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POLICY ISSUES: STATE OF THE ENVIRONMENT

Activities of the United Nations Environment Programme in the

field of economics and trade
Note by the Executive Director


The Executive Director has the honour to present, in the annex to the present note, a summary of the recent activities of the United Nations Environment Programme in the field of economics and trade.

Annex

Activities of the United Nations Environment Programme in the

field of economics and trade

Background

Agreements stemming from the 1992 United Nations Conference on Environment and Development (UNCED) clearly underlined the importance of integrating environmental, social and economic considerations in policies aimed at sustainable development.  However, in most instances environmental policy has continued to be implemented in isolation from mainstream economic policies.  Events over the past three years in financial markets, and in intergovernmental negotiations on trade, finance and environment, show that the need to develop mutually supportive policies is more pressing than ever.   

The current UNEP programme, mandated by the Governing Council at its twentieth session, already contains important elements designed to effect such a policy integration.  The present information note outlines the direction of UNEP’s activities in the field of economics, trade and finance, bearing in mind the imperative to ensure that economic globalization serves to enhance the welfare of the human population in all countries.  This recognition implies that the practical policy tools that UNEP designs must promote trade and international financial flows as engines of economic development, while at the same time ensuring that these flows promote sustainable development.  This overall objective also implies that UNEP should continue to implement this programme in a transparent and consultative manner, so as to respond to the interests of all stakeholders in the global economy and environment.

Over the past two years UNEP has strengthened and increased internal synergies in its work programme on trade and economics, while also developing stronger cooperation with key trade institutions.  This process of integration will be extended to develop synergies between this work programme and UNEP's Finance Initiative.  This integration should facilitate the attainment of UNEP's objectives in the field of economics, trade and financial services which are to: improve countries’ understanding of the interlinkages and complementarities between environment, trade and development; enhance countries capacities in integrating environmental considerations into macroeconomic policies, including trade policies; and promote the development and implementation of sustainable development policies by the financial services sector.

The following outlines key challenges in the area of trade, economics and finance and the manner in which UNEP is responding to them.

Enhancing awareness and understanding

1. There is a need to clarify the relationships and complementarities between trade, environment and development in order to design mutually supportive policies.  Policies which can result in win-win situations need to be identified, appropriate policy responses communicated, and future work priorities outlined.  New analysis and policy solutions need to be transmitted to policy-making communities and to  other stakeholders at both national and international levels.  This must be done in way that reflects the differing interests and needs of countries with varied levels of development.  Thus, UNEP's work  takes full account of the concerns of developing countries, particularly with respect to market access issues and their need to promote trade in order to generate external earnings and employment.  Greater outreach  efforts in the form of policy dialogues, stakeholders meetings and user-friendly publications will be needed to convey information and policy solutions to a wider audience.  The number of meetings and publications including, the Environment and Trade Handbook and the upgrading of the Unit's website in 2000, initiated that process.  Additional resources will be allocated  to these activities in the future.

Capacity-building

2. Capacity-building is indispensible if countries are to effectively address sustainable development challenges and fully capture the benefits of globalization.  As the pace of globalization accelerates, UNEP’s role must be significantly expanded to respond to the growing need for capacity building in this complex policy interface.

At the core of UNEP’s capacity-building work are country projects assisting countries in the assessment of the effects of trade liberalization, and in the development of policy packages designed to enhance positive and reduce negative environmental impacts.  These projects are undertaken by national institutions, so that capacity is built through a "learning by doing" approach, and that capacity remains in place once the project ends.  A consultative, multi-stakeholder approach is adopted involving relevant government departments, United Nations bodies, academia, industry and the private sector.  Through these projects, UNEP, the collaborating institutions and host governments are able to determine environmental and developmental effects of trade-related policies, and to identify and evaluate potential policy responses.  The UNEP-United Nations Conference on Trade and Development (United Nations Conference on Trade and Development (UNCTAD)) Capacity-Building Task Force on Trade, Environment and Development has been established to extend these country-based activities, and to undertake targeted thematic research and training programmes.  Both developed and developing countries are supporting this initiative and a number of donors have already provided financial support to this initiative.  Jointly, UNEP and UNCTAD are going to intensify their efforts to meet the capacity-building requirements of developing countries and countries in transition through this initiative.

Policy tools

3. In meeting the environmental and developmental challenges of globalisation, there is a need for greater international commitment to translate sustainable development principles and recommendations, agreed upon by the international community, into concrete policies and actions.  There is also a need to encourage greater adoption and use of the relevant tools which already exist, as well as to innovate and apply new ones.  Better design and application of environmental assessments will help integrate environmental considerations into macro-economic policies and decision-making, and hence achieve sustainable development.  Market-based incentives can be designed to supplement assessment tools to influence attitudes and production and consumption patterns, leading to a more sustainable use of resources.  Economic instruments have also been recognized as effective tools for the implementation of international environmental agreements.  These technical challenges will be addressed in UNEP's work programme, with priority being given to the design of practical and implementable instruments which most effectively integrate environment and development objectives in the context of open and equitable trade relations.  

Partnerships and consensus building

4. In order to meet the challenges of designing and implementing sustainable development policies, and of integrating environmental considerations into economic decision-making, it is essential to foster partnerships and build consensus.  As a first step towards doing this, UNEP identifies areas of shared perception and approach among major stakeholders.  For example, UNEP's efforts to enhance mutual supportiveness between multilateral environmental agreements and the World Trade Organization (WTO) began with informal secretariat-to-secretariat meetings involving these bodies, as well as UNCTAD.  These preliminary discussions enabled the secretariats to identify areas of common agreement and purpose, upon which governments were able to build in a later meeting.  This consultative and participatory approach with government, international institutions and other stakeholders provides a solid foundation for further analysis and policy design.  UNEP will continue to build on work already initiated focussing on building synergies between UNEP-administered multilateral environmental agreements and between them and WTO.

5. The partnership approach is applied at all levels of UNEP's work, including in the country projects in which the research institution responsible for the work is guided by a national stakeholder committee.  Working closely in this way with government officials, the private sector and non-governmental organizations facilitates the design of more balanced and integrated policies, increases ownership of those policies by the stakeholders, and ultimately increases the likelihood of their implementation. 

Promoting the role of financial services in sustainable development

6. From 1997 onwards, the global financial system has witnessed a series of structural changes, shocks and a period of accelerating corporate consolidation.  These shifts have created new opportunities and challenges related to the manner in which financial services organizations manage their environmental and sustainable development responsibilities.  Financial institutions, with activities in asset management, trade, and corporate financing, are instrumental in shaping foreign direct investment.  The global financial services sector is in a pivotal position to influence a more rigorous integration of sound environmental and sustainable development practices into a wide range of industrial, trading and commercial activities.

7. In 2000, developing countries received US $190 billion in foreign direct investment, which was a decline over the previous year, whereas global foreign direct investment flows surpassed the one-trillion-dollar mark for the first time, having doubled since 1997.  It is imperative that governments and the financial services sector work closely to enhance their understanding of the environmental and ecological risks associated with public and private investment and develop policies and incentives which promote the implementation of sustainable public and private investments.  With this objective in mind, the UNEP foreign investment work programme is based on three key pillars: generation of a series of practical management tools to encourage environmental and sustainability best practice within the financial sector, including export credit agencies; and the creation of synergies with UNEP’s trade and economics work, notably to strengthen the financial communities contribution to the trade and environment debate; and ensuring that the financial sector makes a significant contribution to the Rio + 10 Summit.  

International cooperation

8. Cooperation between governments, intergovernmental organizations with the relevant mandates, and non-governmental actors needs to be enhanced to design policies that integrate economic, social and environmental objectives.  UNEP has built its collaboration with UNCTAD and WTO on formal elements of cooperation established with these organizations in 1997 and 1999, respectively.  Experience has shown that the joint activities which flowed from these agreements has catalysed deeper and more reflective interactions between the different policy communities, and opened up new avenues of cooperation.  UNEP intends to intensify its collaboration with WTO and UNCTAD and with other relevant international organizations, as well as non-governmental organizations, in order to enhance synergies between legal frameworks, principles and implementation of the trade and environment regimes.

-----

UNEP/GC.21/1.








K0100061    300101

For reasons of economy, this document is printed in a limited number.  Delegates are kindly requested to bring their copies to meetings and not to request additional copies. 

4
3

_1021710494.doc
[image: image1.png]






