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For eword

olicymakers--both in the United States and in other countries that provide for-

eign assistance-are examining possible links between environmental export

promotion and foreign assistance. As developing countries address their environ-

mental problems, sizable markets for environmenta technologies and services
could emerge. With their long experience in environmental management, devel oped
country firms could be a vital source of environmentaly preferable technologies and
know-how.

While most resources for environmental improvement will need to come from
developing country sources, U.S. foreign aid and that of other donors could serve a
potentially catalytic role in fostering technology transfer, with commercia benefits to
donors in the form of exports and the potential for continuing trade after such aid ends.

Y et, the commercia features of foreign aid programs, if undertaken with insufficient
attention to developing country needs, could promote exports of inappropriate technolo-
gies at the expense of sustainable development. The role of foreign aid in encouraging
technology transfer is receiving added attention as countries consider follow up measures
to the 1992 United Nations Conference on Environment and Development, a major

world event attended by the heads of state from more than 100 countries.

This Background Paper provides an overview of developing country environ-
mental problems and markets for environmental technologies and services. It discusses
preliminary estimates on the amount and purposes of environmenta aid provided by
donor countriesin 1991. The Paper discusses the commercial implications of other coun-
tries aid for U.S. environmental firms, and the Helsinki package adopted by the OECD
in late 1991 to limit commercia advantage from use of tied aid credits. Japan’'s aid pro-
gram, which seems likely to become the largest bilateral source of development assis-
tance and environmental aid, receives the most attention. The Paper’s appendixes discuss
environmental markets in developing and newly industrialized countries, and U.S. export
promotion programs pertinent to environmental technologies and services.

The Background Paper is the second of three publicationsin OTA’S American
Industry and the Environment assessment, which was requested by the House Foreign
Affairs Committee, the House Energy and Commerce Committee and the Senate Finance
Committee. The Paper was prepared to meet the specific request of the House Foreign
Affairs Committee for interim information on environmental industry issues. The initial
product of the assessment, Trade and Environment: Conflicts and Opportunities, was
published in May 1992. The final report of the assessment will address U.S. environmen-
tal industry competitiveness in detail. It will also discuss interactions between environ-
mental regulations and technology, and their implications for U.S. manufacturing indus-
try competitiveness.
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NOTE: ota appreciates and is grateful for the valuable assistance and thoughtful critiques provided by the advisory panel
members. The panel does not, however, necessarily approve, disapprove, or endorse this report. OTA assumes full responsi-
bility for the report and the accuracy of its contents.

iV



Pr 0] ect Staff

Peter D. Blair, Assistant Director, OTA
Energy, Materials, and International Security Division

Audrey B. Buyrn, Program Manager
Industry, Technology, and Employment Program

Wendell Fletcher, Project Director
Robert Weissler, Senior Analyst
Madeleine Costanza, Consultant Sebastian Remoy
Takashi Mashiko Rodney Sobin

Robert D. Atkinson Susan H. Lusi

ADMINISTRATIVE STAFF
Carol A. Guntow, Office Administrator

Diane D. White, Administrative Secretary



