Saint Peter’s University High School Model United Nations

Second Committee: Economic and Financial (ECOFIN)

Topic A: Urban Finance: Prospects for Participatory Budgeting

Introduction

As part of Sustainable Development Goal (SDG) 11, the United Nations and its member states
have set an ambitious target of enhancing “inclusive and sustainable urbanization and capacity
for participatory, integrated and sustainable human settlement planning and management in all
countries.” (Target 11.3)' One indicator of success in this target is “proportion of cities with a
direct participation structure of civil society in urban planning and management that operate
regularly and democratically.”? While it can be argued that cities in which citizens directly elect
their officials are engaging in a form of participation, this in and of itself is not enough to satisfy
Target 11.3 as such participation is indirect and the populace can often have little say over
policies between elections. What is required are robust and regular mechanisms for the direct
inclusion of citizens in local policy and decision-making. Participatory budgeting is one such
mechanism, enabling the populace to set budget priorities and assign attention and resources to
the issues that matter most to them.?

Participatory budgeting (PB) consists of
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deliberations will go through several rounds until consensus is reached and final funds are
allocated.® (Figure 1).° The main goal of the process is for a specific portion of the municipal
budget to be dedicated to funding projects identified and agreed upon by the citizens of the city.
Therefore, urban and regional governments must be committed to providing the support needed
to implement citizen-directed projects.
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In order for such PB initiatives to be successful it is generally agreed that four factors need to be
present:

1) A supportive mayor

2) An engaged civil society

3) A political environment that insulates PB from legislators’ attacks
4) Financial resources to fund projects selected by citizens.°

When PB is done well, the result can be a more engaged citizenry, a more transparent
government, and completed projects that truly meet the needs of the people.

Current Situation

In the early 2000s both the UN and other international institutions (e.g., the World Bank) began
to seriously consider PB as a strategy for increasing civic engagement and transparency in urban
governance.'! Increased interest in PB came with the adoption of the “New Urban Agenda” —
which created a framework for meeting the SDGs at the local level.'? In order to meet the targets
of SDG 11, UN policymakers recognized that most of the change needed to come from within
cities themselves. As a result, the UN has focused on providing research and technical assistance
to cities. The United Nations Human Settlement Programme (UN Habitat) — created in 1978 — is
the primary conduit through which research into best practices and technical assistance are
offered to localities.™?

Figure 2: The PB Theory of Change
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UN Habitat began to partner with cities around the world — creating demonstration projects and
distilling lessons from the results.'*

Participatory budgeting has come to be viewed as a central component of changes required to
meet SDG goal 11. (Figure 2)* The key to PB as a catalyst for change is the creation of an
engaged citizenry with real power over decision-making and the application of more resources to
problems that directly impact residents.!® In 2022, the UN Committee of Experts on Public
Administration (CEPA) issued a strategy guidance note on PB. The CEPA report focused on
how to ensure the promises of PB become a reality.!’

“PB results are more likely to succeed when: there is strong political will to put people at
the center of decision-making; the volume and flexibility of capital to be allocated is
relatively high, so as to provide sufficient incentives for meaningful participation and
substantial impacts; mechanisms and strategies to include minorities and diverse groups of
people are put in place; a strong and organized civil society shows interest in taking part in
the process; the definition of process rules is a shared task; high priority is given to the
capacity-building of government officials, civil society and other stakeholders in
preparation for PB; and sufficient organizational/technical state capacity exists to allow
timely delivery of co-decided proposals.”*®

The second committee is tasked with discussing and proposing policies that support the work of
UN Habitat and the New Urban Agenda. Since PB has become a promising strategy for meeting
SDG 11, ECOFIN will turn its attention to how to widen both its adoption and impact.

Questions to Address

e How can the Second Committee promote the greater adoption of PB?
e What strategies can be implemented to ensure the success of PB?
e How can the UN leverage more financial resources to fund projects adopted under PB?

Topic B: Addressing the Increased Threat of Tariffs
Introduction

Sustainable Development Goal (SDG) 17 aims to “revitalize the Global Partnership for
Sustainable Development.” by 2030'° Three of SDG 17’s targets deal with global trade and its
role in helping developing countries. To meet the SDG goals, exports from developing countries
must increase (17.11), access of least developed economies to foreign markets must increase
(17.12), and all countries must work to reduce barriers to trade (17.10).2° An explicit indicator of
these targets is a reduction in tariffs.?! Tariffs are taxes placed on goods and services that are
imported from another country.?? Tariffs are levied for a variety of purposes. First, taxes on
imports create revenues used by governments to fund expenditures.?® Second, because tariffs can
make a particular foreign product more expensive countries have used them to encourage
domestic production of that good — a practice known as import substitution.?* Finally, tariffs can
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be used in a punitive way to penalize trading partners who are viewed as having unfair trading
practices or for other geopolitical reasons.? Generally, it is expected that less developed
countries will have higher tariff rates than more developed ones, but that rates will drop as
development occurs.?

As in all economic policies, there are costs and benefits associated with tariffs. While there is
some evidence that high tariff rates can be successful in protecting fledgling industries as they
develop, these benefits can be outweighed by the costs. Tariffs result in consumers paying higher
prices for goods, can reduce global trade flows, and make protected industries less efficient or
innovative.?” For this reason the gradual reduction of tariffs and tariff rates has been a
cornerstone of the UN’s international trade policy.?® Indeed, average global tariff rates have been
declining since World War 11.2° A big part of this was the creation of the General Agreement on
Tariffs and Trade (GATT) signed in 1947. In 1995, the World Trade Organization (WTO)
replaced GATT to serve as a forum for the negotiation of trade rules and a mechanism for the
settlement of trade disputes.®® The WTO has worked continuously to try to reduce tariff rates and
“bind” them to rates that are difficult to raise.3* For a country to raise these rates above a bound
limit requires an endorsement from the WTO — usually as a recompense for unfair trading
practices resulting from a case brought before the body.3? Beginning in 2018, this system began
to unravel as major trading economies (primarily the United States and China) began to impose
tit-for-tat punitive tariffs outside of the WTO framework.*

Current Situation

The United States began to increase tariffs on major trading partners as soon as President Donald
Trump took office in 2017.3* The US claimed the tariffs were in retaliation for unfair trading
practices, but these increases were levied outside the WTO system.®® Particularly important was
the trade war that developed between the US and China — the world’s two largest economies.
Tariff rates nearly tripled and have remained high even after President Trump left office (Figure
3).3¢ Although the primary effects were felt within the two countries, the trade war produced
ripple effects throughout the global economy.®” While some countries benefited by their goods

Figure 3

US-China trade war tariffs: An up-to-date chart
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becoming relatively cheaper in both the United States and China, increases in the costs of
intermediate goods and the uncertainty over future tariff rates hampered investment decisions
among exporting companies.*®

The results of the 2024 US presidential election have returned Donald Trump to power along
with promises to level tariffs on all imports and unilaterally punish countries viewed as having
unfair practices — even those who have long had most favored trading status with the United
States.*® These actions could spark further tit-for-tat retaliatory measures, so much so that the
United Nations Conference on Development and Trade (UNCTAD) is concerned it could hinder
the economies of many developing countries.*° Figure 4 illustrates those countries most likely to
feel direct impacts from US tariff policy — those with higher tariff rates than the United States
and/or who have a trade surplus with the US.** As before, there are likely to be ripple effects felt
by many countries around the world.*> To manage higher tariffs on exports, developing countries
may have subsidize domestic industries — which will require diversion of resources from other
development initiatives.*® Alternatively, they can seek to deflate their currency to make their
exports cheaper — though this will harm the purchasing power and standard of living of their own
population.** In any case, all of these practices run counter to the goal of making the global
trading system more transparent, fair, and accessible — particularly for poorer countries.*® Trade
wars and retaliatory tariffs have the potential to wreck the WTO system, and reverse the gains
made over the past several decades.

Figure 4
Exposure to the United States trade policy uncertainty
Trade and tariff imbalances relative to the United States

No significant trade surplus and similar tariffs Higher tariffs Trade surplus . Trade surplus and higher tariffs
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The designations employed and the presentation of material on any map in this work do not imply the expression of any opinion whatsoever on the part of the United

Nations conceming the legal status of any country, tefritory, city or area or of its authorities, or concerning the delimitation of its frontiers or boundaries.

Source: UNCTAD calculations based on TRAINS and national statistics.

Note: Indicators are measured in relation to the United States. Trade in services is not included. A trade position is defined as a trade
surplus if the trade balance with the United States is more than US$ 1 billion. A higher tariff position is defined as an average applied
tariff rate that exceeds the corresponding United States tariff rate applied to the specific country by more than 1 percentage point.
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Questions to Address

e How can the United Nations get member states to pursue trade disputes through the WTO
as intended?

e What can be done to help developing countries weather the challenges of trade wars
between the major economies?

e What else might be needed to help reduce tensions among major trading partners?
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