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|. THE CASE FOR PGCsI TI VE MEASURES

1.1n recent years, there has been growing interest in "positive neasures"! to
assi st devel oping countries in inplenenting policies and neasures ai ned at
pronoti ng sustai nabl e devel opnent. There are nmany instrunments whi ch can be
used for such purposes. These may involve actions to be taken at the local or
regi onal level to begin or continue the process of gradual internalization of
envi ronnental costs and benefits, and actions at the nultilateral |evel. The
Expert Meeting is intended to focus on actions that coul d be taken at the
multilateral |evel to promote sustainable devel opment and nore particularly
to nmeet the objectives of nultilateral environnental agreenents (MEAS).

2. Positive measures, as the termis used in this report, include not only
nmechani sns to pronote full participation and conpliance on the part of al
parties to MEAs, but al so neasures which could be used to encourage a dynanic
process of continuously inproving environmental performance that m ght go
beyond the obligations in MEAs. |In this sense, positive neasures include
transfer of finance and technol ogy, incentives in the areas of building
institutional, personnel and nanagerial capacities, informtion nmanagenent,
techni cal assistance, and dynanic economic (i.e. market-based) mechani smns.

3. Positive nmeasures have becone an increasingly common feature of MEAs for
several reasons. Wil st the environnental objectives of MEAs have received
broad public support, it has been increasingly recognized that MEAs invol ve
i mportant econom ¢ and devel opnental issues, and that conpliance costs nay
differ widely across devel oped and devel opi ng country parties, thus raising
issues related to equity. In this context, by attenpting to give ful

consi deration to principles such as equity? and common but differentiated
responsibilities, positive nmeasures pronote participation and effective

i nternational cooperation in the inplenmentation of the provisions of MEAs.

4. Further, failure to conply with the provisions of MEAs is rarely the result
of deliberate policies of parties, but rather the consequence of deficiencies
in adnministrative, econonmic or technical infrastructure. In this context,
positive measures have been consi dered necessary because conpliance contro
and enforcement regines are often insufficient for the effective

i npl erent ati on of MEA provisions.?

5. Positive neasures have al so been considered in the trade and environnent
debate. In discussions in the WO Conmittee on Trade and Environment (CTE)
the issue of positive neasures has enmerged fromtwo different perspectives.
First, positive neasures can reduce or obviate the need for trade measures,
by offering alternative policy instrunents. Were trade neasures are
nevert hel ess deened necessary, positive neasures can be used as part of a

! The term "positive nmeasure" does not appear in any of the existing
MEAs and is not used in Agenda 21. However, the term has been extensively used
i n post-UNCED anal ysis and intergovernnmental deliberations in UNCTAD, WO, and
t he Conmmi ssi on on Sustai nabl e Devel opment (CSD). The CSD has invited UNCTAD and
UNEP to undertake work in this area.

2 Equity has three aspects: (a) the distribution of costs between
devel oped and devel oping country parties; (b) inter-generational distribution
of costs; and (c) procedural equity, i.e. enhancing devel oping countries' ful

participation in the devel opment of legal instruments and the review of their
ef fectiveness, as well as in decision-nmaki ng processes.

s On the concept of conpliance assistance, see: Urich Beyerlin and
Thil o Marauhn, "Law making and | aw enforcenment in international environnenta
| aw after the 1992 Ri o Conference", Research reports of the Max Pl anck Institute
for Conparative Public Law and International Law, No.4, Heidel berg, 1997
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policy package that takes account of the interests of all parties. The other
issue is the relationship between transfer of environmentally sound
technol ogi es and products and the nmultilateral trade rules concerning trade-
related intellectual property rights.

6. Posi tive measures have been built into several MEAs, such as the
Montreal Protocol on Substances that Deplete the Ozone Layer (MP), the
Convention on Biological Dversity (CBD and the Framework Convention on
Cimte Change (FCCC). In principle, provisions on positive neasures and
their effective inplenmentation could be a quid pro quo for entering into new
conm tnents, and several MEAs contain wording indicating that the effective

i mpl enent ati on of comitments by devel opi ng country parties depends on the
ef fective inplenentati on of devel oped country commtnents related to
financial resources and transfer of technol ogy.*

7. Wi | st positive neasures have not always been easy to inplenent,

i nnovati ve approaches to positive neasures nmay be politically attractive in
the light of existing budget constraints and their potential to reduce the
costs of achieving the environnental objectives of an MEA Innovative
approaches focus on instruments or nechani sns that address specific interests
and concerns of parties or stakehol ders, nake creative use of narket-based
nmechani sns and harness new sources of finance for positive measures.

I nnovat i ve approaches include such nechani sns as partnership arrangenents for
fundi ng and technol ogy transfer, multi-stakehol der and integrated approaches
or tradeabl e carbon em ssion pernmits and pronote the invol venent of the
private sector and civil society in achieving the objectives of an MEA

8. This report exam nes a range of positive neasures whi ch have been
deened i nmportant by the Commi ssion on Sustai nabl e Devel opnment (CSD) and the
conference of parties of the various MEAs. These include technol ogy transfer,
capacity- building, financial assistance, and narket-based instrunents.

Al 't hough there exists a wide range of positive nmeasures, they are generally
covered under one of these broad categories.

I'1. EXPERI ENCES | N ACCESSI NG ENVI RONMVENTALLY SOUND TECHNCLOG ES
AND CAPACI TY- BU LDI NG

9. Several MEAs contain specific provisions on technol ogy transfer which may
i ncl ude financial nechanisns to facilitate such transfers Al though it was
recogni sed at UNCED t hat devel oped countries have a responsibility with regard
to assisting devel oping countries in building national capacities for
environnental Iy sound technol ogi es (ESTs), operationalizing the existing MEA
provi sions on technol ogy transfer has proved difficult. Technology transfer, in
general , includes both "hardware" elenments such as machi nery and equi pnent and
"software" el enments such as skills, know how and rel ated organi zati onal and

4 For exanple, Article 4.7 of the FCCC states that: "The extent to
whi ch devel oping country Parties will effectively inplenent their commitnents
under the Convention will depend on the effective inplenentation by devel oped

country Parties of their comm tnents under the Convention related to financia
resources and transfer of technology and will take fully into account that soci al
devel opnent and poverty eradication are the first and overriding priorities of
t he devel opi ng country Parties." Al nost identical wordingis containedinArticle
20.4 of the CBD.

5 Article 10 of the Mntreal Protocol established a financia
nmechanism the Miltilateral Fund, for the purpose of providing financial and
techni cal cooperation, includingfor the transfer of technol ogies. The mechani sm
shal | nmeet all agreed i ncrenmental costs of beneficiary Parties in order to enabl e
their conpliance with the control neasures of the Protocol. Since its creation
in 1981, the Executive Committee has allocated nore than US$ 500 mllion. See
al so paragraph 32 of this report.
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institutional arrangenents for the transfer process®. Technol ogical capacity-
bui l di ng, which is an inportant condition for effective technol ogy transfer,
woul d i ncl ude know edge and skills that firnms need in order to acquire,
assimlate, use, adapt, change and create technology.” Wth regard to nodalities
for technology transfer, apart fromfinancial nechani sns which have been built
into sone MEAs, other nodalities such as trade (e.g. in equipnment) and foreign
i nvestment (both direct investnment and joint ventures) can play a role in the
di ffusion of ESTs. |ndeed, technology transfer is increasingly driven by narket
forces and international private investors. Mre work i s needed, however, to
exam ne how nuch different nodalities have contributed to the transfer of ESTs,
in particular technol ogi es required by some MEAs, which countries have
benefitted fromthem and the extent to which technol ogy transfer has been at
fair and favourable terns.

A. Experience in accessing environmentally sound technol ogi es

10. There is relatively little enpirical evidence on the extent to which
transfer of technol ogy provisions have been inpl enented® and the extent to which
t he broad concept of technology transfer, as outlined above, has been taken into
account.® An exchange of anal yses and information regardi ng nati onal experiences
may be useful and nmay indicate ways and nmeans to enhance effective transfer of

t echnol ogy.

11. Technol ogy needs and problens faced in accessing technol ogi es nandat ed
under the Montreal Protocol vary across devel opi ng countries. Countries which
are both producers and users of ozone depl eting substances (ODS) tend to have

| arger needs. This is the case, in particular, in countries such as China, India
and the Republic of Korea, where production is doni nated by donestically owned
firnms as opposed to transnational corporations (TNCs), which tend to have easier
access to substitute technol ogies.

12. Exi sting evidence indicates that it has been relatively easier to phase
out ODS in sone products than in others. |In the refrigeration and air-
conditioning sectors, difficulties have been reported in the acquisition of
substitute technol ogi es because many of the technologies are of a proprietary
nature!® and few alternative suppliers exist. Further, although sone substitute
technol ogi es and chemicals are easily available, access to their catalysers is
subject to private dealings. Mreover, in many cases manufacturing costs are
consi dered confidential business information. Al though an alternative would be
t he i ndi genous devel opnent of technol ogi es in devel opi ng countries which have
the capacity to do so, this would require established capacities and a | ong
gestation peri od.

6 In the case of the Montreal Protocol, the indicative list of
increnental cost is an el aboration of some el ements of technol ogy transfer

7 See UNCTAD, Fostering Technological Dynam sm Review of the
Literature, Fostering Technological Dynamsm evolution of thought on

t echnol ogi cal devel opnent process and conpetitiveness:, United Nations
publication, Sales No. E 95.11.021

8 Mechani sns for notification on technology transfer are to be found
under both the MP and FCCC.

® Under the Montreal Protocol, a devel oping country that is unable to
i mpl ement any or all of the obligations relating to controlled substances due
to the i nadequate inplenmentation of articles 10 and 10A relating to technol ogy
transfer, can notify the secretariat. According to the procedure for non-
conpl i ance approved at the Fourth Meeting of the Parties, the non-conplying party
shoul d be assi st ed.

10 This exenplifies the fact that although intellectual property rights
(1 PRs) can provide incentives for innovation, they can also increase the cost
of acquiring technol ogi es mandated in sone MEAs.
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13. Experience with the FCCC shows that technol ogy transfer and capacity-
bui | di ng assi stance takes place |argely under bilateral cooperation activities
(often on a commercial basis). Exanples of bilateral activities are the Danish
Ener gy Research Programme (EFP), which ains to adapt Dani sh environmental ly
sound technol ogies to the specific needs of Central and Eastern European and
devel oping countries and to facilitate the transfer of technol ogy; the French

t echnol ogi cal cooperation programme wth devel oping countries in Africa and
Sout h- East Asia; the United Kingdom s Technol ogy Partnership Initiative (TPI)
whi ch encourages transfer of technol ogy and know how to devel opi ng countries on
conmercial terms; and the Australia Environmental Co-operation with Asia (ESCAP)
Programme for the transfer of environnental managenent capabilities to Asia on a
conmer ci al basis through the private sector and governnent.

B. Possi bl e approaches to pronoting technol ogy transfer

14. Thi s section exam nes sel ected approaches and nechani sns to pronote the
transfer of ESTs to devel oping countries to address gl obal environnental

probl ems. These are not necessarily new, but try to build on existing mechani snms
or tailor themto the needs of particular MEAs. !

I nt egrat ed approaches to technology transfer in the area of waste nanagenent

15. An integrated approach to technol ogy transfer could include, inter alia,
the provision of finance, training, investnent, and technol ogy (hardware and
software). The centres on training and technol ogy transfer to be established
under the Basel Convention (BC) have the potential to operationalize such an

i ntegrated approach'?2, Wilst the goal is to make such centres self-financing,
with the invol venent of the private sector and NGOs, there is a potential huge
gap between resource requirenents and their availability.

16. The UNCTAD secretariat has been hol ding consultations with the Governnents
of two fast-growing Asian countries to inplenent an integrated approach to
technol ogy transfer for the inprovenent of |ocal environnental performance and
the risk managenment of recycling facilities. It will be operationalized by a

nmul ti-stakehol der advi sory panel conprising governnent departnents, private-
sector and NGO representatives, and technical experts fromrel evant national and
i nternational bodies. The objective is threefold: (a) to facilitate a cost-

ef fective and socially acceptable way of neeting the objectives of the Base
Convention; (b) to operationalize technology and skill transfer in a situation
and comuodi ty-specific way and nake accessi bl e new sources and fornms of self-
sustai ned finance, in particular fromthe private sector; and (c) to pinpoint
the need for and the forns of positive nmeasures to be provided and
operationalized by the "Basel" centres on training and technol ogy transfer in
Asia, particularly in India and I ndonesi a.

Technol ogi es sponsored by the public sector

17. A nunber of ESTs nay have been devel oped through sponsorship by
CGovernnents, or resulted frompublicly supported research and devel opnment. An

i mportant feature of publicly funded technology is that Governments can exercise
a certain degree of influence over its generation and diffusion. For exanple in
the area of the Montreal Protocol, public support for the devel opment of
substitute technol ogi es and products in Gernany allowed the industrial sector

1 See UNCTAD, Pronpbting the Transfer and Use of ESTs: A Review of
Policies, United Nations publication, Sales No. E. . 96.11.04.

12 O the eleven centres to be established, Slovakia, China and Uruguay
are officially in operation.
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to neet agreed deadlines for the phase-out of ODS and of old technol ogies.?!® An
i mportant question is the extent to which the role played by the public sector
in the devel opnment of such ESTs may facilitate their diffusion to devel oping
countries on fair and favourabl e terns.

18. Clearly, publicly funded technol ogies are not "off-the-shel f"
technol ogi es; they need to be standardi zed, tested, and produced on a | arger
scale. This process will often require close cooperation between the research
and devel oprent (R&D) comunity and enterprises 1 n both devel oped and devel opi ng
countries. As a result, local R& capacity in applied R& in devel opi ng
countries woul d be strengthened. However, the arrangenents to increase the
availability of publicly funded ESTs woul d require new ways of financing,
particularly for the non-commercial elenents of the transfer

19. There nmay al so be opportunities for South-South cooperation in the area of
publicly sponsored technol ogi es. Technol ogi es devel oped i n devel opi ng countries
may be particularly suitable for application in other devel opi ng countries.
Exanpl es include China's alternative technol ogies for air conditioning and
India's large rural renewabl e energy progranmes. A recent survey al so includes
an extensive list of activities undertaken in a cross section of developing
countries to address climte change within national devel opment strategies.
Similarly the Republic of Korea has devel oped alternative technol ogies for

chl or of  uorocarbons (CFCs) with public funds. To ensure the wi der dissemnation
of publicly sponsored technol ogies to ot her devel opi ng countries, one possible
nmechani sm coul d be the creation of a technol ogy bank where technol ogi es coul d be
banked and "lent" on preferential and non-commercial ternmns.

O earing houses and transferring patent rights

20. Devel opi ng countries can make infornmed and environnmental | y sustai nabl e
technol ogi cal choices if they have access to information on the entire range of
ESTs available to them including the possibilities for their adaptation to

| ocal needs and conditions. Information could be classified under financing
options and technol ogy options. Wth regard to the latter, it would be useful to
i ndi cate whether a particular technol ogy option was in the public donmain or
proprietary in nature. Better flows of information would al so i nprove access to
best avail abl e and not excessively expensive technol ogies, as well as

i nformati on on obsol ete technol ogi es.

21. | nprovi ng exi sting environnmental information systens, rather than buil ding
new ones, and establishing regional information clearing houses can be a first
step towards establishing a network of ESTs under each MEA. '®* Regional centers
could focus on the informati on needs of the end users, in particular devel opi ng
countries. The Ozone Action Cearing House is one such exanple.

22. New initiatives could help: (a) identify technol ogy transfer
opportunities, as well as holders and recipients of technol ogies; (b) estimate
costs and initial investnment requirenents; (c) recruit and finance recipients, as
wel | as provide advice on how to obtain the resources for training; (d) secure
| PRs and assist in drawing up |licensing arrangenents. Such initiatives could

1B Ger hard Angerer, Einflusse der Forschungsf 6rderung auf Geset zgebeung
und Nor nenbi | dung i m Umel t schutz, Hei del berg, 1996.

14 "Pilot Information Needs Survey Regarding Cdimte Relevant
Technol ogi es", prepared by | VAMEnvi ronnental Research, University of Amsterdam
1997.

5 The need for technology clearing houses is nore imedi ate where
there are multiple technol ogical options for inplenmenting the MEA
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encourage joint ventures with snmall-scale technology providers in all countries.
This could include traditional and indigenous technol ogies. An interesting
guestion woul d be whether and how national Governments, intergovernment al

organi zations or nultilateral funds could play a role in helping to finance and
devel op such networks.

23. The i dea of establishing a technology rights bank to act as an
internediary to advance the diffusion of proprietary technol ogi es required under
MEAs by nmaking them avail abl e to devel oping countries on favourable ternms is not
new. * Such a bank could increase access to and diffusion of technol ogies
relevant to a MEA by (a) negotiating the acquisition and diffusion of patent
rights with technol ogy owners on fair ternms; (b) accepting patents as donations
fromboth private and public sectors; and (c) initiating |icenses, comercia
devel opnent agreenents and use agreenents with suitable users in devel opi ng
countries under conditions negotiated on a case-by-case basis.

Envi ronnental offset investnent programmes

24, An environnmental offset investnment is a financial progranme in which one
country foregoes a domestic environmental investrment in favour of financing a
nore cost-effective progranme in another country addressing a gl oba

environnental problem Ofset investnent progranmes nay cover a broad spectrum of
activities, ranging fromequipnment to training and techni cal assistance. A

I i nkage can be nade with the transfer of ESTs, particularly in the context of
joint inplementation (JI) and activities inplenmented jointly (AIJ) in relation
with clinmate change. These technol ogies could include those already in use or new
and untried technol ogies, and should result in efficiency gains or in a better
environnental performance in the host country. It may be necessary to operate
this instrument al ongside a clearing house so that the associated transaction
costs can be reduced.

C. Capacity-building

25. Capaci ty-bui | di ng enconpasses the devel opnent of a country’s human
scientific, technol ogical, organizational, institutional and resource
capabilities.' An interesting exanple of capacity-building is a current three-
year project in Gabon funded by the d obal Environnental Facility (GEF).!® The
project ains to involve |ocal communities in the nonitoring of wildlife

popul ations, as well as to assess the inpact of trade on wildlife populations in
order to devel op and i nplement sustainable trade strategies that ensure the |ong-
termsurvival of wildlife species. Activities include national training sem nars
for agents charged with wildlife conservation and control, the production of a
practical manual for the identification of regional species, and the revision of
nati onal conservation legislation with a viewto aneliorating the inplenmentation
of the country's obligations under the Convention on Trade in Endangered Speci es
(CITES). The project is also considering the devel opnent of nethods for |oca
conmunities to nonitor changes in wildlife popul ati ons and manage their resources
in a nore sustainable manner. Al so, a nunber of studies, e.g. on wild parrot

16 Agenda 21 recomends that, in the case of privately owned
technol ogies, it mnmght be possible to "purchase patents and |icenses on
comercial ternms for their transfer to devel oping countries on non-conmerci al
terns as part of devel opnent cooperation for sustainabl e devel opnent, takinginto
account the need to protect intellectual property rights". Agenda 21, para
34.24(e)(iii).

17 Agenda 21, Chapter 37
18 OECD, Experience with the Use of Trade Measures in the Convention

on International Trade in Endangered Species, COM TD/ ENV(97) 10/ REV1.
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popul ation, will assess possible rates of comerce and the feasibility of captive
breedi ng programes with a view to assigning econonic value to endemic wildlife.

26. Al t hough capacity-buil ding has been addressed by MEAs either through their
provisions or resolutions of the conferences of parties (CoPs), their

i mpl enent ati on can prove problenmatic. The inplenentation of financial obligations
can affect the extent of capacity-building activities, particularly if these fal
under the purview of the rel evant MEA Secretariats.? In reality, capacity-

buil ding activities have often relied on bilateral assistance. Thus, the
secretariats of CITES and the Basel Convention have been providing technica

assi stance, but the levels of funding have been I ow. 2 For exanple, the Basel
Convention's Techni cal Cooperation Trust Fund (TCTF) has a planned current annua
budget of only about $1.5 million. Bilateral aid programres play a relatively

i mportant role, nmost in the formof "counterpart contributions". In the case of
CITES, training senmnars are being funded to a large extent from official
bilateral aid and a few NGOs, as well as in-kind contributions. Experience with
the FCCC al so shows that capacity-building assistance takes place |argely under
bil ateral cooperation activities. The CECD has devel oped gui delines for donor
assi stance to capacity devel opnment in environnent.?

[11. FINANCI AL MECHANI SM5 AND | NNOVATI VE APPROACHES TO
GENERATI NG FI NANCI AL RESOURCES FOR SUSTAI NABLE DEVELOPMENT

27. Thi s section anal yses provisions on financial transfers and mechani sns in
recent MEAs (in particular provisions on "conpliance assistance" contained in the
Montreal Protocol, the CBD and the FCCC), as well as other ways of generating new
public and private financial resources to assist devel oping countries in
pronoti ng sustai nabl e devel opnent and nore particularly in tackling gl oba

envi ronnent al probl ens.

A. Financial nechanisns built into MEAs and rel ated concepts

28. First-generati on MEAs, such as CITES and the Basel Convention, contain
hardly any specific conmitnment on the transfer of financial resources to
devel opi ng countries. Recognizing this, the respective CoPs have adopted a numnber
of decisions on specific issues in the area of finance which, however, are not

bi nding and are predoninantly related to training and capacity-buil ding. Recent
MEAs, however, contain provisions conmitting devel oped country parties to
transfer financial resources to devel oping countries to assist themin neeting

19 For instance, under the Basel Convention, the operational costs of
the currently envisaged 11 regional/subregional centres on training and
technology transfer are estinmated at alnbst $6 mllion for the first two years
of operation. However, under the Technical Cooperation Trust Fund to Assist
Devel oping Countries in 1997-1998, only $600,000 has been budgeted for the
centers, and resources of about $1 mllion have been specifically provided by
i ndi vi dual devel oped countries to set up and/or operate the centers.

20 Projects requiring a limted anount of funding have neverthel ess
been very successful

2 OECD, Donor Assi stance to Capacity Devel opnent in Environnent, OECD
Devel oprment Cooperati on Cuidelines Series, 1995.
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their obligations. Exanples are Article 10 of the Montreal Protocol, Article 4.3
of the FCCC and Article 20.2 of the CBD. %

29. Defining the financial needs of beneficiary countries and the extent of

the financial obligations of the devel oped countries involves the issue of
defining concepts such "incremental costs" and "additionality". Concerning the
first concept, in principle, financial resources should be provided to devel opi ng
countries to neet the "agreed increnmental costs"?® of inplenenting neasures to
fulfil their obligations. In practice, the definition of incremental costs may be
a conplicated and sometimes controversial issue, even though the Mntrea

Protocol and the CBD have indicative lists of such costs.?

30. Additionality is a vexed issue, since the extent of any additionality is
difficult to assess. For exanple, as of 1996, nenber countries of the

Devel opnent Assi stance Committee (DAC) nmay report up to a naxi mum of 84 per cent
of their contributions to the GEF as ODA. In such circunstances, it is difficult
to determne to what extent GEF contributions are new and additi onal

31. The requirements of devel oping countries in fulfilling their conmtnents
in accordance with the concept of agreed increnmental costs should, in principle,
determi ne the financial resources that should be transferred to devel opi ng
countries. In practice, however, determ ning the anount of funding requirenments
may involve difficult negotiations and a conplicated and time-consum ng project
approval cycle.? Wo benefits fromfunding and to what extent SVEs have
sufficient access to funding are also issues to be considered. ?®

32. The two mai n financial mechani sns established to help with the
i mpl enentation of MEAs are the Miultilateral Fund (MF) and the d oba

22 In some cases, MEAs al so contain provisions on financial resources
t hat go beyond conpliance assi stance, such as Articles 4.4 and 4.8 of the FCCC
Inall these cases, the texts of the Conventions stipulate that devel oped country
parties "shall" provide financial resources to devel opi ng countries, which woul d
i ndi cate the existence of a legally binding obligation

2 The di fference between the costs of a project undertaken with gl obal
environnental objectives in mnd and the costs of an alternative project that
the country would have inplenented in the absence of global environnmental
concerns.

24 The CGEF wi || prepare operational guidance for inplenenting agencies
based on a Council -approved approach to increnmental costs.

2 For the inplenentation of the Mntreal Protocol in India, the
i ncrenental costs of conversion to phase out ODS were estimated by the Indian
Governnent at US$ 1.4-2.4 billion, about four tines the size of the entire
Mul tilateral Fund for the period 1993-1995, while the Wrld Bank estinated the
costs of Indian conversion at US$ 320-482 nmillion (Duncan Brack, Internationa
Trade and the Environment, Royal Institute of International Affairs, p.89).

26 Funds are allocated primarily to large projects, benefiting in
particular large firms. A recent study on Thailand indicates that while nost
conpani es presenting projects for funding are Thai-owned in majority, wth
ownership varying from 51 to 100 per cent, conpanies receiving funds were
general Iy nultinational corporations and/or |ocal subsidiaries or affiliates of
forei gn-based conpani es. Most of the conpanies intended to phase-out ODS
irrespective of the funding offered by the M-, although financial assistance
provided by the Fund may have encouraged producers to take action early on.

Thai | and Environnment Institute, Thailand and the Mntreal Protocol: Assessing
Progress and I npacts, p.17.
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Environnmental Facility (GEF). The MF?” is the Montreal Protocol's specific
financi al mechanism while the GEF?® has been designated as the interimfunding
mechani sm for the FCCC and the CBD.

33. Sone MEAs contain provisions requiring periodic review of the

ef fecti veness of the correspondi ng financial mechani smand appropriate actions to
be taken, where necessary, to inprove effectiveness. An exanple is Article 21
para. 3, of the CBD. ?°

B. Exploring additional and/or innovative financial nechanisns

34. Apart fromthe specific financial mechani snms of MEAs, pronoting

sust ai nabl e devel opnent and addressi ng gl obal environmental problens requires

ot her sources of financing, including ODA % not all of which can be nobilized by
the public sector. An open question is thus the extent to which and how public
sector funds could be used to catal yze and | everage private-sector funds.
Possi bl e mechani snms for so doing include: (a) pronoting foreign direct

i nvestnent; (b) debt-for-nature swaps; (c) pronoting the nobilization of donestic
resources; (d) reducing subsidies, taking full account of the specific conditions
and the different |evels of devel opnent of individual countries; (e) reducing
barriers to the use of econom c instrunments; and (f) exploring innovative
financi al mechani smns.

35. I nnovative financial nechanisns, including international environmenta
funds® and national environnental funds attracting external financial resources,

2 Since the creation of the Multilateral Fund, agreed contributions
have amounted to around US$ 695 million. A budget of US$ 540 nillion was adopted
for the period 1997-1999, of which US$ 74 mllion would be provided by funds
unal | ocat ed duri ng 1994- 1996, requiring a repl eni shnent of the Multil ateral Fund
of US$ 466 mllion

28 In the case of the GEF, fromits inception in 1991 until June 1997,
the total anount of authorised funding for projects in the GEF work programe
was US$ 1,57 million. O this amount, US$ 837 million was committed and US$ 337
mllion was disbursed.

29 Subsequent |y, guidel i nes have been established by the CoP of the CBD
to assess the effectiveness of its financial mechanism (Decision I11/7).
80 For exanple, the CBD, apart from creating a financial nechanism

states that the devel oped country parties may al so provide financial resources
through bilateral, regional and nultilateral channels (Article 20.3).

st In this context, "the GEF has increasingly been using its resources
to |l everage additional funds, especially fromthe private sector. The |FC GEF
Pol and Efficient Lighting Project and the | FC/ GEF Smal |l and Medi um Enterpri ses
Project are two exanples. By putting relatively small anmounts in venture capita
funds, GEF is able to nobilize 4 or 5 times as nuch in equity financing in the
private sector, which in turn nobilizes a multiple in [oan financing". Theodore
Panayot ou, "Taking Stock of Trends in Sustainabl e Devel opnent since R 0", page
48. United Nations Departnment for Sustainable Developnent, Finance for
Sust ai nabl e Devel opnent, Proceedings of the Fourth G oup Meeting on Financial
| ssues of Agenda 21, Santiago, Chile, 1997.

82 Envi ronnental funds can pool various types of financial resources
(earmarked taxes and charges, grants or concessional |oans, debt-for-nature
swaps, etc.) to provide | ong-termfundi ng for environmental progranmes. Nationa
environnental funds (NEFs) do not, in principle, constitute new sources of
finance. However, NEFs have actually been able to nobilize and attract funds for
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woul d appear to represent a prom sing source of finance, for the future although
they have only raised a snmall ampbunt of resources so far. 32

36. Pol i ci es and neasures are required to generate significant |evels of
private funding. For exanple, high transaction costs have been cited as a reason
for lack of interest in environnment-related projects in devel opi ng countri es,

e.g. in the area of clinmate change. Providing technical assistance to host
countries in drawing up projects and streamniining project-approval nmechani sns and
assisting themin building institutional capacity could help to overcone such
resi stance and facilitate greater financing.

37. Privat e/ public-sector partnerships, co-financing arrangenents and j oi nt
ventures could al so be nmeans to attract private finance into environnent-rel ated
projects in devel oping countries, as could the creation of investor pools.
Conpanies unwilling to put large sunms into a voluntary framework on their own
mght be willing to forma fund, thus limting the exposure of any single conpany
and | owering overall investnent transaction costs. Venture capital funds could
be one nechanismto attract private funds for project financing. These could

per haps be nodel ed on the Inter-American Devel opnment Bank's new i nvestment fund
for small environmentally friendly projects in Central America which | everages
national and nultilateral contributions. |Innovative public/private insurance
schenes (such as the United States' Export-Inport Bank's "Environmental Exports
Progrant') could al so be developed in dealing with investment risks. Further
opportunities for joint ventures between investors and | ocal conpanies could be
explored. In this context, it is worth noting that the private sector in
devel opi ng countries, particularly in Asia, plays a key role in devel oping and
funding infrastructure projects, including those related to the environment, in
particul ar energy.

38. It is also worth noting that, together with GEF, the International Finance
Corporation (IFC), which is part of the Wrld Bank G oup, lends directly to the
private sector, including for environnent-related projects in devel opi ng
countries. For exanple, IFC s planned Renewabl e Energy and Energy Efficiency Fund
(REEF) will robilize new financial resources, including private capital, for

i nvestments in renewabl e-energy and energy-efficiency projects in non- CECD
countries. Asimlar initiative is the proposed |IFC Biodiversity Enterprise Fund
for Latin Anerica. The I FC nay al so take equity positions in conmpanies to which
it lends, play the role of catalyst to other investors fromthe private sector
and work to devel op capital narkets in devel oping countries. The extent to which
such financial mechani snms could be extended and devel oped in other financia
institutions is an issue which nerits attention

V. THE ROLE OF | NNOVATI VE MARKET- BASED | NSTRUVENTS | N PROMOTI NG
SUSTAI NABLE DEVELCPMENT

39. Wel | desi gned market-based instruments may have several inherent merits:
(a) their ability to stimulate adjustnments in both production and consunption
behavi our, including innovation in pollution abatenment technol ogies; (b) their
cost-effectiveness and sel f-enforcing nature; and (c) in case of sone economc
instruments, the generation of revenues that can be used either to reduce taxes
or finance other environnmental policy neasures. However, to be effective and

envi ronnent al purposes that may not have been avail abl e ot herwi se. For a sunmary
of pros and cons of environnental funds, see Theodore Panayotou, op. cit., pages
63- 64.

83 ECOSCC, "Overall Progress since the United Nations Conference on
Envi ronnment and Devel opnent, Financial Resources and Mechanisns", para.5,
E/ CN. 17/ 1997/ 2/ Add. 23, January 1997.
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remai n predictable, market-based instrunents require an adequate regul atory
f ramewor k. 3

40. Specific provisions for market-based instruments are contained in the

Basel Convention, the FCCC and the Montreal Protocol. The Basel Convention

envi sages a protocol on liability and conpensati on for danage resulting fromthe
transboundary novenent and di sposal of hazardous wastes and other wastes (Article
12). The FCCC contai ns provisions on the coordination of rel evant econonic
instruments and joint inplenmentation, whereas the Montreal Protocol refers to an
i nternational exchange of production limits under the Protocol's "industria
rationalization" provision. There is also reference to other econonic instrunments
such as labelling of products in the context of the Montreal Protocol.

41. The use of environnental liability in international environnenta
agreenents - as envisaged in the Basel Convention - is not new |ndeed, sone
agreenents, such as the Convention on CGvil Liability for G| Pollution Damage,
are based exclusively on environmental liability. By efficiently internalizing
danmage costs, environmental liability has the potential to reduce enforcenent
costs for Governments and be an effective preventive tool. Furthernore, unlike
regul atory measures, an environnental liability schene pronotes innovation in

| ow-wast e technol ogy and environnmental |y sound waste nmanagemnent. Environment al
liability can al so counter the propensity to resort to illicit waste trade in the
wake of trade restrictions.

42. The intergovernmental discussions on the draft BC protocol give reason to
believe that primary liability will be placed on private entities, i.e. civi

liability. A nunber of questions remain, however. First, the link of the
liability regime with the stringent trade regul ations of the Convention, in
particular decision Il1/1, is unclear.® Second, the insurability of liability
requires a sufficiently Iarge and conpetitive insurance market. Third, a
liability scheme with compul sory insurance would need to take into account the
fact that international waste and scrap trade anong devel oping countries is the
nost dynam c segnent of global trade in waste and secondary material and that the
i nsurance nmarket in nost devel oping countries is not sufficiently well devel oped
to offer conmpetitive environmental liability cover.

43. The Montreal Protocol's "industrial rationalization" provision allows
exchange of production Iimts of controlled substances individually. Both the
nunber of international transactions and the volune of naterial traded have so
far been very small.* At present, no international exchange of

hydr ochl or of | uorocar bon (HCFC) production quotas is permtted under the Protocol
Label i ng of CFC-free products has proved an effective though often suppl enentary
tool in inproving consunmer awareness of ozone depletion and in influencing

pur chasi ng deci si ons.

34 For nore information in this regard, see: S. Smth and H.B. Vos,
Eval uati ng Econom c Instruments for Environmental Policy, CECD, Paris, 1997.

35 The Anendnent to the Basel Convention would virtually dry out the
export of hazardous waste from OECD to non-COECD countries. Accordingly, the
lion's share of international trade in hazardous waste woul d be conduct ed anong
devel opi ng countries and as exports from devel opi ng countries to OECD

36 For nmore information, see: D. Leed, Qzone protection in the United
States: elenents of success, in: E Cook (ed.), Trading pollution, Wrld

Resources Institute, Washington, D.C., 1996.
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A. Joint inplenmentation and greenhouse gas em ssions trading

44, Wthin the franework of FCCC, two econonic instrunments are under
consideration: joint inplementation (JI) and a greenhouse gas (CGHG em ssions
tradi ng system (ETS). However, at this stage, JI and emi ssions trading are
nerely possibilities to be considered for the future.

45, JI is a project-based systemof redistribution of GHG eni ssions that can
reduce the costs of any participant in the schene whenever marginal costs of
abatenent differ fromone country to another.? JlI projects can be inpl enented

bet ween countries with legally binding em ssions linmts and those which do not
have such limts. As the margi nal cost of abatement is |ower in devel oping
countries than in devel oped countries, the exploitation of those opportunities
via JI investnents could lead to new and additional resource flows and technol ogy
transfers to devel opi ng countries. %

46. By contrast, ETS requires the inposition of an em ssions cap and focuses
on national emi ssion totals. Each nation would be obliged to emit no nore than
its enmissions budget, i.e. the quantity of permits/allowances it holds in a

specific time frane.® Participating nations may then exchange or bank certified
excess em ssions permts/allowances to ensure that they hold enough to cover
their em ssions. GHG enitters will have incentives to nake em ssion reductions
that cost less at the nmargin than the price of a pernmt and to invest in

t echnol ogi cal devel opment so as to abate nore cheaply in the future. Trading,
banki ng and borrowi ng are seen as providing flexibility to em ssion sources in
neeting their conpliance obligations.

B. Pros and cons of joint inplenentation and eni ssions trading

47. By enabling participants to seek out the |least costly way of achieving
their em ssion reduction targets, JI and ETS should help to ensure that

envi ronnental goals are achieved at reduced cost. |Indeed, it has been estinmated
that cost savings could be quite large, equivalent to hundreds of billions or
even trillions of dollars per year by the nmiddle of the next century. 4

48. JI projects nust represent both additional funding for the host

(devel opi ng country) and additional enissions abatenent relative to what woul d

37 Such redistribution of abatement efforts would not weaken the
overal |l environnental goal, because where a ton of GHG emi ssions occurs has no
effect on its contribution to global climte change.

38 At its first nmeeting in Berlin in 1995, the CoP decided to |aunch
a pil ot phase of "Activities Inmplenented Jointly" (AlJ), to be reviewed not | ater
than the end of 1999. 1In its Berlin Mandate, the CoP further decided that "no
credits shall accrue to any Party as a result of greenhouse gas em ssions
i mpl enented jointly". Consequently, cooperative activities between different
CGovernments, firms or NGOs to reduce or sequester enissions undertaken in
accordance with Article 4.2(a) and the Berlin AlJ Decision are referred to as
AlJ. Oher such cooperative neasures are referred to as JlI.

89 Proposal s currently under negotiation in the Ad Hoc Goup on the
Berlin Mandate provide for an “emi ssions budget” (i.e. the total anount of
greenhouse gases that can be enmtted over a period of several years) to be
allocated to each Annex 1 Party. Muiltiple em ssions budget periods are also
envi saged.

40 See Edward A. Parson and Keren Fi sher-Vanden, Joint |nplenentation
and its Alternatives: Choosing systens to Distribute G obal Em ssions Abat enent
and Fi nance, John F. Kennedy School of Governnent, Harvard University, Apri
1997.
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ot herwi se have occurred. The latter provides an incentive to market-based forns
of technology and skills transfer both for industrial/infrastructural projects
and resource managenent/ preservation (e.g. enhancing the carbon sequestration
service rendered by tropical forests, natural rubber plantations and other
conmercial tree crops) in developing countries. JI projects, in particular in
technical infrastructure, may also inprove the living conditions of the poor or
ot her di sadvantaged groups in devel opi ng countri es.

49, JI is presently operating on a very small scale. Only 12 Parties, two of
which are fromAnnex 1, are currently recipients of AlJ projects. According to
some devel oped countries, the najor handicap of AlJ projects is the | ack of sone
formof recognised credit for successful abatenent or sequestration through such
projects.* Wiile substantial expansion of JI frompresent levels is likely to
be both feasible and beneficial, in particular for devel oping countries, Jl
cannot address a large fraction of the overall global abatement problem This is
due to problens in the credible nmeasurenent of enission effects that are
intrinsic to project-level accounting. These neasurenent problens, the interest
of investors in some return beyond abatenment credits, and the high transaction
costs of nost projects are likely to shift JI investnent into sectors and project
types in devel oping countries that are the | east expensive to inplenent, e.qg.
retrofits, em ssions recapture, and planting of unforested |and or forest
rehabilitation.

50. Ensuring "additionality" in Jl raises several conceptual and practica
guestions, including those relating to nethods for establishing and cal cul ating
basel i nes, determn ning enissions reduced or sequestered, financial additionality,
and noral hazard (incentives for parties to a project to exaggerate its inpact).
Furthernore, in both the JI and em ssions trading nmarkets, opportunities and
incentives will exist for rent-seeking practices such as inflated em ssions
reducti on and sequestration clains, opportunistic baselines, falsified trades,
and ot her contestabl e behaviour, although such risk night be | ower than under
regul atory instruments.

51. The Berlin Decision of FCCC states that, in the pilot phase, AlJ could
contribute to the fulfilment of commitnments under Article 4.5 on the access to
and transfer of environnentally sound technol ogi es and know how and t he
enhancenent of endogenous capacities and technol ogi es in devel oping countries. In
this light, devel oping countries have frequently stressed at CoPs that they do
not view JlI in general as an alternative, but rather as an additional and

conpl enentary channel for fulfilling obligations under the Convention. They
articulated fears that the increasing enphasis on JI might divert attention from
the effective inplementation of obligations under the Convention, and the related
concern that JI would replace these existing commtnents, particularly those
relating to financial assistance and technol ogy transfer. A particular concern
articul ated by devel oping countries is that JI could "skimoff" the cheapest
projects so that, if and when devel oping countries are required to arrest

emi ssions growm h or even reduce enmissions in the future, they will be faced with
hi gher margi nal abatenent costs. %

a1 The sixth session of the Subsidiary Body for Scientific and
Technol ogi cal Advice (SBSTA) of FCCC, held at the beginning of August 1997
recogni zed that joint inplementation would be linted if the issue of credits
was not resol ved. The discussion of crediting was postponed until early 1998.

42 In ajoint Jl programme with the Wirld Bank, Norway has engaged in
projects on efficient residential lighting in Mxico and fuel switching in
Pol and. The projects were largely funded by the GEF and the respective host
countries' Governments. The $23mcost of the Mexi can | LUMEX proj ect was borne by
t he Mexi can Governnent ($10m), GEF ($10m) and Norway ($1m). The $52mcost of the
Pol i sh project was shared by the Polish government ($26n), GEF grants ($25m and
Norway ($3m. E. A Parson and K Fisher-Vanden, op.cit.



TD/ B/ COM 1/ EM 3/ 2
page 15

52. Questi ons have been rai sed about the conplexity and difficulties inherent
in the establishnent and operation of an ETS (including trading of JI credits)
conpared with taxes. In the absence of a w despread em ssions trading culture,
establishing emissions trading and JI systens would require | arge up-front
layouts for all countries in capacity and institution-building. Furthernore,
devel oped countries currently enjoy a |large and rapidly growi ng know edge
advantage in this area.

53. An ETS depends on measurenent of national emission totals, which presently
appears to be adequate only for energy-related CO, em ssions. For practica
reasons, therefore, a trading systemnight initially only cover CO, eni ssions
frommajor fixed sources in the energy sector and m ght then be extended to sone
ot her sources and greenhouse gases in the mediumterm Also, any internationa
ETS depends on careful specification of the relationship between domestic

regul ation and the international pernit system“ Only a few proposal s have
addressed this problemrealistically.*

C. The UNCTAD Earth Council initiative on emissions trading

54, In order to pronote the early inplenentation of a pilot greenhouse gas
em ssions tradi ng system UNCTAD and the Earth Council recently launched the
Pol i cy Forum on Greenhouse Gas Em ssions Trading. The Policy Forumw Il provide
institutional support for a process of consultation, coordination and action
anong Governnents and ot her stakeholders interested in taking tinmely steps
towards the establishment of a limited-scale international GHG tradi ng system
possibly starting with a few interested countries, with all owances based on CGO
frommajor fixed sources and with adequate provisions for the expansi on of the
tradi ng systemto include additional countries, gases, sources and sinks. The

i ntroduction of a viable and effective GHG trading systemw ||l require a high
degree of coordinated action anong participants in the schenme to ensure that a
coherent, compatible and stable market energes.

V. | NCENTI VES FOR THE CONSERVATI ON OF BI CDI VERSI TY AS A TOOL FOR
THE PROMOTI ON OF SUSTAI NABLE DEVELOPMENT

55. Achi evi ng sustai nabl e devel opment necessarily involves increasing
recognition of the value of the environment, be it at the global, national or
local level. 1In the case of public or open-access goods, such as biodiversity,

with their non-rival character®, there is a need not only to conserve

envi ronnental val ues of a global nature, but also to internalize positive

envi ronnental externalities which have the potential to bring both environnental
and econom ¢ gains. Consequently, the non-internalization of environnental

val ues, such as biodiversity, in prices indicates the existence of market and
policy failures, generating "hidden" benefits to third parties, which cannot be
used as a tool for sustainable devel oprment.

56. These nmarket and policy failures raise three inportant questions: the
crucial role played by the various stakehol ders, both at the source and at the
end of these "benefits"; the need to bring as nuch transparency as possible to
exi sting and projected instruments for their appropriation (benefit sharing); and

43 Parson, E. A and J. Fisher-Vanden, op.cit.

a4 UNCTAD, "Legal issues presented by a pilot international greenhouse
gas trading system anong countries with binding emssion targets under the
UNFCCC', Geneva, 1996

45 Aresource is "non-rival" if its consunption by one individual does
not prevent others also consuming it. Biodiversity, a positive environmental
externality, is non-rival, as its positive outcone for one individual is not
altered by the entry of another individual in the area.
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the need to identify appropriate nmechanisns to internalize positive environnental
externalities.

57. Positive neasures built into the CBD in terns of access to and transfer of
t echnol ogy, capacity-building, incentive neasures and finance are likely to be
nore effective if market forces are taken into account. Incentive neasures?* are
i mportant for the achievenent of the objectives of the CBD. Wrk is al so being
undertaken in other foruns such as UNEP and CECD.

58. International efforts could be undertaken to exani ne "integrated packages"
to facilitate the inplenmentati on of CBD objectives, in particular by using the
opportunities of the market and by devel opi ng the |inkages between the econonics
of biodiversity and sustainabl e developnent. In this context, the follow ng
guestions could be exam ned: (a) possibilities for devel oping countries to
capitalise on the econonic value of biodiversity; (b) the role of the private
sector; and (c) ways and neans to ensure a participatory approach, involving the
mai n st akehol ders.

59. Wth regard to (a), attention is being given to the possibility of

di scovering comercially val uabl e bi ocheni cal conpounds. Bi ochenical resources
are inmportant for many research and devel oprment processes and for sectors such as
phar maceutical s, medicines and traditional medicines, agrochem cals,

bi ot echnol ogy, or cosnetics. Biological resources as raw inputs have little

mar ket val ue. Enhancing the capability of devel oping countries to add value to

t hese resources while inmproving the functioning of this enmerging market should
strengthen their trading, economnmic and social devel opnent opportunities. Over
time, devel oping countries using biological resources as a basis for devel opnent
woul d need to pronote the devel opnent of a bio-resource industry by creating a
critical mass of technical and entrepreneurial skills involving biochenica
research, devel opment and narketing. This could increase the potential of

bi opr ospecting*” to act as an incentive for conservati on and sustai nabl e

devel opnent . *8

60. Concerning (b), the private sector in both devel oped and devel opi ng
countries could play an inportant role in adding value to biological resources
and in inmproving the functioning of the market. Pronoting partnershi p approaches
bet ween devel oped and devel opi ng countries, in particular regarding access to and
di ffusion of technol ogy, as well as capacity-building, can help actors fromthe

a6 Decision 111/18, on incentive nmeasures, adopted at COP I, inter
alia requested the CBD secretariat to take into account rel evant work under way
in other fora, such as UNCTAD and CECD

o The systematic evaluation of biological material in search for
economi cal |y val uabl e di scoveri es.

48 A recent study concludes that "it is still to early to know how nmuch
bi oprospecting will contribute to biodiversity conservation. C ear exanples and
opportunities exist for providing benefits to source countries as well as
i ndi genous and |ocal conmunities in terns of health inprovenent, resource
managenent capacity, and sustainable use of natural resources. The key to its
success will be in the ability to provide near- and long-term benefits that
effect changes in the behaviour of individuals, comunities and private
conpanies, as well as in natural resource policies of both devel oped and
devel opi ng country governnents. Towards this end contractual agreenents for
benefit sharing offer flexible, powerful instruments. They wll be nost
successful when they can sinultaneously suit local needs, nmaxinise |oca
strengths, and address international political and econonic conditions". Joshua
P. Rosenthal, "Equitable Sharing of Biodiversity Benefits: Agreenents on Genetic
Resources", in lnvesting in Biological Diversity, The Cairns Conference, OECD
Proceedi ngs, 1997).
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communities to find

common ground in deriving benefits from bi odiversity. Market signals and specific
conmitments under the CBD can play a role in inducing business and entrepreneurs

to include positive nmeasures in bioprospecting arrangenents,

are presented in table 1.

exanpl es of which

Tabl e 1: Exanples of the role of the private sector
in inplenmenting positive neasures in bioprospecting
Posi tive nmeasures \ Conpani es (*) A B C D E
Access to -Transferring know how, * * * *
t echnol ogy - Provi di ng equi pnent and * * * *
supplies and transferring
state-of -the-art technol ogy;
- Technol ogy |icensing. *
Capaci ty-buil di ng - Provi di ng met hodol ogi es; * * * *
-Providing information; * * * *
-Travel for scientists; * * * *
-Financing training for students * * * *
and trainers;
-Providing training and * * * *
sponsori ng wor kshops.
Fees and ot her -Fees for collection or supply; * * * *
monetary benefits -Fees for scientists; * *
-Support to |laboratories and * * *
hospitals;
-Support to build research centres; * * * * *
- Fundi ng research and conservati on.
* *
Royal ti es/ benefit -Sharing royalties with |ocal * * * *
shari ng comuni ties and Governnents
-Issuing licenses for comercialization. * *
Medi cal care -Facilitating health projects * *
-Medi cal care and distribution of drugs *
Al ternative - Sust ai nabl e harvesting programes for * *
i ncone- incone generation.
generating
activities
Private sector -Creation of joint ventures; *
col I aborati on, - Enhanci ng val ue added of natural * * * *
devel opi ng | ocal products; *
i ndustries and - Devel opi ng markets for natural * * * *
l ocal markets products;
-Col l aborating with |ocal private sector
and devel opi ng bi oprospecting
industries.
O her -Col |l aboration with national research * * * * *
st akehol ders' institutes;
partici pation -Col | aboration with NGOs. * * * * *
Enhanci ng - Col | aboration with indigenous * * *
communi ti es' f ederati ons;
bar gai ni ng power -Financing visits to | aboratories and * *
carrying out discussions for
col I aborati on;
-Establ i shment of plant reserves. * * *
(*) : A Shaman Pharnmaceuticals (United States); B: Merck & Co.,Inc. (United States) and |INBio
(Costa Rica) ; C= British Technology Group (United Kingdom ; D. AMRAD Di scovery Technol ogi es PTY
Ltd (Australia); E International Cooperative Biodiversity Goups -1CBG (United States), a publicly

funded progranmme fromthe United States which fosters private sector collaboration._Source: UNCTAD,

on the basis of

informati on provi ded by conpani es.
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This could be further enhanced by international efforts aimed at reducing
prevailing high transaction costs* and buil di ng partnerships between firns from
devel oped and devel opi ng countries, in particular regarding access to and

di f fusi on of technol ogy and capacity-buil di ng.

61. Wth regard to (c), sustainable devel opment of biological resources can be
achi eved only when local conmunities have an economic stake in protecting

bi odi versity. On equity grounds, it is essential that information provided by
traditional healers, farmers or local residents which is used to identify
potentially val uable biological materials is obtained through informed consent
and results in appropriate conpensation. It is inportant to pronote the fully

i nforned and effective participation of indigenous peoples in all aspects of the
devel opnent and inpl ementati on of packages of positive neasures if the ai m of
sust ai nabl e devel opnent through effective partnerships is to becone a reality.

62. One exanple of efforts to identify a package of measures attenpting to use
conservation as a neans to add value to biological resources and to contribute to
sust ai nabl e devel opnment is the UNCTAD BI OTRADE Initiative. The Initiative is a
col l aborative effort with the secretariat of the CBD, Covernnents,

i ntergovernnental and non-governnental organizations, the acadenic conmunity, the
private sector and | ocal communities. |Its objective is to identify ways and
nmeans to stinmulate investrment and trade in biological resources as a nmeans of
furthering the three objectives of the CBD. Using predom nantly extrabudgetary
resources, these objectives will be pursued by seeking to enhance the capability
of devel opi ng countries w th abundant bi ol ogi cal resources to conpete nore
effectively in the emerging markets for products based on biol ogi cal resources.

I nformation di ssem nation, training and technol ogy transfer, capacity-building,
and enhanci ng equitabl e benefit-sharing are of key inportance in this regard.

63. One of the critical issues facing the BIOTRADE Initiative is howto
translate the uncertain future benefits of biodiversity conservation into private
sector alliances for bio-business and devel opment. The Initiative will be
successful if it is able to generate benefits to devel opi ng countries, including
their local and indigenous comunities, in particular those who own biol ogi ca
resources and the know edge that may be derived fromit, as well as the
devel opi ng countries' private sector.

64. Bl OTRADE i s envi saged as an integrated progranme consisting of three
conponents: (a) market research and policy analysis; (b) web services and
conmuni cations; and (c) country programes. The first two conmponents are
designed to systematically conpile and anal yze market data and policy issues.
Information thus gathered will be disseminated through a web site, publications
and briefings. This should contribute to a better understandi ng of narket
dynam cs and trends, barriers to entry, trade and investnent flows, and bio-

busi ness devel opnent options and incentives. The country progranmes will seek to
anal yze opportunities for the devel opnment of in-country bio-resource industries.
It is envisaged to continuously nonitor critical programe success factors while
seeki ng support and participation from bi odiversity's stakehol ders, such as
governments, NGOs and the private sector, as well as |ocal and indi genous peopl e.

49 Substantial transaction costs characterize the energi ng market for
bi ol ogi cal resources, creatingdifficultiesfor: (a) firmstoidentify interested
parties or to negotiate acceptable contractual arrangenents; (b) buyers and
sellers to be aware of nutually advant ageous opportunities; (c) Governments and
ot her stakehol ders to get infornation about the quality, distribution and market
val ue of biological resources. Helping to reduce these costs can be beneficia
to conpani es, Governnents and other stakeholders, in particular in devel oping
countries. This can hel p devel opi ng countries in taking i nforned and benefici al
decisions on investnments in conservation and sustainable use of biologica
resour ces.
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VI. EXPLCORI NG A POSSI BLE AGENDA ON PCSI Tl VE MEASURES

65. This report has indicated that positive neasures are an increasingly
conmon feature of MEAs. Their effective inplenentation is essential for the
further devel opment of the international environmental agenda and for the
pronoti on of sustainable devel opment. Effectively inplenenting positive nmeasures,
however, is a conplex and difficult task, requiring efforts at many | evels.
Devel opi ng an agenda on positive neasures would require a discussion on the
foll ow ng points:

(a) How can the full and effective inplenentation of commtnents on
positive measures be enhanced, including by generating politica
support and nobilizing resources; what options coul d devel opi ng
countries explore should the commitnments on positive nmeasures not be
fully met?

(b) How can exi sting MEA provisions on positive neasures be clarified or
fine-tuned, for exanple with respect to concepts such as
"incremental costs", additionality, and the operationalization of
the transfer of technology and finance, particularly through the
pronoti on of innovative approaches?

(c) How can the full utilization of existing provisions and nechani sns
on positive neasures by beneficiary (devel oping) countries be
enhanced? What actions are required through national policy-making
and international cooperation in areas such as technical assistance
for project formulation, addressing informati on gaps or facilitating
access of SMEs to finance and technol ogy?

(d) Wul d the further devel opnent of innovative positive neasures reduce
or obviate the need to resort to trade nmeasures?

(e) Is there scope for greater use of innovative approaches such as
partnership, multi-stakehol der and integrated approaches invol ving
the private sector, taking the specific circunstances of countries
and the interests and expertise of different actors into account;
what approaches could help to harness new forns of finance?

(f) Can further exploration of nmarket-based instrunents such as
em ssions trading, environmental liability, and eco-taxes, keeping
in mnd equity aspects, reduce the cost of conpliance with MEAs and
i nduce continuous environmental inprovenents?

(9) How can innovative approaches, including incentives, help to pronote
syner gi es between conservati on nmeasures and tradi ng opportunities
for devel oping countries, for exanple in the area of biodiversity,
wi | d speci es conservation and forest products?

(h) Is there a need for regular review of operation and adaptation of
exi sting positive measures to specific circunstances of regions or
countries, in particular devel oping countries, and/or a need for the
design of new and nore effective neasures?

66. UNCTAD s contribution to a possible agenda on positive neasures could
centre on enpirical research on the effects of positive neasures on the

achi evenent of the objectives of MEAs, in accordance with the principles of
common but differentiated responsibilities and sustainabl e devel opnment; economc
anal yses of gl obal environnental issues; the trade and devel oprment inplications
of policy instruments, in particular positive neasures, to address such issues;
an integrated anal ysis of trade, technol ogy, investnment, finance and devel opnent;
and the pronotion of innovative approaches.



