.

8. The Conm ssion wel cones the progress made in discussions on the debt
probl em of heavily indebted poor countries held at the neeting of the

Devel opnent Committee of the World Bank and the International Mnetary Fund
(I'MF) in Washington, D.C., on 23 April 1996. Consideration should be given to
conpr ehensi ve approaches to assisting | owincome countries with substantia

nmul til ateral debt problens through the flexible inplenentation of existing

i nstruments and new nechani sns, where necessary. The Comnm ssion al so recognizes
that effective, equitable, devel opnent-oriented and durable solutions to the
external debt and debt-service problens of devel oping countries, in particular

t he poorest and heavily indebted countries, can contribute substantially to the
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strengt heni ng of the gl obal econonmy and to the efforts of devel oping countries
to achi eve econom ¢ devel opnent, social devel opnent and environnmental protection
as interdependent and nutual ly reinforcing conponents of sustainable

devel opnent .

9. As to nobilizing national financial resources for sustainabl e devel opnent,
t he Conm ssi on enphasi zes the inmportance of the participation of the private
sector in sustainable devel opment, in particular through increased investnents.
Sound and predictabl e macroecononi ¢ and sustai nabl e devel opnent policies at the
national and international levels are inportant for pronoting private-sector

i nvestment consi stent with sustainabl e devel opnent objectives. Trade

i beralization, an appropriate |legal franmework that protects private and
intellectual property rights, and the devel opnent of appropriate donestic
financial nmarkets are al so required.

10. To further pronote private-sector participation, the Conm ssion calls for
greater use of innovative nmechani sms, such as buil d-operate-transfer and sinilar
nechani sns for financing infrastructure projects for sustainabl e devel oprent.
The privatization of public enterprises and contracting-out of services should
be encouraged, as appropriate, taking into consideration the different

condi tions and circunmstances of countries.

11. The Conm ssi on encourages Governnments to consider further studies and, on a
voluntary basis, the gradual inplenentation of economic instrunents, further
exam ning the costs and benefits associated with the use of such instrunments.
The Conmi ssion also notes that in practice the application of economc
instruments in a nunber of countries generally yields satisfactory results.

12. The Conmi ssion recomrends that pollution abatenent funds should inprove
their performance by greater use of project evaluation techniques. Governments
are encouraged to consider neasures for enhancing the effectiveness and reach of
such funds.

13. As to financing the transfer of environnentally sound technol ogi es (ESTs),
t he Conm ssi on enphasi zes that financing for ESTs should cone from national and
external resources and innovative mechanisnms in accordance with chapters 33 and
34 of Agenda 21. In pursuance of chapter 34 of Agenda 21, technol ogy transfer
efforts shoul d be enhanced within a stable, predictable national and

i nternational econonmic and regul atory environment that will ensure the
identification and devel oprent of markets for ESTs.

14. As to the devel opnent of innovative nmechanisns for the financing of
sust ai nabl e devel opnment, the Commi ssion wel cones the decision of the Econonic
and Social Council to include an agenda itementitled "New and innovative ideas
for generating funds" at its substantive session of 1996, and recomends t hat
the report of the Third Expert Goup Meeting on Financial |ssues of Agenda 21 be
made avail abl e for the discussion by the Council under that agenda item The
Commi ssi on al so enphasi zes that the scope of the exami nation of such mechani sns
shoul d enconpass all aspects - econonic, social and environmental - of
sust ai nabl e devel opnent.
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15. As to policy options and financial instrunents in the matrix approach, the
Conmi ssi on recogni zes that economc instruments need to be tailored to reflect

i ndi vi dual countries' circunstances, and reiterates the decision contained in
par agraphs 137-139 of its report on its third session. Furthernore, the

Commi ssion stresses that that approach should not divert attention fromthe
comm tnments contained in chapter 33 of Agenda 21. The Commi ssion al so
reconmends that the coverage of the nmatrix be broadened by including such issues
as benefits to the traditional holders of indigenous know edge. The Commi ssion
encourages wi der di ssemnation of information on the use of such instrunments and
the costs and benefits associated with their use so as to enable further work on
the matrix approach.

16. The Conmi ssion recogni zes the relevant role to be played by major groups,
including in financing the activities set out in Agenda 21, in particular the
transfer of technol ogy, and enphasi zes that that contribution should be carried
out in conpliance with the policies and strategies of recipient countries.

17. In its discussion of practical steps towards resolving the above-nentioned
i ssues, the Commission calls attention to the need for further studies, the
desirability of strengthening cooperation and the necessity of inproving the
exchange of information. As to further studies, which should conpl enent the
work being carried out in other forums, the Conm ssion enphasized that:

(a) ODA flows should be further exam ned on a continuing basis,
particularly with respect to their overall l|levels and allocation anpng the
interlinked conponents of sustainable devel opnent;

(b) There is a need to conduct an in-depth analysis of external capita
flows to devel oping countries in order to better understand their social,
distributional, economc and environnmental inpacts on sustainabl e devel opment.
In addition, a detailed analysis of the options for a regulatory framework for
i mproving the inpact of such flows on sustainabl e devel opnent is required;

(c) A study of trends in capital flows, especially towards devel opi ng
countries, including the connection between private foreign investnments and the
obj ecti ves of sustainabl e devel opnent, should be carried out in order to
facilitate a conprehensive debate on that issue

(d) Further studies of the effects, costs and benefits of economnic
i nstruments should be undertaken. In addition, further studies on the inpact of
subsi di es on sustai nabl e devel opnent shoul d be pronoted to provide a better
basis for policy makers to identify and gradually abolish subsidies that have
cl ear negative inpacts on sustainable devel opnment. Such studi es shoul d assess
t he economic, social and distributional inmpacts of subsidy reduction, as well as
the transfer of resources to nore sustainable and efficient activities, taking
into account the specific circumstances and econonic, social and ecol ogi ca
condi tions of countries. Such studies should also examine the viability of
ecological tax reform its inpact on international conpetitiveness and the
nodalities that could facilitate such reforns;

(e) A detailed cross-country performance revi ew shoul d be undertaken to
identify how conservation trust funds can be made nore cost-effective mechani sns
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for environnental conservation. Such a review should also aimto sinmplify the
adm ni strative framework of such funds and to inprove strategies for |everaging
their financial resources with other sources of financing;

(f) As to innovative mechani sns for financing sustainable devel opnent, it
is inportant to study the feasibility of various innovative nechanisns, while
continuing to pursue efforts to increase ODA, secure the adequate replenishnent
of the dobal Environment Facility and encourage private-sector investnment. The
Conmmi ssion stresses the inportance of exploring other innovative nmechani sns, as
wel | as of continuing studies on the possible roles for insurance conpani es and
alternative banking in facilitating the financing of sustainable devel opnent;

(g) As stated in paragraph 131 of its report on its third session, the
need for and effectiveness of environmentally sound technol ogy rights banks and
the practical feasibility of establishing such banks shoul d be further studied,
and action in that area is called for

(h) The use of economc instrunents in different countries and sectora
strategi es and programes should be studied and the results reported to the
Conmi ssi on.

18. As to the desirability of strengthening cooperation, the Conm ssion
enphasi zes that:

(a) Bilateral aid agencies, United Nations agencies, funds and progranmes,
the Bretton Wods institutions and other multilateral financial institutions
shoul d beconme nore responsive to national priorities and sustai nabl e devel opnent
strategi es, and shoul d enhance their cooperation and coordi nation efforts for
greater effectiveness in neeting the objectives of Agenda 21, particularly the
nobi | i zati on of financial resources. |n structural adjustment programmes, nore
consi deration should be given to econom c, social and environmental inpacts,
taking into account Commtnent 8 of the Programe of Action of the Wirld Summ t
for Social Devel opnent;

(b) Cooperation on devel oping i nnovative financial nmechanisnms is
i nportant, and the Comm ssion would wel cone an invol vement of the World Bank,
| M-, the Organisation for Econom c Cooperation and Devel opnent, the United
Nati ons Conference on Trade and Devel opnent, the United Nations Devel oprnent
Programe, the United Nations Environnment Programe, the International G vi
Avi ation Organi zation and other institutions in making further progress towards
under st andi ng the prospects and requirenents for the practical inplenentation of
such mechani sns;

(c) In the context of promoting the transfer of ESTs, bilateral aid
agenci es, international organizations and financial institutions should
cooperate with Governments to fornulate and i nplement an enabling policy
environnent. In addition, the inportance of the provisions of the Agreenent on
Trade- Rel at ed Aspects of Intellectual Property Rights of the Wrld Trade
Organi zation is recall ed.

19. As to the necessity of inproving the exchange of information, the
Commi ssi on enphasi zes t hat:
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(a) The United Nations Environment Programme should further di ssem nate
its two recent statenments on the banking and insurance services industries,
noting that the financial services industry is taking a strong interest in
i mprovi ng the environmental nmanagenent practices of its business clients;

(b) The sharing of national experiences in the use of economic instrunents
shoul d be pronpted, and countries are invited to report to the Commi ssion on
their experiences concerning the inplenentation of various financial nechani sns
and the use of economc instruments. The Conm ssion shoul d expl ore ways and
neans of enhancing the sharing of experiences in consultation with al
interested parties;

(c) In the context of promoting the transfer of ESTs, internationa
organi zations, in particular financial institutions, should assist Governments
in devel oping and inpl ementi ng appropriate technical assistance programes that
hel p buyers and sellers of technology to identify each other, reducing
pre-investnment costs by providing technical, financial, and | egal expertise, and
identifying and supporting projects that denonstrate and comercialize ESTs in
speci fic sectors.



